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AMENDMENT TO INCREASE THE MINIMUM WAGE 


WEDNESDAY, JUNE 1, 1955 


House or REPRESENTATIVES, 
Commirree ON EpucatTion AnD Lasor, 
Washington, D. C. 

The committee met at 10:20 a, m., pursuant to notice, in room 429, 
House Office Building, Hon., Graham A. Barden (chairman) 
presiding. 

Present: Representatives Barden, Kelley, Bailey, Perkins, Wier, 
Elliott, Metcalf, Bowler, Roosevelt, Zelenko, McDowell, Thompson, 
Udall, McConnell, Gwinn, Smith, Bosch, Holt, Rhodes, Wainwright, 
Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; Edward A. McCabe, general counsel; and Russell C. 
Derrickson, chief investigator. 

Chairman Barpen. The committee will come to order. 

Gentlemen, pursuant to the action of the committee, we will pro- 
ceed with hearings on the amendment of the Fair Labor Standards 
Act, and we will confine our actions certainly for the present to the 
amendment of section 6 (a) (1), relating to minimum wages and the 
effective date of any change that may be made. 

The committee is in a position to begin with the witnesses, and I 
believe Congressman Bailey, a member of the committee, is the first 
witness. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Battery. Mr, Chairman and my colleagues of this committee, for 

the purpose of the record I am Congressman Cleveland M. Bailey, 
of the Third West Virginia District. Probably some limited amount 
of background might be helpful, particularly to the new members 
of the committee. 
_ I take the liberty of reminding the members of the committee that 
it was my pleasure to offer the motion to report the present minimum- 
wage legislation back in 1949, which amended the act approved by 
the Congress in 1938 when the wage-and-hour law was first put on the 
statute books. 

I recall, Mr. Chairman, that my motion provided for a minimum 
wage of $1. Later on, in consideration of this legislation on the floor 
of the House, that was reduced by 25 cents, fixing the present mini- 
mum wage at 75 cents. 

The bill I have introduced, H. R. 64, for the revision and improve- 
ment of the Fair Labor Standards Act of 1938, would do the 
following : | 
1 
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May I add here that all I propose to do is to give the committee a 
very, very brief analysis of H. R. 64, and leave with the committee 
for inclusion in the record a paragraph-by-paragraph analysis of what 
the bill would do, and not take the time of the committee to go into 
the details. 

This bill would increase the present statutory minimum wage from 
75 cents per hour to $1.25 per hour. It would add roughly 9 million 
additional workers to the number now covered by the Fair Labor 
Standards Act. 

There are at present, Mr. Chairman, approximately 24 million peo- 
ple covered by the act. Under the proposals contained in H. R. 64, 
this figure would become 34 million, and that is still less than 50 per- 
cent of the number of people gainfully employed in the United States, 

This bill would wipe out many of the unjustified exemptions both 
in the original act of 1938, and in the 1950 amended version of the act. 

The elimination of exemptions to wage and hour provisions which 
I propose would alone add about 6 million to those covered. This 
6 million, however, is not in addition to the 9 million figure I quoted 
above. By that I mean to say that this bill would add approximately 
3 million people in coverage. It would, by removing certain exemp- 
tions contained in the present. law, add approximately 6 million. 

Chairman Barpen. Would the gentleman permit an interruption 
right at this point ? 

Mr. Barry. Certainly. I am just, Mr. Chairman, offering a 
very brief explanation, and I am going to end it in just a minute 
because I know of the limitation fixed by the Metcalf amendment. 

Chairmai, Barpen. I was just trying for the benefit. of the commit- 
tee to see if you were opening up coverage or only minimum wage. 

Mr. Batrry. I am going to talk about minimum wage. I am offer- 
ing an analysis of the bill for the record, that is all. 

"This proposed legislation would reestablish the machinery in the 
1938 act for the establishment of tripartite industry committees to rec- 
ommend minimum rates for a particular industry that might need to 
be higher than the basic minimum. 

There are in this legislation a number of fairly technical but quite 
important and highly practical revisions of the 1949 version, which 
experience has proven to be necessary both from the standpoint of 
administrative feasibility and fair treatment of both employer and 
employees. 

The bill would not affect a greater proportion of the total working 
force than did the act of 1938. It would primarily affect industries 
whose wage standards have lagged and those employers who have failed 
to grant prevailing wage increases. 

This proposed increase in the statutory hourly minimum from 75 
cents to $1.25 is certainly modest when compared with the rise in aver- 
age hourly earnings of factory workers which was 62 cents in 1938 and 
$1.79 cents in 1954. That isa stepup of $1.17. 

The cost of living for lower income groups has risen by more than 
120 percent since the first Fair Labor Standards Act was placed on the 
statute books in 1938, Productivity in American industry has been 
rising at the rate of 3.25 to 3.5 percent per year per man-hour. This 
increase alone would justify the proposed increase in the statutory 
minimum wage. 
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The actual prevailing minimum wage in industry today is $1.25 or 
higher. By increasing the statu minimum wage in 1955, the Con- 
gress would stimulate and str en the entire American economy 
by eliminating the remaining areas of substandard wages and by 
increasing purchasing power. 

The passage of the 1938 bill sparked an almost sensational upturn 
in our national economy. The effect of the 75 cents minimum rate 
which became effective in 1950 was less dramatic, but its beneficial 
effect was pervasive and its total affect was most helpful. 

The stereotyped advance predictions about firms being forced out 
of business because of the requirement to pay 75 cents an hour did 
not materialize. Indeed, the great bulk of industry that was paying 
below 75 cents an hour voluntarily brought their wages into line when 
they saw that the Congress was getting ready to act to raise the 
statutory rates. ; 

The principal justification, however, for the introduction of this 
legislation is that from the standpoint of social ethics it is not possible 
to permit millions of workers to remain outside the protection of the 
law. Both social justice and sound economics require immediate revi- 

‘sion and extension of the Fair Standards Labor Act. 

In his March 30 message to the Congress on foreign economic policy, 
President Eisenhower announced that it is now United States policy 
to refuse tariff reductions to products made by workers receiving 
wages which are substandard in the exporting country. The Presi- 
dent also urged the Peet of wages abroad by consultative pro- 
cedures such as is provided by the International Labor Organization. 

In the conclusion of this message the President said, and I quote— 


For our own security aS a Nation, our allies must become economically strong. 


I agree with what the President said about the necessity for im- 
proving substandard wages abroad. These remarks apply with even 
greater force to our economy here at home. To keep America strong 
we must constantly strengthen the foundations of our economy. That 
foundation is our purchasing power. 

The 75-cent minimum wage is out of date. It no longer provides 
adequate purchasing power. It no longer provides a decent American 
standard of living for that section of our population which is working 
for substandard rates of pay today. 

Mr. Chairman, knowing the limitations fixed on the activities of 
the committee by the Metcalf amendment at the last session of the com- 
mittee, which confines us to a consideration of section 6 (a), relating 
to the minimum wage and the effective date of the act, I would much 
— not to go any further with the discussion of H. R. 64, but con- 

ine the minute or two that I still have available for the information 

of the committee to the possibility of reaching an agreement on a fair 
minimum wage somewhere between the 90 cents an hour proposed by 
the President and the $1.25 proposed by the organized labor groups of 
the country. 

Certainly this committee can determine what would be a fair aver- 
age rate to fix. Before I conclude, I would like to call attention to the 
fact, that it is very important, and I have begun getting numerous 
wires from over the country calling attention to the fact that if we 
intend to increase the minimum wage the time limit for the effect of 
the new rates should be fixed at a minimum. 
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For instance, I have before me a wire from the National Association 
of Hosiery Manufacturers, and I am going to read it into the record 
because several telegrams of this kind are coming in to the members 
calling their attention to the danger of not fixing a prompt effective 
date of whatever rates we decide to write into the act. The telegram 
reads as follows: 

With reference to proposed legislation in connection with Fair Labor Stand- 
ards Act our association representing considerable employment in this field, 
while expressing no opinion on the merits of the legislation itself, wishes to 
urge upon you the necessity of making any revisions upward in the minimum 
wage rates effective at the earliest possible date. If the legislation is approved, 
a long waiting period would have a demoralizing effect and minimize any ad- 
vantages claimed for revision. Since an increase in the cost of manufacturing 
hosiery will result from an increase in wages, delay of more than 30 days in 
making the new rate effective will encourage speculative and abnormal buying 
in anticipation of such increase causing a subsequent production lag to the 
detriment of our employees. ; 

This is signed by W. F. Williamson of the National Association of 
Hosiery Manufacturers. 

I have noticed 3 or 4 others on the desk and I neglected to bring 
them over. They urge the committee that if we do arrive at an , 
agreement on a new minimum wage, that it be made effective at the 
earliest possible time; that a delay would only cause confusion. 

Now, Mr. Chairman, I think I for one, being a member of the whole 
committee, am perfectly willing to cut these hearings just as short as 
possible. Certainly without too much information we can arrive 
at some agreement somewhere between the figures quoted in H. R. 65 
and the proposal contained in the President’s message. 

Mr. Warnwricut. Mr. Chairman—— 

Mr. Perxrns. I wanted to ask a question. You mentioned the lee- 
way between 90 cents and $1.25. at would be your recommenda- 
tion to the committee ? 

Mr. Bamzy. I am glad that the gentleman asked the question. As 
I stated earlier, I had the pleasure of offering the amendment to bring 
the present minimum-wage law out of this committee in 1949. 
brought it out, if you will recall, at a minimum of $1. I certainly 
would not want to concede anything below a minimum of $1. That 
would acknowledge on the face of it that we were going backward 
instead of forward. 

So if you ask my opinion personally, Mr. Perkins, I certainly 
would be op to any minimum of less than $1. I might favor 
something a little bit higher than that, but we are going to have to 
write this legislation and I want to be realistic and meet the situation. 

Mr. Wartnwricut. You said that you thought we could arrive at 
the magic figure without too much information. How much informa- 
tion do you think we ought to have? I am seriously asking how 
much testimony do you think we ought to have on the effect a par- 
ticular figure might have on the economy in certain sections of the 
country—the South or the New England area—and what effect a 
certain figure might have on certain industries. How deeply do you 
think we ought to go into it ? 

Mr. Batty. The gentleman from New York must realize that a 
vast majority of American industry is paying above the 75-cent mini- 
mum at the present time. 

Mr. Watnwricnt. But certain industries, we might say, do not. 
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Mr. Baitey. They are not concerned unless we go too high with 
the minimum figure, that might exceed what they are paying at the 
present time. 

Mr. Warnwricut. How about those marginal industries that might 
not be able to survive if we set an arbitrary figure? 

Incidentally, I think that your broadening of the base, even though 
that is not part of today’s discussion, is a fine thing. Certainly I 
would support it. But take for example the laundry people who feel 
that they would be put out of business—and they have spoken to you 
as they have spoken to me on this subject—how much do you think 
we ought to take industries like that into consideration in our hear- 
ing today ? 

Mr. Barter. I fear if the committee opened up hearings to a great 
number of people that there would be no way you could keep the 
question down. They would come prepared and insist on arguing the 
question of coverage. There would be no way that we could eliminate 
a certain amount of that discussion that would get into it. 

Since you are a new member and have not had the experiences that 
we had back in 1949 on the minimum wage—— 

Mr. Watnwricut. Perhaps it is lucky that I was not, and I have 
a fresher approach. 

Mr. Barter. I want to avoid that. Certainly, if you ask my opin- 
ion, and it is only my personal opinion, I think 10 days or 2 weeks 
should be sufficient and we should have this legislation on its way 
through the House. 

I thank you, gentlemen, for the very 

Chairman Barpen. Let me ask the gentleman this, now: Is it a case 
that the gentleman does not want any information, or is he afraid 
of it? 

Mr. Battery. Neither. 

Mr. Wainwreicut. You see I was much more polite, Mr. Bailey. 

Chairman Barven. Well then, if you do not want any information, 
is that indicative that you have it all? 

Mr. Battery. Mr. Chairman, let me give you my viewpoint there, 
for just a minute. The greatest thing that could happen to America 
would be that every man and woman who wants to work had work at 
a fair wage. The whole difficulty facing the Nation today is lack of 
purchasing power. That is the question involved in this committee 
hearing here. 

I think it would be a fine thing for the economy of the Nation, be- 
cause of the added purchasing power it would give 5 or 6 or maybe 
as many as 7 million workers. 

Chairman Barpgn. Does the gentleman think the solution to that 
is more money or more value to money ¢ 

Mr. Battery. Well, now, you are getting—— 

Chairman Barpen. You made a very important pronouncement 
and I thought that you would follow it up. 

Mr. Battery. I certainly do not want to injure any particular indus- 
try in the Nation, but I do not believe raising the minimum wage 10 
or 15 cents an hour is going to do that. 

You will recall we heard all of that in 1949, how industries were 
going to have to close and none of them closed. 

Chairman Barpen. Let me say this to the gentleman: There is a 
great tendency here in discussing a matter of this kind to just speak 
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of two groups of people, labor and industry. I want you to know that 
the bulk of American people are not engaged in industry, as you refer 
to it, big industry. They are the small operators. 

Now, I know the gentleman is just as loyal an American and wedded 
to the American way of life as any man in this room, or in the Nation 
as far as that isconcerned. But I like to look at this as a pretty serious 
matter for this very reason: It frightens me to think that we would 
just jump at, say, $1, or $1.25, or $1.50, $2. Under your theory $5 
would be better for the Nation. 

Mr. Barry. No, I do not agree to that statement, Mr. Chairman. 
I defined my position when I offered H. R. 64, at $1.25. 

Chairman Barpen. Now, you must have some way of fitting that 
$1.25 into our economy. That is the thing that we are disturbed 
about. I think the minimum wage can be raised. And I think to 
balance it off at the rate we are going it can be raised. 

I think in the consideration of the postal pay raise we approached 
that in a very sensible manner, but the leaders of the postal pay clerks 
did not approach it in such a sensible manner. They were grabbing 
at a figure that was unjustified. I did not feel it was justified. I 
thought we were going to make a bump where it was and then we 
would have to come back and start all over again. 

Now, what I want to do is to see where we should stop in order to 
keep the economy working smoothly. The fellow who works for the 
underfinanced man, the small employer—the man who gs 54 3, 
4, 5, 6, 7, 8 men—they employ most of the American people. It is not 
the big factory. 

Now, one very clear illustration is to take the modern-day sawmill. 
There is one of the most modern sawmills I know of in my hometown. 
It is surrounded, the whole section is surrounded with small swamills. 
The difference in operation is this: In the big one they have plenty 
of finances and they can buy $1 million worth of machinery, and they 
almost have. They have some $25,000 machines that go up to this 
tremendous pile of lumber and pick it right up and take it over and 
set it on a truck. In about 15 minutes they can do more with that 
machine with 1 man sitting there than 4 men can do in a half day. 

Now, what is going to happen to the fellow that cannot buy the 
automatic machinery? That is what bothers me. 

I think that you can raise the minimum wage to around 90, maybe 
even 95 cents because there is a difference. There is enough tolerance 
between the financed group and the underfinanced group. But when 
I get to 90 and 95 cents, I begin to get on ground ak wn 5 am not sure 
of my foundation. What I want is to see if we can get some evidence, 
some information that will make us feel more comfortable when we 
peg the price. 

Mr. Battey. I have no objection, Mr. Chairman, to calling in a suffi- 
cient number of witnesses to justify the action taken by the committee. 
But I certainly would not want to drag out the hearings like they were 
in 1949, 

Chairman Barpen. I am not concerned with whether we take 30 min- 
utes or 45 minutes. I am concerned with getting the facts and dealing 
with this thing for the benefit of this country. We have time to do it. 
We have plenty of time to do it. There is no question about that. 
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If we can arrive at a sensible figure that we can justify, we will have 
plenty of time left because we can take it through the House and the 
Congress. But we cannot take something through if we do not have 
what it takes to justify it. 

The gentleman keeps getting on the subject of speed. We are all 
going toward the grave fast enough. Let us slow down and see if 
we cannot accomplish that. 

Mr. Baer. We are fast approaching the death knell of the 1st ses- 
sion of the 84th Congress. 

Chairman Barpen. Well, I wish the gentleman was right, but I do 
not think he is. 

Mr. Warnwetcnt. I think that our colleague here brings up his 
emphasis, as my colleague Mr. Frelinghuysen points out, on the lack 
of purchasing power of the dollar. That is where he has placed his 
emphasis. 

If that is true, and then we arbitrarily go into a figure of $1 or $1.25, 
our decision and deliberation, if it goes through the House and then 
the Senate, will have its effect on the whole economy. That is true if 
you are right that the question is a lack of purchasing power. 

It will influence price negotiations that, we will say, might be going 
on at the present time with Ford Motor Co. That will have its effect 
on all wage and price negotiations, despite the fact that you are quite 
correct that all of the figures are way above the $1 or $1.25. 

Mr. Battzey. I do not think the gentleman wants to say that the 
wages in the Ford Motor case would in any way affect the minimum 
wage, and they are far above that. 

Mr. FretincHvuysen. Since my name was brought into it—I had 
not expected to ask you a question, Mr. Bailey—but you did mention 
that the lack of purchasing power was the basic reason for your pro- 
posal to increase the minimum wage. 

Mr. Bamey. It is one of the basic reasons. May I enlarge on that, 
Mr. Frelinghuysen, by saying to you this: Let us take as an illustra- 
tion a young man, maybe he is a World War veteran and maybe not, 
but he is a young man with a wife and two or three children. He has 
a good job and he is able to clothe his children and send them to school, 
pay for his home and put a little money in the bank. 

That man is a sound, solid American citizen. You could talk com- 
munism to him until you were blue in the face. 

I am worried just a little bit about the man who has a wife and four 
or five or half a dozen children that does not know where they are go- 
ing to get their breakfast. 

Mr. Frettncuuysen. I think we are all worried about that. But I 
have not asked my question of you yet. If I might ask you the ques- 
tion, your testimony has inspired this question : 

You mentioned that your basic reason for introducing this increase, 
50-cent increase, was the lack of purchasing power. Well, now, I am 
wondering just how much loss of purchasing power there has been 
since 1949, just as one of the elements. Is that not one of the elements 
we need to know before we know what kind of an adjustment to make ? 

Mr. Barry. I recall, Mr. Frelinghuysen, that the act of 1949 in- 
creased the pay of approximately 314 million people. We jumped the 
minimum wage from 40 cents an hour, which on a 5-day week, 8-hour 
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day would be $16 a week, to 75 cents. That moved the wage up to $30 
a week. 

There was $14 additional purchasing power for 314 million people. 
It was one of the things that kept our economy stabilized, by increas- 
ing the purchasing power. 

Mr. Frevincuvuysen. Is not one of the basic questions, as our chair- 
man has suggested, the fact that inflation is one of the factors, a very 
key factor in this overall picture? The change in the value of the 
dollar is going to mean a lot more, or the lack of change is going to 
mean a lot more to the average worker than an increase of 5 cents 
or 10 cents an hour. 

Mr. Barry. I am not one Member of Congress who gets excited 
about the question of inflation. I am more worried—if the gentleman 
were acquainted with the situation in my State—about a depression. 

Mr. Frevincuuysen. If we were only concerned about the situation 
in our own State—we from New Jersey or New York—and we were 
also concerned only about the lack of purchasing power of the citizens 
of our own State we might be backing an increase of $2. But it would 
be, and I think you will agree, unrealistic if we did that. I am just 
wondering whether too big an increase would not result in a complete 
loss of purchasing power on the part of some individual employees 
because they would be taken off the rolls altogether as the employers 
could not afford to hire them. 

Mr. Barney. Was the gentleman on the floor the other day when 
we were discussing the bill to provide flour and meal to the Salers 
people? Do you remember Mr. Van Zandt, of Pennsylvania, present- 
ing the figures from the State of Pennsylvania, that 1,015,000 citi- 
ae of the State of Pennsylvania were living on surplus Federal 

S° 

Mr. FreLINGHUYSEN. You are not suggesting that an increase in 
the minimum wage is going to solve the problems of those individ- 
uals, I do not suppose, in itself? 

Mr. Bairxy. Not if they are unemployed. 

Mr. Frecincuvuysen. I do not know how relevant that is to the 
present discussion. What I am asking is, Do you think a drastic in- 
crease would not result in what you say you do not want to see, and 
that is the loss of employment on the part of numbers of people in 
marginal industries ? 

Mr. Barry. If we placed the minimum rate too high, I agree with 
you that it might cause unemployment. 

Mr. Frevincuvuysen. That is all I am saying, that there is a prac- 
tical limit that we have to avoid exceeding. 

Mr. Battery. And I did not say that I was insisting on the $1.25. 
I said frankly that I was willing to agree to a figure somewhere be- 
pment the proposal of the President and the amount contained in this 

ill. 

Mr. Warnwrieut. I would like to say that the very point that you 
are making, that you agree with Mr. Frelinghuysen that an increase 
to an arbitrary high amount would have a devastating effect on the 
economy, comes back to the very question that the chairman has so 
correctly pointed out, that we cannot go into this thing lightly; that 
we must have ample and careful and qualified hearings on the subject. 
You, yourself, admit that, because you do not want to go overboard on 
it and disrupt the economy. 
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Mr. Baty. I am sure the gentleman will change his viewpoint 
some when we bring in a considerable number of witnesses and have to 
sit and hear their same testimony repeated over and over. 

Chairman. Barpen. Let me say this since that was directed here: 
The gentleman admits he does not know where it belongs, between 75 
cents and $1.25, and now you persist that you do not want to hear any 
witnesses. 

Mr. Bary. I think the gentleman, when he was out of the room 
just a minute ago, missed my statement when I said I would not con- 
sider any minimum of less than $1. So I do know about a figure 
where I would consider voting out this legislation. 

Chairman Barpen. What I want is something to substantiate that. 

Mr. Batter. I will give it to you when the time comes. 

Mr. Warnwricut. Mr. Bailey made reference to the fact that many 
of us did not have the advantages that he had in the 1949 hearings. 
I would like to point out that up through Mr. Landrum on that side, 
and certainly up to General Smith on this side, we did not have the 
benefit of that, which is certainly the vast majority of the committee. 
We should be entitled to the benefit of up-to-date information on this 
very important subject. 

I have finished, Mr. Chairman. 

Mr. Raopes. I have one question I want to ask. Mr. Bailey, as I 
recall the figures in 1950, the year after the minimum wage was raised 
to 75 cents, there were some 514 million people unemployed in the 
United States, which was a rather large increase over 1948 or 1949. 

Do you have any way of knowing whether or not the increase in the 
minimum wage had anything to do with the increase in unemploy- 
ment ¢ 

Mr. Barrer. I have no figures. 

Mr. Ruopes. Thank you. 

Chairman Barpen. Mr. Bailey, let me ask you this: Do you have 
a date in mind to suggest? 

Mr. Barmy. I believe, Mr. Chairman, that I said—I read a tele- 
gram into the record here, and I have a number of them over on my 
desk that I did not take the trouble to bring over because I did not 
want to encumber the record with them. They are pleading that if we 
make a minimum wage increase, that we make it at the earliest possi- 
ble date. This one wire that I read suggested 30 days after the passage 
of the act. 

Chairman Barpen. Do you think the economy can stand that? Do 

you not think that would be a little inconsiderate of men who have 
contracts outstanding that figured on that ? 
_ Mr. Batrey. I agree with that gentlemen, that should be taken 
into consideration by the committee, but on the other hand you are 
going to find a pretty general demand on the part of industry that is 
affected that if there is too much of a spread between the time the Con- 
gress acts and the effective date of the increase, it will cause abnormal 
buying in an effort to stock up on the part of the retail trades, and 
then after the new law goes into effect there will be no orders coming 
into the industries, and there will be a lag there. The damage might 
be enough to offset the improvement of the minimum wage. — 

Chairman Barpen. Well, should we let big business and big labor 


run away with this picture? There are some other people in this 
country. 
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Mr. Baier. The big business I referred to here in this telegram 
was the hosiery industry, and I do not know that that is particularly 
a big business. It isnotsoc ; 

Chairman Barpen. Well, I love beautiful hosiery as much as any 
man living, but I like to eat, too. I am interested in this food question. 

Mr. Gwinn. I havea question to ask. 

Chairman Barpen. Just one second. I was serious in the question 
because we are going to have to decide the question of whether it shall 
be a gradual rise, or a sudden jump, and whether it shall go into effect 
60 days or 90 days or when. 

I just believe there is enough fair play in this world for everybody, 
and will have to be considerate of them. If we go counter to the way 
of our economy, our economy will have its way, whether we like it or 
not, and then we get the unemployed. 

Mr. Warnwrieut. The Senate has already been considering this for 
30 days now. 

Chairman Barpen. I am getting over to that question of date, and 
I want to do a good job and I want to do it quick. I certainly want to 
get finished with this, but I do not want the general public to get the 
idea that we are just going through a kind of formality for a few days, 
and then all of a sudden someone will come up with the number. 

I want to say at this point that here is the thing that I have con- 
siderable fear about: I get a tremendous amount of mail from the re- 
tired R. F. D. carriers, and from the retired railroad workers, and from 
the retired civil-service workers, and all of them are in trouble because 
when they retired their money would buy the necessities of life, and 
now their money will not buy the necessities of life. 

I think to a certain extent we are perpetrating a fraud on those 
people if we unwittingly and recklessly further reduce the value of that 
dollar without some way of relief. 

Now, during World War I, everyone knew that the French franc 
was worth 24 cents and a fraction. We regarded it as a quarter. It 
was just like our quarter. The Italian lire was approximately 18 
cents—17 or 18 cents. Now, it has only been about 2 or 3 years since 
I bought 600 French francs for $1, and 700 Italian lire for $1. 

Mr. Barry. Is the gentleman trying to imply there that all of the 
money we have been shoveling into Europe has not improved the sit- 
uation any ? 

Chairman Barven. To some areas of Europe you could shovel it in 
with a steam shovel and it would not improve it. France is going to 
have to do something for itself from within, or it is a decadent nation, 
and the money we pour in will not do the job. 

Mr. Barey. I find myself in agreement with the chairman on one 
point, at least. 

Chairman Barpen. I think that we are in agreement on more than 
one thing. But here is the point that I am making, Mr. Bailey: We 
keep thinking those things cannot happen to us. ey are happen- 
ing all over the world. It can happen to us, and it will not a 
thing in the world but some careless handling of our finances. 

Everybody knows that minimum wage legislation is basically coun- 
ter to our democratic form of government and our competitive econ- 
omy. Basically it just does not fit in there. But it is the policy of 
the Government and we have gotten accustomed to it. 
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I will go along with you. I will go along with raising it. I will 
go along with raising it just as high as it is safe to raise it. The only 
thing I want to know is where is the safety point. I do not want to 
further injure this civil-service worker, the old man that retired with 
money enough to live comfortably. Those people are now having to 
go out and do a kind of work that they never did in their life in order 
to live. It is serious. I receive petitions from them. In fact, just 
last week I received a petition from the retired R. F. D. carriers. I 
never knew I had so many retired R. D. F. carriers in my district. 
They showed me what they were getting. Thatistheir problem. 

Now, they are not here to speak for themselves. As I say, big busi- 
ness can be heard, and big labor can be heard. But big business and 
big labor do not run this country from the standpoint of production 
and making the economy click. 

I am just proceeding cautiously, and when I do that the so-called 
- liberals, whatever they are, and other people, say, “Well, he is a con- 
servative.” I have had to be conservative all of my life, and a lot of 
people are going to have to be conservative. Those RFD carriers are 
going to have to be conservative to live. The gentleman has got as 
kind a heart as any man I know, and I was serious when I said, “Let 
us not toy with it; let us do everything in the world we can to be sure 
and at the same time safe.” 

That is why I asked something that would nail down the subject 
of where it should be. If it makes no difference, let us make it $2, 
and everybody would be happy. If it does make a difference, then let 
us find where it belongs. 

In some sections of this country, if you put $1.25 in, you know 
what would happen, do you not? Ido. Some sections it would not 
hurt a particle. It would not do any serious damage to your textile 
industry, as far as that is concerned. It would not hurt the automobile 
industry, not a bit in the world. 

But what would it do to the smaller fellow that feeds the automobile 
industry and buys the automobiles? That is what I am concerned 
with. And I am not being argumentative with the gentleman. I 
really am very serious. Let us get down and say ourselves where it 
should be, whether it should be 90 cents, 95 cents, or where it should be. 

I have the personal feeling from my experience that I am satisfied 
with 90 cents. From there on I begin to wonder how much more the 
traffic will take. 

Do you have a question, Mr. Gwinn ? 

Mr. Gwinn. I wanted to clarify, Mr. Chairman—I thought there 
was a little confusion about this telegram from the Association of 
Hosiery Manufacturers, Mr. Bailey. I do not see anything in that 
telegram to indicate they are for raising the minimum wage. 

Mr. Battery. I did not say they were for raising it. I read the tele- 
gram into the record. 

Mr. Gwinn. They simply say, “Do not leave us confused. If you 
are going to do something, do it quick.” 

Mr. Battery. They want us to make the effective date of it not more 
than 30 days. 


Mr. Gwinn. But they take no position on whether there should be 
# raise or not. 
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Mr. Barzy. I did not imply that. I read the telegram and you have 
a copy of it. It is in the record, or will be put in the record. 

Mr. Roosevett. I join with the chairman in my interest with respect 
to those who are retired, because I think that they have the most difli- 
culty of all of the people who have economic troubles in our country. 

Chairman Barpen. I will say this to the gentleman: You know in 
our improved laws with the retirement provisions, and the encourage- 
ment of retirement programs with industry, and railroads, the num- 
ber of retired people is just increasing astronomically. It is such a 
sizable group now that I feel we shouldbe conscious of them and not 
forget them. 

Mr. Roosrveur. We should be conscious of them. I would like to 
ask, Mr. Bailey, whether you would have any figures as to what effect 
an increase in the minimum wage would have on those who reach the 
retirement age under our social-security law? My impressions is that, 
certainly under the existing minimum wage when these people retire, - 
it will be extremely difficult for them to retire on what they will get 
from their retirement under the present social-security law. 

It would be of tremendous assistance to them to be able to get a 
little better retirement figure, by having an increased minimum wage, 
which as I understand the ila of the social-security, law, what 
they get in the end depends on what they earn. Therefore, if they earn 
a little more, they will have a little bit more to retire on. 

Certainly my figures would indicate, and I would like to ask you, 
Mr. Bailey, whether you do not feel this would enable them to retire 
at a figure that would come a little bit nearer, not enough in my opin- 
ion, but a little bit nearer toward being able to keep body and soul 
together ? 

r. Battery. I agree with the gentleman from California whole- 
heartedly. It will do that very thing. 

Mr. Roosrvetr. Therefore this proposal of yours would be assisting 
a great segment of the population of our country, of the working peo- 
ple of our country, to retire at a figure which would enable them to 
have a decent standard of living. It would work in that direction, and 
I do not think it would fully give them that under present circum- 
stances. 

Mr. Baiey. I appreciate your offering that suggestion. It had 
not occurred to me, but I can see the advantages that there would be 
of establishing a greater base for retirement pay? That is if the 
minimum wage were advanced. 

Mr. Gwinn. Mr. Bailey, as I understood your statement, your the- 
ory of raising the minimum wage by law is that it will increase pur- 
chesing power. Is that the basis on which you want your testimony 
to rest 

Mr. Bartey. From a major standpoint, yes, because most of the 
ills of the country can be cured by greater purchasing power. 

Mr. Gwinn. Then, on that theory 

Mr. Batter. I have no desire to unduly punish any small industry 
that is struggling along. Too much of a boost in the minimum wage 
might injure them. But that is a matter for this committee to decide 
and not for me alone as a single member of the committee. 

Mr. Gwinn. Well, if you take that position, then you would logi- 
cally have to go along with legislation continuing to fix minimum 
prices for corn and wheat and cotton and tobacco and beef and pork 
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and milk and peanuts and potatoes and almost everything that be- 
gins with “p. 

~ Mr. Rarer: I will say to the gentleman from New York that my 
record in Congress there has been somewhat spotty. Sometimes I am 
on one side of that question and sometimes on the other. It depends 
on what I have in mind in the way of some other legislation. 

Chairman Barpven. But you also want a full table when you sit 
down ? 

Mr. Battery. Yes. 

Chairman Barpen. The statement of the gentleman from Cali- 
fornia, Mr. Roosevelt, works fine if o- stop at that particular point. 
But we can turn that a little bit further and we will find, for instance, 
most people wear shoes, and we will put it this way: 

If you raise the cost of producing a pair of shoes $2, where is that 
going? That is going to coming out of that fellow’s pocket, is it not? 

So you get back to some very simple arithmetic that this oyster 
deaier applied to me. I went by this little shack and I wanted some 
oysters. I said, “What are your oysters worth?” He said, “$5 a gal- 
lon.” And I said, “Good gracious, I bought many a gallon for $1.” 
“Yes, sir,” he said, “that is right, Judge. That is right. I sold many 
a gallon for $1, too.” He said, “You know then I could buy a good 
pair of shoes for $4. That took 4 gallons of oysters. Look at these,” 
and he had on a pair of shoes, and he said, “I went to town last week 
and I bought these shoes and it still took 4 gallons of oysters. I paid 
$20 for them.” 

Now, there is a lot of merit in having enough money circulating. 
When I came to Congress I do not think there was $8 billion in the 
country in circulation. But somewhere in there, there should be some- 
body body that can tell us where the balance is. 

We know one thing. We know it would be crazy to go as far as 
France has gone, or Italy has gone, and we know it would be crazy 
to become static. 

Now, where in there between is there a safe area ? 

Mr. Roosevett. I agree with that, and I would hope that before we 
get finished with these hearings that there will be testimony before 
this committee from competent people—I, for one, am going to try 
to dig it up so we make sure we get it—showing the exact effect for 
the numbers of people who are concerned with this increase in this 
minimum wage. 

We can bring that down to an exact figure, as to the number of 
people that will be affected, and the number of dollars that it will 
cost, and we can show that in dollars and cents. I think we can get 
some very expert testimony as to whether that will have any effect on 
inflating the dollar bill. 

Chairman Barpren. That is exactly what I wanted. You know, and 
I know, and the gentleman from West Virginia knows, that infla- 
tion has been popular for 20 years in the United States. 

Now, I do not know why. I do not know why but it is. People love 
to shuffle money. The period of time it takes to shuffle out four times 
as much — does not hurt as much right then because they get 
pleasure out of feeling that money for a week and carrying it around 
in their pocket. 

Inflation is just popular, but I do not think anybody will disagree 
with the statement that it is dangerous. 
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Mr. Barry. I am sure—— 

Mr. Smirn. You have introduced a bill here for a $1.25 minimum 
wage. Let us suppose that was a fixed rate. What effect would that 
have upon the whole economy of West Virginia, as to whether or not 
it would increase the overall purchasing power of the State of West 
Virginia ? 

Mr. Batter. Well, not too great an effect, Mr. Smith, because most 
of the industries in West Virginia pay more than the minimum wage 
that we have at the present time, or more than the minimum wage that 
we are suggesting to put in here. 

Mr. Smrrx. Would it increase the overall purchasing power, or not, 
in your opinion ? 

r. Bartzy. It would to some extent, yes. 

Mr. Smirxa. Would it have any effect upon the importation of for- 
eign goods? 

Mr. Battery. It might make it a little more difficult to meet foreign 
competition. And because the chairman has been referring to France 
and Italy, I was just on the point once or twice of getting off on the 
question of reciprocal trade. But I restrained myself, and I am going 
to say to the distinguished gentleman from Kansas that he is getting 
down on rather a touchy point so far as I am concerned. 

Mr. Sorru. I certainly know how the gentleman from West Vir- 
ginia feels about reciprocal trade, and he and J are always in agree- 
ment on that. But I am thinking about $1.25 an hour and what 
effect it would have on the overall purchasing power of West Vir- 
ginia, and the importation of foreign goods. 

Mr. Bamey. If the gentleman wants, I can dig up some figures on 
the industries that we have in West Virginia that are paying a wage 
rate of less than $1.25 at the present time. We have a few of them, 
but not too many. 

Thank you, Mr. Chairman. 

Chairman Barpen. Thank you, Mr. Bailey. 

Mr. O’Hara of Illinois. There is no necessity for identifying 
yourself with us, but for the record will you do that? 


STATEMENT OF HON. BARRATT 0’HARA, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. O’Hara. I am Barratt O’Hara and I represent the Second 
District of Illinois, 

Mr. Chairman, I am especially happy to be here because this puts 
me in company with my dear friend of over half a century, a great 
— of your committee, Alderman, and now Congressman, Bowler 
of Chicago. 

Chicago is what it is today, in part, because of Jim Bowler. For 
50 years he was a member of the City Council of Chicago, during part 
of that time chairman of the all-i pestent finance committee. Dur- 
ing that half century he not once had a word of suspicion directed 
toward him. He wasa rock of integrity. 

We are so happy, we from Chicago, that he is in the Congress now 
and a member of this very important committee. 

Mr. Chairman and gentlemen of the committee, if you will permit 
me, I shall take advantage of this opportunity to give you a firsthand 
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picture of the conditions responsible for the enactment of the first 
State minimum-wage laws. 

Going back to the year 1349 in England, a law was passed, which 
held for quite a number of years in England, that the workman was 
compelled to accept the wage offered him. At that time the business- 
man of England thought that was a proper kind of an approach. 

Later in our country, at the beginning of the century, we were 
following, not by the enactment of law but by what businessmen said 
was the supply of law and demand, about the samé rule. 

In the year 1913, the State Senate of Illinois created a committee, 
or a commission, to investigate the problems of womanhood. The 
committee was given broad powers. I was the chairman of that com- 
mittee, then Lieutenant Governor of Illinois, serving on the com- 
mittee with four members of the State Senate of Illinois. 

We called before the committee as its first witnesses a number of 
girls who were in the white-slave net. They all testified that they were 
being paid as low as $1.50 and $2 a week, and were working 10 and 
12 hours a day. 

Now, I remember one of those girls, and I was satisfied she was 
telling the truth. I said, “What do you do with $1.50?” And the 
tears came to her eyes and she said, “Well, I have at home a mother 
who is bedridden.” They were trying to get by on $1.50 a week. 

We then called before the commission the Sime businessmen in 
the city of Chicago, including Julius Rosenwald. He was the head 
of Sears, Roebuck & Co. Mr. Rosenwald was a fine gentleman, with 
a big heart, and a philanthropist. 

I said, “Mr. Rosenwald, how many women do you employ at Sears, 
Roebuck?” And he said something of the order of 7,000 or 8,000. 
“What is the lowest wage that you pay?” He said, “$1.50 a week, 
and then $2 and $2.50.” 

Then I said, “Mr. Rosenwald, you recognize your moral responsi- 
bility, and you have conducted an investigation, I know you have, 
to determine the least amount upon which a woman can live in the 
city of Chicago at the present time,” and he said he had and he had 
determined from this study that $8 a week was the least amount 
upon which a woman at that time could live in the city of Chicago. 

Then I said, “Mr. Rosenwald why do you, or how do you justify 
yourself in paying so many of these women less money than you know 
they can live on?” And he said, “Governor O’Hara, I would like to 
pay them more money, but I cannot do it. It is the operation of the 
law of supply and demand. That is why I don’t do it.” 

And I said, “Mr. Rosenwald, let’s you and I look into it. Would 
you mind getting out some paper and a pencil and now raise from 
$1.50 to $8 a week the wages of all of the girls now receiving, and 
how much would it amount to.” And we went down the list so that 
everyone employed by Sears, Roebuck & Co. was raised from below 
the breadline at least to the breadline of that period, $8 a week. It 
amounted to about half a million dollars. That was a year. 

Now, I said, “How much did Sears, Roebuck & Co. make last year?” 
“Well,” he said, “Governor, I do not think that is quite a fair question, 
is it?” “Well,” I said, “you do not mind giving us the figures, do 
vou ?” 

63489—55——3 
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And he accommodatingly did. As I recall it was $6 or $7 million. 

“Now, Mr. Rosenwald, from that $6 million or $7 million, how much 
do you receive in salary,and in bonuses, and in stock, and so forth?” 
A little reluctantly he gave the figures that ran his own income up to 
something like $3 million a year. 

“Now,” I said, “Mr. Rosenwald, how can you say that the law of 
supply and demand operates there, where Sears Roebuck, if they had 
paid every girl $8, or a minimum of $8, and had raised everybody up to 
that, would have had a profit still of about $614 million? Or if you 
had taken it all from your own returns from that corporation, you 
would have had several mallion dollars left.” 

Well, it is a funny thing, my colleagues, all American people are 
fairminded and conditions go on. They are fearful, and then some- 
thing simple comes and it appeals to their commonsense. 

Well, this appealed to the commonsense of America. That commis- 
sion at that time received more publicity, the largest amount of public- 
ity up to that time on that subject. 

Following that, here is a ocala or a letter, from the great Hiram 
Johnson, then Governor of California, and I think that Hiram John- 
son was the greatest governor that any American State ever had. 

Hiram Johnson said— 


Your commission has awakened a nationwide interest in the subject. I am 
endeavoring to have passed by the present legislation a bill for the appointment 
of a minimum-wage commission, and it is my hope and design that this com- 
mission may investigate not only the question of minimum wage, but every related 
subject. 


That, James Roosevelt, was the beginning of your minimum wage 


in California. It was one of the first States. That period in 1913 and 
1914, the first 6 or 7 State minimum-wage laws were passed. 

You might be interested, Mr. Rhodes, your great Governor from ter- 
ritorial days, George Hunt, was then Governor of Arizona, and this is 


what he said, and you were only a State a year or two then. 
He said— 


I am strongly of the opinion that this matter is one which even a new State 
like Arizona should deal with very earnestly. 

I knew you would be interested in that. 

Mr. Ruopes. I am, sir. 

Mr. O’Hara. Now, we found in this commission, and with me it 
was not a matter of words, it was expressing a conviction that I had 
arrived at after listening to the testimony of all of the large employ- 
ers in our area at that time. 

By the way, this book—you may still find it, the report of the Senate 
Vice Commission—contains testimony of all of the large employers of 
the city of Chicago at this time on these conditions. For a number of 
years Carl Sandburg, and during the period he was writing his great 
er works, had this as one of the four books in his working 
library. 

I say that, I hope, without any suspicion of immodesty, because it 
is not anything that I did. It is just the testimony. of these witnesses 
that makes the book worthwhile, as presenting the best picture of con- 
ditions, industrial conditions, at that time, I think, obtainable: 

Now, very briefly, gentlemen, our committee made this recommenda- 
tion, that the immediate enactment of a minimum-wage law prohibit- 
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ing the payment of less than’a living wage to any woman or minor 


except during a period of apprenticeship not exceeding 6 months. 
This was the first duty of the State. 


Many thousands of girls in Illinois, it has been clearly and undeniably shown, 
work for less than a living wage. To remove the deficit between cost of living 
and income from services is in the power of the legislature. Until it is done, 
until every woman who has to work is assured of the minimum of a reasonable 
living, the State has not only fallen far short of the legitimate demands of plain 
justice, but has failed to deal with a situation in economics interwoven with deep 
moral problems. 


After 3 years of study and inquiry, seeking statistics and viewpoints, reducing 
arguments to mathematics, applying accepted rules of economics and logic, our 
committee has arrived at the firm conclusion that the enactment of the proposed 
minimum-wage law is the essential initial step in the intelligent treatment of 
the problem under survey. 

Now, I might go even a little further back in legislative history. 
In Illinois we had the three famous Ritchie cases. The supreme court 
held against the contention that the legislature could regulate the 
working conditions of women and regulate the hours of employment. 

Then came into the case, serving without fee, Mr. Brandeis, later 
appointed to the Supreme Court of the United States. With that 
oifted woman, Alice Goldmark was her name, he presented to the 
Supreme Court of Illinois the first time it had ever been done, the 
experiences of mankind rather than citations.of previous rulings of 
the court. That is what mankind had found all through the world. 

Upon that presentment, the Supreme Court of Illinois reversed itself 
and for the first time said, of course, applying it only to women—and 
this is on the basis that they were the mothers of children, and so 


forth—that. hours of employment.could be regulated by legislation. 
Now, it has been a long, hard fight. I was delighted to note from 
the questions asked here today that all of you were agreed, I think, 
that the minimum wage should be raised, but there is a question as 
to how far you should go. You are a little concerned. 
Now, let me tell yeu ntlemen, there have always been these fears, 


fears on the part of fine businessmen that it is going to adversely affect 
the business. It has never worked out. The more liberal we have been 
ha legislation of this sort, the greater the benefit that has come to 
yusiness. 

I think now you have to face this, that we are either going to have 
an expanded economy, or we are going to have the worst depression 
we have ever known, All of our hopes are based upon an expanding 
economy, and to assure its expanding you must provide that the mini- 
mum wage—the least wage that should be paid to the least competent 
of our workers—shall be a substantial one. 

I am thoroughly sincere in this, that the $1.25 figure is the one that 
will prove most helpful, not only to these workers who will be receiv- 
ing it but to our American business. It will make a large contribu- 
tion to our hope of saving ourselves from a disastrous and deplorable 
and not to be desired economic collapse by this expanding economy. 

Well, gentlemen, I have appreciated tremendously the opportunity 
of appearing before you. I trust that I have not taken advantage of 
your graciousness to go too far into the past. 

Chairman Barpen. Thank you, Mr. O’Hara. 

Mr. Warnwrigut. Could Task one question? How did Mr. O’Hara 
arrive at the figure of $1.25 ? 





18 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Mr. O’Hara. By the application of what I think is commonsense, 
Mr. Warnwricut. I have no further questions, Mr. Chairman. 
_Mr. Ruopes. I would like to ask our good colleague—first. I would 
like to say I certainly enjoyed your testimony and the history which 
you have brought to the committee as to this type of legislation. It 
as been very helpful to me. I would like to ask you, though, how 
came to the conclusion that we are on the verge of a depression? 
he statistics, for whatever they are worth, seem to indicate quite the 
contrary. 
Mr. O'Hara. Well, you asked me the question and so I am going to 
answer you forthrightly, because I think that I should. 
I lived through the 1920’s, and everything that I heard in the 1920’s 
T am hearing repeated now. We had exactly the same talk of an 
expanding economy. And while we were hearing that talk, and things 
were booming in the cities, ching were going badly on the farm. There 
were people then who were talking this expanding economy and the 
prosperity that would never differ. They were fighting such legis- 
lation as the type of this to provide the least of the workers with a 
minimum of at least $1.50 or $1.25 an hour so that they could make 
their contribution to the expanding economy necessary. 
Now, it happened; the thing we did not want to have happen did 
happen. 
Mr. Ruopss. I certainly share your hope, that is all. 
Chairman Barven. Are there any further questions? 
Thank you, Mr. O’Hara, very much. 
Congressman Davidson of New York. 


STATEMENT OF HON. IRWIN D. DAVIDSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Davipson. My name is Irwin Davidson of the 20th Congres- 
sional District in New York. Mr. Chairman and members of this dis- 
tinguished committee: I appreciate greatly the honor of being per- 
mitted to speak to you for a very brief few moments in behalf of the 
bill which you are now considering. 

I believe, Mr. Chairman and members of the committee, that an 
increase in the national minimum wage is not only necessary but that 
it is overdue. I believe that that minimum should be increased to 
nothing less than $1.25 per hour. The same very valid reasons exist 
today for increasing the minimum wage as existed when the law was 
first passed. The long struggle to establish fair labor standards can 
be nullified if the minimum wage is allowed to stand at the unrealistic 
and inadequate level at which it now is. This committee, I am sure, 
is fully aware of the purposes of the Fair Labor Standards Act. 

I will not take any of your valuable time in repetition. However, 
to be frank, if the law is to have any meaning at all for millions of 
Americans, it is essential that the minimum wage be raised now to at 
least $1.25 per hour. The urgent need for a realistic increase is not 
denied, but prveeers which sug amounts like 90 cents are not alone 
inadequate but I believe, are ill-considered. It has long been estab- 


lished that the most economical wage from the employers’ point of 
view is a high and realistic one. Pennypinching wages are the best 
inducers of poor production I know. 
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The immediate need for the proposed increase is well established by 
the figures which are published by the Bureau of Labor Statistics. I 
have a table prepared for me by the Library of Congress. This table 
shows the actual cost as reported by the Bureau of Labor Statistics 
of maintaining a family of 4 in 34 representative cities of the United 
States. I have calculated the hourly wage which is required in order 
to earn the yearly figure which the Library furnished to me. This 
hourly rate is based upon a full year’s work of 2,000 hours. With your 
permission, I would like to insert these tables in the record and if you 
will permit me, I will just mention a very few of them now. In Bos- 
ton, Mass., the Bureau of Labor Statistics said that the cost of main- 
taining a family of 4 was $4,217 in October of 1951. Last month, it 
had risen to $4,296, which indicates an hourly wage requirement of 
$2.14 an hour. 

Chairman Barpen. Would the gentleman permit, what caused that 
rise ¢ 

Mr. Davipson. The rise was approximately $82 in the course of a 
year. 
~ Chairman Barpen. What is your interpretation of the cause of that 
rise ¢ 

Mr. Davipson. Well Mr. Chairman, in the brief time which is al- 
lotted to me and in view of the fact that I am not a great economist 
and do not pretend to be, I will suggest that this rise in cost has a con- 
notation of reasons behind it. There is no one single cause of the rise 
in the cost of living in my judgment. Sometimes to find out why the 
cost of living rises we might have to go all over the world and study 
the economics and various factors which might induce such a result, 
and I frankly do not believe that I am prepared in a simple statement 
to give you the answer to that. 

Chairman Barpen. Well, I was just thinking, and nobody in the 
world wants people to increase their earning power any more than I 
do. My people, and my agricultural people are the hardest worked, 
with the longest hours, and the least pay that I know of. 

Now, if vegetables and food products, and food and fiber products, 
are going to cost, to the point where it is, when farm labor now is 
around 75 cents, I am wondering what is going to happen to you folks 
when we catch up with you in wages. 

Mr. Davipson. Mr. Chairman, if I may just say this 

Chairman Barpen. I want to see it happen, and I want my folks to 
make just as much money as folks anywhere, that is in proportion to 
their cost of living. I know it takes less to live where I live, and I 
know that people have more food and so forth. But I want them to be 
better off than your folks, and you want your folks better off than 
mine, if you can have it. Of course we tell them that, and we kind of 
love our neighbors. But I am just wondering what would a man do 
with a crop of onions or potatoes under present conditions that he paid 
$1.25 an hour to raise. at would it cost with beef selling down in 
my area for 16 or 17 cents on the hoof and $1.25 across the counter— 
I want to know what it would cost? Those things are very serious 
matters, and yet I want my folks making just as much—I think 75 
cents is mighty low myself, but I want somebody to get me some fig- 
ures on what that is going to do when it rolls around. If they will 
buy our potatoes, all right. But I do not want them left on our hands. 
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Mr. Davinson. I think that. is precisely the fact, Mr. Chairman. 
May I say this in that connection, that there are those who feel that 
$1.25 an hour might produce, or they say it might produce inflation, 
and thus further boost the cost of living. Those were the same argu- 
ments when Henry Ford startled the ind strial world by saying he was 
going to pay $5 a day wages. That was unheard of in his day, in the 
automotive industry. And he was the master of assembly line mass 
production, and he was the man that brought the automobile down 
within the reach of the average individual. If it had not been for 
the genius of Henry Ford and his type of economics, an automobile 
might cost today about 5 or 6 times what it does cost. 

Chairman Barpen. You do not know of anybody building Fords 
but Ford, do you? 

Mr. Davipson. No; but I think the same things hold true. He 
was a trailblazer in the automotive industry. I do think this, Mr. 
Chairman, that the only justification that any minimum-wage law 
has is to meet a decent standard of living, that is the only justifica- 
tion that we have. 

The figures that I was in the course of relating to the committee do 
not refer to my own home State alone, New York. Incidentally, in 
New York the figure which was given by the Bureau of Labor Statis- 
ties is $4,159 last April, which would mean an hourly wage of $2.07. 

But strangely enough, in some of the southern cities, there are 
many, many instances where the cost of living is higher than it is in 
New York City. In Atlanta, Ga., for example, the Bureau of Labor 
Statistics puts the figure at $4,396 a year. Now, in order to earn that 
amount of money, a man working 2,000 hours a year, would have to 
earn $2.19. In Birmingham, Ala., he would have to earn $2.16. In 
Houston, Tex., he would have to earn $2.19. Now I believe the point 
is clear, and I have a list of all of these cities —— 

Chairman Barven. Here is what I am getting at. Why not make it 
$2 then, instead of $1.25? 

Mr. Davinson. Very frankly, the day might come when we might 
find that this is not realistic. I just want to say this, that it is true that 
pensioners, and we all have great concern for them, and people who 
are retired, are better off in periods of deflation and unemployment. 
But I think that the wealth and the stre of any country lies in 
production and employment which means the ability of the man who 
works to buy products. 

Now, if the cost is so much today in all of these 34 cities, and they 
are representative of this country, if the cost is so much to buy the 
products, the man who labors must at least be given some realistic 
opportunity to buy the product of his labor. If he does not have that 
opportunity, it may be that temporarily those who are on fixed incomes 
or pensions might for some temporary period be better off. But the 
health and strength of the country will not be so served. For that 
reason, I feel that we are duty bound to take cognizance of the fact 
that a very substantial increase in the minimum hourly wage is 
necessary. 

Chairman Barpen. Do you realize how many more people there 
are in this country than there are in New York and Atlanta? 

Mr. Davipson. Oh yes, indeed. 

. Chairman Barpen. That is what causes mine, and Mr. Bailey’s 
hair, and a few others to be turning gray. I have been wrestling with 
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this for a long time. I do not know whether it caused Mr. Bailey to 
give up his hair or not. It is not so simple as to say that we can pluck 
a figure out of the air, and say that it is this because our view is too 
restricted. We do not see much area. Go right ahead, and excuse the 
interruption, 

Mr. Davinson. I do not want to take any more time, I think you 
have been very generous with me. 

Chairman Barpen. We will meet tomorrow morning at 10 o’clock, 
and I must for about 10 minutes meet with a delegation that I prom- 
ised some time ago. Will you just continue? 

Mr. Davison. I will submit that table with the 34 cities for the 
record with your permission. I know that there are a great many 
people on this committee who are concerned with localities other than 
the one from which I come, and while I did not intend to put this in 
the record, but just for my own edification, I did check on what the 
cost of living was in the cities of a number of the members of this 
committee. I find that in my colleague, Congressman McConnell’s 
community, in the me 4 of Wynnewood, Pa., the cost of living as 
reported to me by the Library of Congress from figures culled by the 
Bureau of Labor Statistics, in April of 1955, and all of these figures 
are up to date, April of 1955, was $4,154. That would require an 
hourly minimum wage of $2.07. 

(The table refe to appears at the close of witness’ testimony.) 

Mr. Bosch, who comes from my city, in order to meet the cost of 
living there, he would have to see to it that those who labored in 
Queens County would get $2.07. 

Mr. Holt, coming from Van Nuys, Calif., which is near Los Angeles, 
would have to see to it that his people get a little bit more, $2.19 an 
hour. That would be in order to meet the minimum standard cost 
of living which is $4,392 a year. 

Mr. Watnwricut. Judge Davidson, to interrupt you, are you refer- 
ring to that figure as the total wage-earning capacity of the family of 
four, or are you assuming just the husband working, or the husband 
and wife? 

Mr. Davipson. I am assuming one person working, that is right. I 
am not suggesting that in order to live decently and properly, a man 
has to send his children and his wife to work. I am regarding the 
American — as a man who to work and supports his family, 
— sends his children to school, and lets his wife take care of the 
ome, 

Mr. Fretincuuysen. Will the gentleman yield? I would like to 
understand the significance of these figures. Does this mean that rep- 
resentatives from those areas should back minimum wages at that level, 
or what is the value of figures such as this? 

Mr. Davinson. I think my answer would be “Yes” to your first 
question. I do think that members coming from these areas might 
give strong consideration to what would be the minimum that a cost 
of living would be and would certainly not shy away from this very 
modest bill, which calls only for $1.25. 


Mr. Fretinenuysen. Mr. Davidson, if I may ask, if I understand 
you correctly, you think that we would be automatically legislating 
in the national interest if we took the prevailing wage rate of our local 
community and used that as a reasonable level for a Federal mini- 
mum wage. Isthat what your argument is? 
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Mr. Davipson. No, I say that we can look at a cross-section of the 
United States, taking 34 representative cities, as I have done here, and 
I can name the cities to show you that they are representative cross 
sections, and from that at least get some encouragement for the propo- 
sition that $1.25 is certainly more realistic than anything less than 
that. 

Mr. Fretincuuysen. I am not sure what you mean by this word 
“realistic,” and Mr. Bailey used the expression too. Suppose we are 
all agreed that we are looking for a realistic increase. What do you 
use to arrive at a realistic figure ? 

Mr. Davipson. Some figure which approaches the cost of buying 
the necessities of life for a man and his family. That would be 
realistic. 

Mr. Frevincuvuysen. But that might involve an increase of $1.50 
in the Federal minimum wage, if that were the purpose of the Fed- 
eral minimum wage. I am asking the witness if he—I will be glad 
to yield after he answers me. Would it not? 

Mr. Davinson. I do not know whether at the present time it would 
necessitate our trying for the highest amount, but I certainly think 
that these figures are justification for what I think is a very reason- 
able and modest minimum wage, $1.25. 

Mr. Warnwricut. On this point that you are raising, you recom- 
mended $1.25, at the start of your testimony, and yet in answer to Mr. 
Frelinghuysen’s question, you felt that a fair minimum wage was in 
the neighborhood of something over $2, or $2 and a fraction. 

Mr. Davinson. I did not say that. I said that I was indicating to 
you that the present cost of living, the present cost of living in these 
various communities was in excess of that. And may I say that, if 
there seems to be more disparity between that argument and the fact 
that I am pleading for $1.25, may I say that I am one of those whose 
economics may not be agreed upon in all quarters, but I am one of 
those who feel that it may not necessarily be required that the annual 
minimum wage reach the top limit that these figures seem to indicate. 
If it were substantially increased, the increase in purchasing power 
might so increase and strengthen business and the forces of production 
in this country as it did in the case of Henry Ford with his mass pro- 
duction and bringing down the cost of cars—it may so increase and 
stimulate business itself by giving these people a better opportunity 
to buy most of the things that they need, that you might instead of 
having inflation have greater production and healthier business and 
so bring prices down. 

Mr. Warnwricut. You might have the reverse. I am willing to 
admit your point, and you should be willing to admit equally the simi- 
lar point that the cost of the raise of wages would also cause manu- 
facturers to raise the cost of their goods. One is as conceivable as 
the other. I yield to Mr. Roosevelt. 

Mr. Roosevetr. I would like first to compliment our colleague on 
having brought some factual information before the committee, but 
I would also like to, in relation to the question asked by the gentle- 
man from New Jersey, make sure that the record shows, Judge David- 
son, that you are not advocating that we immediately go to a $2 min- 
imum or any particular minimum. It is my understanding, and if 
I am wrong I would like to be corrected, that what you are saying 
is that you think that $1.25 will get us nearer in our economy to a 
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figure which is realistic as a minimum wage, and not at the same time 
disturb the economy or make it probable that it would dislocate a lot 
of manufacturers who would therefore go out of business and create 
unemployment. Is it posr opinion that by going to $1.25 we do not 
create unemployment but will perhaps create more employment and 
at the same time that it is a figure working toward a logical goal of 
trying to provide every American who works with a wage, with a 
decent standard of living ? 

Mr. Davinson. Indeed, and I am very grateful, Mr. Roosevelt, for 
your summing up what I am trying to say so well. 

Mr. Roossvetr. Could I ask you one other thing? My colleague 
from New York, on this side of the table, informs me that we are 
going to have the privilege of listening to Doctor Lubin, whom I 
believe is now in the State government of the State of New York, 
on this subject. Would you, from your experience, agree that he 
would be an excellent witness who might well testify to us on the effect 
of the $1.25 figure ? 

Mr. Davipson. I have known Doctor Lubin, the Commissioner of 
Labor of the State of New York, for many, many years, and I have 
regarded him as one of our really great economists. He has given 
of his service to the Government on the Federal level for many, many 
years. I know him intimately, and I may say with some degree of 
pre that we are so personally friendly that it was my privilege and 
1onor to perform the marriage ceremony of his daughter. Prior to my 
becoming a member of this august body, I was a judge and I had that 
privilege. He called upon me as an old friend to do that. But aside 
from that, his qualifications are, I think of the highest. 


Mr. Watnwricut. I would like to ask one more question back on 
this point. I still fail to see how yee arrive at the $1.25 figure when 


all of your data, and incidentally I think it is a labor of love that you 
went back and got this material together, and you have come up with 
a practical answer to the question—How do you happen to hit $1.25 
as against your own answer, as against $2.50? 

Mr. Davipson. I appreciate your very kind encomiums. I do not 
know whether it is a labor of love or a love of labor. But I feel that 
it is not alone a labor of love or a love of labor. As Aristotle said, 
and I am going back further than Mr. O’Hara of Illinois goes, when 
he talks of 50 years, of Jim Bowler in Chicago. I am going back to 
Aristotle. He said, the synom bonim was the middle course. 

Excesses in either direction are apt to be unfortunate. I think cer- 
tainly, somewhere in the middle would be the safest thing for the 
economy of our country. 

Mr. Wainwricut. Well, Judge, if you are going to refer to that, 
you can go a little further to the edicts of Diocletian which most 
historians agree caused the decline and fall of the Roman Empire. 
That was the stratification and classification of wages and class, as 
cited by Diocletian. I yield the floor. 

Mr. ZecenxKo. I am not going to be very erudite. I just represent 
Joe Blow, who does not know much about these quotations or these 
ancient sayings. But I do know—— 

Mr. Warnwricut. You are not angry at the judge and I for bring- 
ing in these people, are you ? 

Mr. ZetenKo. As the representative not of the persons whom you 
gentlemen have spoken about, but the average type of citizen and the 
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average wage earner, and Judge Davidson’s district is apis girs to 
mine, I would first want to, on behalf of my constituents and myself, 


compliment the judge on his presentation, and would ask him this 
question: Whether or not in answer to Mr. Wainwright’s question, 
the figure of $1.25 is not only your own research but that based upon 
research of the type of person as Dr. Lubin and others, is that not 


right? 

Mr. Davinson. There are a great many people who are urging the 
successful passage of the $1.25 an hour payment. 

Mr. ZecenKo. Would you not say, Judes Davidson, also, that the 
figure of $1.25 represents not only what is felt by labor to be a fair 


and just figure, but also by much of industry in the State of New 
York? 


Mr. Davinson. Oh, yes. 

Mr. Frevincuouysen. Mr. Chairman, could I ask the gentleman a 
question about the discussion which developed as a result of my 
previous question? You just said, Mr. Davidson, that excesses in 
either direction are apt to be unfortunate. I think most of us can 
agree with that. I am wondering whether you will agree also that 
a too drastic increase in the Federal wage minimum might have ad- 
verse effects both on the increases in prices that would result, and also 
the increase in unemployment that would result ? 

Mr. Davinson. I would agree that a too drastic increase might have 
an unfortunate effect. 

Mr. Fretincuuysen. So you think that we should be careful in 
increasing this minimum ? 

Mr. Davinson. I do, and I think this is a matter of great concern 
and one of the most serious issues to come before the Co ; 

Mr. Frevincuuysen. And yet you think the $1.25 figure which you 
have proposed as I understand it, you say the $1.25 figure is too low 
to be realistic. That it should be somewhat higher, and you have not 
spelled it out but you have given us figures of around $2. 

Mr. Davinson. I do not think that I have said precisely that. I 
have merely given you these figures, which represent a cross section 
of the United States, and a true cross section. 

Mr. Frevincuuysen. Why is it true, and what makes it true? 

Mr. Davinson. Because, I have not taken one locality of the United 
States, and I will just mention the parts of the United States where 
this investigation has touched. 

Mr. Freitincuuysen. I do not wish to argue whether it is a true 
cross section or not, but you are indicating that it should be substan- 
reat Ay ag and if you had your way it would be substantially higher 
than $1.25. ; 

Mr. Davinson. No, I think the safe, sane, and reasonable action for 
us to take now is $1.25. I say that the pressures and the needs are 
exemplified by these figures, and I say that this would be a very 
modest and overdue action on the part of the Cuneta. 

Mr. Freitincuuysen. And you think it would have no adverse con- 
sequences nationally speaking, and I am not talking about your city 
and my State, 

Mr. Davinson. I think the effect would be very beneficial. 

Mr. Barter. The Chair notes the presence of another Member of the 
Congress to testify, and let us hurry along with these questions. 
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Mr. McConneti. Mr. Davidson, have you figured at any time in 
thinking about the minimum wage, about differentials of payments in 
industry throughout the United States? Have you just based 
it on these labor statistics, so-called standard of living, which I have 
heard quoted for about 8 years while I have been on this committee 
at different times, and so it is not a new approach. There is another 
approach to this, too, and I do not know whether you have gone into 
that at all, that is the differentials in payment in industry. In other 
words, the skilled men in relation to the unskilled labor and the wage 
rate, that is quite an important factor in any industry. 

Mr. Davipson. Indeed it is. Now, of course, in studying these 
statistics, we have determined as best we could, that is, the Library 
of Congress supplied me with figures indicating what percentage would 
go for food, housing, gas, transportation, medical care, personal care 
and recreation, reading and other services. And the figures are broken 
down more with regard to need of the individual. I say that is the 
only justification. 

Mr. McConnetx. I am saying that that would not answer my ques- 
tion. Has a study been made by you of the differentials in industry, 
the payment of the different types of wages in relation to the different 
poet we of labor? Have you done that? 

Mr. Davinson. I am cognizant of that differential but I did not take 
that into consideration, Mr. McConnell. That is by reason of the fact 
that it is my conviction that the only justification for a minimum-wage 
standard is the need and the necessity that exists in the American 
family to purchase the essentials of life. 

Mr. McConne tu. It is not entirely “need,” sir, I beg to correct you. 
From the heart, we would like it to be that way, but there are some 
practical considerations that have to be figured on. One of them is 
the effect throughout industry of changes in the minimum-wage rate. 
I think if you are going to quote one type of statistic, then I think that 
you would be well advised to consider the other angle of it also, be- 
cause it is an important factor. When you say it will have no effect, 
it would not cause any inflation, you would only know that if you 
know what effect it will have on wage differentials in industry. 

Mr. Davipson. Very frankly, Mr. McConnell, I did not regard that 
as germane, That is since we are talking of a minimum standard wage. 
The differentials will have to take place from there on up in my humble 
judgment. 

Mr, Roosrvetr. Is it not true that when we went through the experi- - 
ence of NRA, even though it was held unconstitutional for legal rea- 
sons, nevertheless, the increase in wages that resulted did not destroy 
the wage differentials in industry, but it did result in a general increase. 

Mr. McConnett. That is what I am saying. 

Mr. Roosrvett. Is there any reason to suppose that an increase in 
the minimum wage would not in turn perhaps result in a wage differ- 
ential without doing any harm to the fam shee concerned ? 

Mr. McConnett. [ would anticipate that unless you are very watch- 
ful of where your mmimum-wage rate is going to be, that you will 
have a general round of wage increases all over the country with the 
following price increase, and your spiral will resume again. We are 
in a delicate balance of trying to preserve the stable value of our dol- 
lar. Now, that is a factor that has to be considered. It is not alone on 
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what so-called standards of living are, and I have heard them quoted 
for years. There have been many debates on it. There are various 
factors that you have to consider in trying to arrive at a correct 
minimum wage. It is not all on standard of living. For instance, I 
might ask the gentleman right now, if the standard of living schedule 
shows 3 years from now that 75 cents an hour would cover it, would 
aor te in favor of making the minimum-wage rate at that time 75 cents 
an hour? 

Mr. Davinson. Frankly I do not know what I would do in such a 
circumstance. I would have to analyze it. 

Mr. McConne tu. If you are going to use one formula for raisin 
the rate, how far do you follow that formula in determining the rate? 
Are you going to change it downward at some later date or just how 
are you going to figure this out? If you are not going to change it 
downward, then you have to be modest in the rate to which you raise 
it, and we are trying to make something rather stable and not some- 
thing that shoots up and down. 

Mr. Davinson. I believe I can answer your question in this regard: 
That if it was found some years hence that the amount of wages were 
in excess of what might be required for a decent standard of living, I 
then would no longer be concerned, frankly, with the minimum wage 
and I would be satisfied at that point, knowing that my people had 
been decently and adequately supplied with the necessities of life, to 
let the law of supply and demand come into play. 

Mr. McConnext. Would you be for a lower minimum then ? 

Mr. Davinson. No, I would let the law of supply and demand take 
care of that. But I am not ready or willing to let the law of supply 
and demand be the sole factor at such times as I find that people are 
unable to supply the necessities of life for their families and them- 
selves. 

Mr. McConnety. You are talking in one breath about the law of 
supply and demand as though it was something which is self-acting, 
and at the same time you are imposing an artificial law on top of it. 
You cannot put the two together. I can appreciate why we have a 
minimum wage law. It is a welfare proposition, and you are quite 
correct on that. But in considering that, you always have to take into 
consideration certain economic factors. And you yourself say that 
you would let the law of supply and demand take care of it. On that 

ou have imposed an artificial law. That has nothing to do with the 
. law of supply and demand. 

I am asking you that simple question; if you are going to bring in 
a bill, at the present time, to raise the minimum wage to a certain 
figure, and justify it on the cost of living, the standard of living or 
whatever your figures indicate there, I ask are Pps. also willing to 
advocate a lower mininmum wage if the standar 
lower ? 

Mr. Davinson. My p 
just given you. Howe labor has done precisely what you are 
suggesting. Now, in the United Automobile Workers contract, Mr. 
Reuther has a clause which ties the wage to the cost index of living, 
and he has taken some cuts as the cost of living index has gone down. 
He has done that. Labor has in some instances already taken the 
formula that you are suggesting. I am not quite clear as to whether 
or not I would do that when it came to national legislation, which 


of living rates are 


resent feeling is reflected in the answer I have 
ver, 
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I say has for its only justification the necessity of giving the man 
who works, and the man who labors and has a family the wherewithal 
to purchase the things that are required for a decent standard of 
living. 

Mr ZELENKO. Judge Davidson, do you feel that there is any dif- 
ference between raising a minimum wage and supplying additional 
income to a working family, than there is to giving tax benefits to 
business so that business can survive? Are they both not economic? 

What I mean is this: Mr. McConnell talked about raising the 
standards as a welfare measure. Do you not feel that they are both 
economic measures, and if you give tax benefits to business, you are 
permitting business to survive and prosper, and by the same token, 
are you not, by raising the minimum wages, giving economic benefits 
to the working man, which is the only way he can get it? 

Mr. Daviwson. Well, the implementation of legislation—— 

Mr. Zecenxo. It is no more artificial than giving tax benefits to 
business, is it not ? 

Mr. Davipson. I was merely saying that the implementation of 
legislation to the laws of economics as we have been taught to under- 
stand them, is not new in the field of labor, in the field of business of 
business through taxation or in the field of farming. 

Mr. Zetenko. Do you not think that that is unfair, or perhaps a 
misnomer, when you classify raising the minimum wage standard for 
workmen as a welfare proposition, when doing the same thing for 
business in the way of a tax benefit is called economics or improvin 
business? Are they not both made of the same thing substantially? 
It is making it easier to live, either business-wise, or wage earner-wise. 

Mr. McConneztu. I would advise you to read his earlier statement 
in which he designated this as a welfare proposition. You evidently 
did not hear him when he said that and I was just quoting back to 
him what he stated. Is that not right? 

Mr. Davipson. My original statement is that the major justification 
for a minimum wage is to bring into line what a man earns and what 
he requires. 

Mr. Ze.enKo. It was not a question of whether he agreed with me 
or not. I was trying to get him to agree with me, and you to agree 
with me. I think this is entirely an economic proposition. I think 
that the minimum wage should be raised, if tax benefits to business 
are given, because. giving a tax benefit to business is permitting it 
to live and to prosper as it should and the only way a worker can get 
a benefit economically is through a raising of his wage standard. 

Mr. McConnett. Do you want to consider this an emergency 

move? This is permanent legislation. Tax relief laws for business 
have not. been permanent. bits of legislation, they have varied from 
time to time, up and down. Sometimes they get them and sometimes 
they do not. 
_ Now, do you want to lower the minimum wage when the justification 
indicates it on the basis on which Congressman Davidson makes his 
standards of judgment for raising it? Is that what we want to do, or 
do you want to leave it up here regardless? 

Mr. Zetenxo. I want to leave it up, because when I see business 
suffering, I will be interested. But the higher the wage goes, ap- 
parently, despite all of the crying, business is prospering, and it 
snouid, 


Mr. Battey. The Chair recognizes the gentleman from Alabama. 
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Mr. Extiorr. I have no questions, except that I would like to say 
to Judge Davidson that I wish he would leave for the record the fig- 
ures of the various cities, the cost of living and the various cities that 
you have, the ones you did not discuss. 

Mr. Davipson. I have them all here. 

Mr. Bamery. The Chair recognizes the gentleman from New York, 
Mr. Gwinn. 

Mr. McConne tt. I just yielded for a question. 

Mr. Gwinn. I have just one question, Congressman. If you put 
this on the basis of the need for a decent standard of living, at $4,000, 
of whatever it is, then you would apply that same rule to Congress 
requiring it to fix other prices if the labor is sold in terms of a com- 
modity so that prices would also be regulated on a minimum basis? 

Mr. Davipson. Well, we are going a little bit afield in some of our 
definitions, Mr. Gwinn. I would prefer instead of saying that I based 
my argument on a welfare proposition, if I can just qualify that to say 
economic welfare. I feel that the answer to your question must be 
this: Where the economic welfare of the country requires legislation, 
and I cannot quite go along with my distinguished and very able col- 
league, Mr. McConnell, when he talks of permanent legislation. In my 
lexicon, there is no such thing as permanent legislation. We would 
be in a very bad way if there were. But we have had to lift the floor 
in many cases, as we have in the case of farm prices, and also to put a 
ceiling on occasionally when things get out of hand as they did with 
the rent laws. We legislate here for the general good and economic 
welfare of our country: This is basic, the return that the labor of an 
individual brings and what it will buy. 

Mr. Gwinn. But you would accept the principle that Congress 
should try to be wise enough to fix wages and fix minimum wages and 
minimum prices? For example, should we have a minimum rent if 
the rental property workers go out of business? 

Mr. Davipson. You know we have that in my State, and I do not 
know how many States have that. We do have a minimum-rent law 
as well as a maximum-rent law. 

Mr. Gwinn. Do you think Government should go into that busi- 
ness, of fixing such prices and determining what the fair standard 
of living is for the person whose living comes from various kinds of 
commodities? 

Mr. Davipson. We had to do it in my State, or there would have 


been riots. The landlords were gouging the people to such an extent 
that that was an absolute necessity. 


Mr. Gwinn. Was that a minimum or maximum ? 

Mr. Davipson. The landlord is guaranteed a minimum return of 
6.2 percent on the assessed valuation of the property, and he has a 
minimum guarantee, as well as a maximum fixation. 

Mr. Gwinn. And you are committed to the general philosophy of 


Government, fixing wage and prices in order to maintain what you 
call a minimum standard of living? 


Mr. Davipson. That is too broad, and I could not go along with 
that, not to the general proposition. 

Mr. Batizy. The Chair wishes to thank the distinguished Member 
from the State of New York for his frank and open discussion of the 
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matter before the committee. I think that I can speak for the entire 
committee that we have all enjoyed your testimony and it has been 
quite helpful. 

Mr. Davipson. Thank you very much. 

(The tabulated information previously referred to is as follows:) 


Cost per year of family budget of a city worker in 34 cities of the United States 
together with the required minimum hourly wage to meet this budget, based 
upon @ work year of 2,000 hours (8-hour dayX5-day week=40-hour week, 
2,000-40=50 weeks) 
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And there has been a great deal of talk about runaway industry. Manufac- 
turing firms leaving the North and going South. Well, let us look at the 
Bureau of Labor Statistics figures for nine of the great southern cities: These 
figures show that in these 9 cities the cost of supporting a family of 4 is higher 
than in my own New York, and this is bare cost—no extras allowed: 
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this annual 
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Note.—The cost in New York City is $2.07 per hour. 


Food_ ‘i 
Housing (rent, gas and electric, house furnishings) 
Apparel___ 
Transportation 
Medical care 
Personal care (barber, toilet articles) 
Reading, recreation (radio, TV, magazines) 

Other goods and services (tobacco, legal, funeral) 


Nore.—The United States Government has not published data on cost of family 
budget since October 1951. The difference in costs of living given above is based 


on the 1.87 percent rise in the BLS Consumer’s Price Index between October 1951 
and April 1955. 


Source: United States Bureau of Labor Statistics. 
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Cost per year of family budget of city worker in 34 cities in the United States 
(4-person family ) 





To equal this 
annual figure 
October 1951 the hourly 
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Note.—The U. 8. Government has not published data on cost-of-family budget since October 1951. The 
difference in costs of living given above is based on the 1.87 percent rise in the BLS Consumer’s Price Index 
between October 1951 and April 1955. 


Source: U. S. Bureau of Labor Statistics. 


Mr. Barney. The Chair now recognizes the gentleman from Penn- 
sylvania, Mr. Flood, who will be the concluding witness at this session. 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. It is 20 minutes after 12, and I see a lean and hungry 
look around me, and I do not know how far I want to go. I have 
listened to this with considerable interest. Coming here from the 
mundane Committee on Appropriations, the rarefied atmosphere of 
these legislative halls is very invigorating. 

I, of course, am a special pleader, and I would not want this com- 
mittee for one moment to labor under the impression that I was not. 
I do not presume to approach this kind of problem with the aura of 
statesmanship or the mantle of economy, not for a moment. 

Now, to enlarge upon the whole theater of this subject with this 
committee would be carrying coals to Newcastle with a vengeance. 
Even anthracite coal, and that would be very bad form. I am not 
going to try that. 
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I introduced a bill for $1.25. I first appeared and testified before 
this committee in 1945, and I have been appearing regularly and testi- 
fying on these matters ever since. Then we had a 40-cent minimum. 
That was from 1938 to 1939. 5 years ago we established the pres- 
ent minimum. That was in January of 1950 and I testified on that. 
It was a 75-cent minimum. 

Now, I have heard nothing said here today on one side or the other, 
nor have the senior members of this committee heard anything that is 
equally good or equally bad. I am not unaware of how the member- 
ship on this committee got here. I think that is very sound. I am 
not unaware of how the powers that be in their wisdom looked to the 
membership of this very important and very distinguished committee. 

Now, I would like to be a very practical guy on this problem. I 
have the impression in the halls of Congress that we look with some 
favor upon the increase of the minimum wage. I feel in my bones a 
sort of lethargy about delving into this subject any great length in 
the Congress this year. 

The administration says, and the President says to Congress, “We 
should have 90 cents,” I think. 

You can be satisfied that that was not a mere gesture. I believe the 
President brought that message to Congress with great deliberation, 
and great thought, and considerable feeling, and I believe a great li- 
brary of information and advice. That is the conclusion of one field 
of thought. 

Now, should that not remove the academics as to whether or not this 
should be done? I am not going to waste the time of this committee 
with polemics as to the philosophy of a floor or a ceiling upon a statu- 
tory act. That is any more than I did before Ways and Means upon 
the philosophy or the statutory right for a tariff act. 1 voted against 
the reciprocal trade bill for the first time in my life this year, not be- 
cause I believe in the rigidity of tariff but because I thought I had 
been double-crossed in my district on conversations having to do with 
a small percentage of control and quotas on Venezuelan oil imports. 
That is a very frank statement, Mr. Chairman. There are no lace 
curtains on that one. That is as plain as the nose on my face, and 
I have a lot of nose. I see no difference with this subject. I believe 
that most of you are thinking in your minds that you would like to 
settle this thing, and call this thing off for $1 and let us go home. 
“Will you take a dollar, Mr. Flood, and let us have lunch?” I get that 
impression. 

No, I will buy you the lunch for the $1, no more, but I certainly 
would not settle or deal on a subject like this. If for one moment, 
Mr. Chairman, you think that under all of the circumstances, what- 
ever they are, and whatever you are thinking about as circumstances 
will give birth to $1, then chat 20 cents or 25 cents is certainly an 
answer, 

That state of mind you have is an answer to all of the argumenta- 
tion and all of the debate and all of the speeches that will be made 
against whether or not this should or should not be done. Now, you 
cannot have it both ways. Give us nothing, and you will be right. 
If you feel this is going to be inflationary, let us not raise this a penny. 
If you do, you are wrong. Do you want to be a little bit pregnant 
on this, and are you willing to gamble? You will say, “Now here, 
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Flood, 75 cents is not enough.” What is? Is $1.25 enough? That is 
a bad minimum wage, and not a good one. It is a bad one, make 
no mistake about that. 

What is good? I have not the faintest idea, and neither do you. 
This is nothing to sit around over cocktails and draw lots as to whether 
it should be 75 cents, 90 cents, $1, or $1.10. The rule of reason should 
apply here. Many of you are lawyers. What do you mean by the rule 
of reason? The rule of reason should apply. $1.26% Do I suggest 
there is something sacred or magical about $1.25? No. Will I take 
$1.2414% Yes, I will. Why? Iam not sure why except that I know 
$1.25 in itself is not a proper minimum in the United States of 
America in this year of Our Lord 1955. It is not. 

Unions, organized labor, pressure groups, and so on—you come from 
a labor district, Flood, they are twisting your arm. They are not 
twisting my arm. They are all here to listen to it, and they can listen 
to it, period, They know me long enough and well enough to know 
that. Ask them. 

I am not a mouthpiece in that sense here. If you know me, you will 
know better. Have I opposed them? Yes, many times. Have I voted 
for them more than I have been against them? Yes, 10 to 7. But 
not for the reason that would produce this kind of statement. That 
is not true for a minute. 

Thirty-six dollars a week? That is a 40-hour week, and this is 36 
lousy dollars a week. That isit. That is for 40 hours. I think that is 
the most eloquent sentence I have said in Congress this year. 

It would be impertinent and presumptuous, and not consistent with 
the dignity of this room for me to say to you “What could you do on 
$36 a week?” That is not quite an analogy. But you know what I 
meap. You know exactly what I mean, and more about it than I do. 

This legislation is your job, and technically more than mine. You 
know what I mean, and you know that is not right. There is not a 
man on this bench who for one moment in his heart of hearts, any 
man born and raised in the United States of America, with the advan- 
tages that he has had in this country up until this morning at 12 
o’clock knows in his heart regardless of who or what he is, that $36 
a week cannot successfully operate in this country. 

That is 25 cents for a quart of milk. Why, you feel self-conscious if 
you give a bellhop a quarter for carrying up your bag, because you 
are not sure whether it is enough or meg have two kids, and you 
pay 25 cents a quart for a bottle of milk, and that is about $14 or $15 
a month. Do you not think your kid should have a quart of milk a 
day? Well, you go to all of the PTA conventions that I have ever 
heard, and you all say so. That is certainly minimum, a quart of milk. 
You cannot do it, gentlemen, it cannot be done. 

Now, if you think because of a philosophy of government or a 
philosophy of economics that there should be a certain regimented 
peasantry, that there should for the good of all be a large fluid number 
of people who will do all right or may not do all right, well then, 
I am boring you to death. That I cannot get through. But I am so 
certain that on this committee and in the House of Representatives 


that is a fractional minority, that I do not think it is important what 
they think. Not for a minute. 
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In this business you pay off on numbers and votes, and they do not 
have that many votes, There are not that many in this House. Thank 
God for that. 

Now, as a special pleader, I have a bad problem, As a Congress- 
man, perhaps, I may have to yield to my friend the chairman, but 
probably not insofar as one district is concerned, I have perhaps the 
most acute distressed economic district in the country. That is no 
fault of this committee, or the sections you come from, or the econ- 
omies you represent, not at all. We have been cursed with a single- 
industry economy, and we have been cursed with absentee landlord- 
ism, and those problems are not especially yours, But you have the 
right to pb that we try to do something about our own problems 
with an “Operation Bootstrap,” and I have the right to demand that 
you help me. I think that is fair and so do you. 

Now, Mr. Chairman, I resist the idea that these American citizens 
who are in a position of earning only the present minimum below the 
$1.25 for which I speak are to be patronized by you, sir. That is not 
for a minute. 

Now, I am not delegated here to speak for America’s underprivi- 
leged. Their condition should be the most eloquent speech that could 
be made before this committee. It is unfortunate that it exists and 
despite the Bible, I see no reason that it must always exist. If you are 
to have the poor always with you, then I presume that you are to 
have wars and echoes of wars always with you. I refuse to accept 
either premise, even though your authority is the Bible, and you and 


this committee have labored long and well to remove the threat of 
pauperism. 


I have a porn. which, because of its national derivatives, is 
e 


prolific in production of children. Because of my religion and 
theirs, we are opposed to birth control. I encounter a philosophy 
which says “Why don’t you practice birth control, and you won’t have 
so many hungry mouths to feed?” Well, I would prefer to meet bour- 
bons in a bottle on the forum. Now my people have an excess of avail- 
able female skilled and unskilled help in the coal fields. My men are 
paid well, none paid better, the miners, when they work. They work 
1 and 2 days a week. So it does not average out very well. 

We brought into the northeastern Pennsylvania coalfields over a 
period of 25 or 30 years, a great textile economy to be able to absorb, 
of necessity the surplus female help, and therefore, of necessity, im- 
plement the income of the male wage earner of the family. ese 
girls, if they lose a job, will get no other job any place. There is no 
correlated or supplemental industry in the area. en I speak of my 
district, I also speak for a dozen other districts. I speak for an area 
that includes millions of people. My New England friends are even 
more eloquent on the subject. So this is not a mountain valley, or a 
hole in the ground. This affects the economy of a vast segment of 
the most densely populated section of America, and perhaps therefore 
the greatest consuming area of America. 

Because I come from an urban industrial area, I do not accept the 
premise that there is a wide demarcating line in 1955 between the urban 
and the rural economy. I do not believe that is true to the extent that 
has been suggested here today. I believe that communications of all 
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kinds, rail, air, highway, and telephonic information media, and the 
vast and fantastic suburban developments, and the developments into. 
the urban and suburban developments of the great chain stores—you 
have found, I believe, and I hope the technicians could establish it, a 
leveling off of this historic and traditional difference between urban 
and rural America which has been the genesis for much of the law in 
this House for 150 years. That thinking must be changed. This is the 
kind of law which contributes to that change. I cannot accept without 
further inquiry that this kind of law is class legislation, is special 
legislation, and favors only an urban development. I do not think 
that that is true, at least to the great serious, material damage of con- 
stituents of Members from the rural areas. 

In this year of our Lord 1955 I think that mark has narrowed, and 
it is rapidly becoming more narrow year by year by year. That is 
good. 

I wonder about inflation? These people that I want you to give a 
few more cents an hour to are hardly worthy of your consideration 
when you speak of the vast economic law and order of supply and 
demand. They hardly enter into your statistics. I want to put them 
in. The Bureau of Labor Statistics within the last 30 days issued an 
interesting bulletin as to the status of the gross national product an- 
ticipated for the end of the fiscal year in which we now sit. $400 
billion is the goal. That is the target. When I first entered Congress 
that was in the realm of sheer fantasy. Now it is around the corner. 

I represent a school of thinking that feel you accelerate that very 
desirable goal by putting into the market to purchase this kind of 


citizen. What is the matter with them? I am sure you have no objec- 

tion to them. I am sure you do not think he smells bad. No one ques- 

tions the Americanism of people who oppose this. I am trying to get 
a 


through a vale of thinking, that is all. 
I am not beating a drum. 

You know, I belong to many of the good clubs myself, and these 
people are serious. This is not a question of class distinction. I think 
they are missing a bet. I feel they are doing themselves a vast dis- 
service by not. welcoming into the fold of purchasing Americans mil- 
lions of men and women who are knocking on the door. That turns 
vour wheels, and that starts the cycle. It may raise prices of course. 
There is nothing wrong with prices being raised. That is not inher- 
ently bad. Let us get away from this rigidity of this is good, or this 
is bad. 

I can see this kind of thing, an additional key on the ring that this 
committee has provided before, to open up the doors of production. 
Now you have done it before, and we do not disagree on the need for 
it, and we do not disagree on the desire for it, and I am trying to appeal 
to you that this is a weapon that I want you to add to your arsenal. 
You could use it well, and if you do you have opportunities to accel- 
erate the gross national product that I think you are dragging your 
heels on if you do not let these people in. 

I am not appealing to you as sociologists, certainly not. I do not 
look upon this as a welfare program for public assistance, No. 

My areas will be damaged if you do not do this. I must bring into 
the coalfields new industry or we will die. We will have ghost towns, 
and ghost cities, 200 miles from where you are sitting now in the cen- 
ter of the great important eastern seaboard. We will die. I cannot 


m not rabble rousing, and 
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do that if you are going to prevent unfair competition and geographic 
discrimination against me. That is not fair. You have no right to 
do anything which will hurt me more than I am hurt. You all want 
to help me. You said so, I say to you from my point of view, at least, 
and I am sure you want to help, I do not think that there is a man in 
this House that does not want to help the coalfields if he can. That 
is without hurting himself too much. 

This is a ball game, Mr. Chairman, this will not hurt you too much. 
This will not even hurt a little bit. It will not hurt your profits, and 
it will not hurt your business, and you are just afraid. You are afraid 
of something. You are afraid that this is bad. You are afraid that 
I am trying to put something over on you. You are afraid that this 
is a wedge, to start a great wave of wage increases. This has nothing 
to do with wage increases. This would not have anything to do with 
starting wage increases. Organized labor, with the exception of a few 
industries, is not concerned about $1.25. They are getting more than 
that. You have missed the point. I am not here talking for organ- 
ized labor. These union people have done this thing, and I am not 
talking about that kind of thing. They may come here and speak for 
it, and I do not even know if they agree about it or not. Some of them 
want extended coverage, and some do not, and some want it $1.25, and 
they do not consult me, and I do not consult them. But do not, please, 
into a thing like this, bring that kind of thinking and that kind of 
debate. It does not belong on this bill. 

Mr. Chairman, you have been very patient, and I have been talking 
now for 25 minutes. | 

Mr. Battey. Are there any questions ? 

Mr. Froop. I will be glad to come back for the purpose, after what 
I have said, and you have the right to examine me at length and detail 
if you feel so inclined, and I will come back at any time, day or night, 
any time that you want me to, to exercise that right. I find nothing 
magical about the figure $1.25. I know you are talking about $1. IL 
repeat, if you go that far, from then on you should start compromising, 
and not there. In all conscience if you feel you should do that, cer- 
tainly you should go further, If I can only convince you that $1.25 
is not the end of the line, that is not the ultimate goal, that is not a 
panacea to cure all economic ills of the underprivileged, no, This is 
not a sociological forum. That is all, Mr. Chairman. 

Mr. Battery. Mr. Metcalf, do you have any questions ? 

Mr. Fre.tincuuysen. I have a brief question, in view of the hour. 
Mr. Flood, just to recapitulate what your point of view is, you say 
you come in here as a special pleader but that you have not the slightest 
idea what a good minimum wage would be? 

Mr. Fioop. Let me make that clear. I should have said point 1 and 
point 2, and when I say I came here, my first sentence was [ appear as 
a special pleader, and I say that I am a special pleader because of the 
peculiar economic condition that exists in my district as opposed to 
other Members. 

Mr. Frevincuuysen. The basic reason you are asking for an in- 
crease is because you have a depressed ment 

Mr. Fioop. No; you are putting words in my mouth. 

Mr. Fretincuuysen. That is what I thought your conclusion was 
after a long talk. 

Mr. Fioop. Then, unfortunately you are not thinking with me. 
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That is not surprising, but even on that point, no. Insofar as my area 
is concerned then I ama special pleader because of that condition. 

Mr. FrevincHuysen. How helpful would an increase of $1.25 be 
to the unemployment in your sires 

Mr. Fioop. Any increase in a minimum that I can go to New York, 
that I can go down to the banking interests in your area, and to Chi- 
cago, and the great insurance companies, and the great industrial 
boards, and say to them “I am not going to be in competition with 
areas of this country or Puerto Rico or Guam, where you can go to, 
and please bring your shoe factories, and your textiles, and your other 
industries into my area, where the people will get a decent minimum 
wage, and you would not have to worry, that you can pay slave wages 
someplace else.” 

Mr. Fretincuuysen. You failed to point that out, and I was ask- 
ing you what you were here for and you did not say that until now, 
and I am not asking you to comment any further on that question. 
I am wondering whether I read into what you said. If I may 

Mr. FLoop. Now, my friend, you may not be asking me to com- 
ment any further but I want you to understand very clearly that I 
will comment as far as I like in reply to your questions. That is my 
answer. 

Mr. Frevrncuvysen. I have no intention of burdening the commit- 
tee with this, but I just had the question answered which he failed to 
bring out, and I am wondering whether I read into your testimony 
before our committee insinuations against the committee. Did I un- 
derstand—may I ask the question? Then I will be glad to have the 
comment. 

Mr. Fioop. Suppose you ask the question. 

Mr. Frevincuuysen. I will try to, if I could be permitted to speak 
and ask the question before you interrupt me. 

Mr. Fioop. Then, Mr. Chairman, I do not want the question to be 
a speech either. 

{r. Frevincuuysen. Well, if you will let me, you will see it is not 
a speech. 

Mr. Froop. Now, I will listen. 

Mr. Frevincuuysen. I am wondering whether I read into your 
testimony insinuations against the committee. Did you suggest that 
perhaps, and this is going to be a multiple question, so I beg you not 
to interrupt. 

Mr. Fioop. Will you specify the parts? 

Mr. Frevtineuuysen. The first question is coming up right now. 

Mr. Froop. I will hear that. 

Mr. Fre.ineuuysen. Question No. 1. Did I get the implication 
from you that you thought that a deal was in the process of being 
made in this committee as to how much of an increase it was going 
to be? 

Mr. Fxoop. I will answer that question. I have not the faintest idea 
how this committee functions. If you think, do I mean that there is an 
atmosphere in Congress that a deal will be made on $1, yes, period. 
You do not know that? 

Mr. FrevincHuysen. I am wondering if you think the deal is bein, 
made in this committee. This is where the legislation started, an 
this is where it will be reported out from. 

Mr. Froop. I know all aboutthat. 
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Mr. Frevinenuysen. Do you think there is a deal shaping up in 
this committee to increase the minimum wage ? 

Mr. Froop. Do I think the members of this committee will have 
conversations as to whether or not that will be done? Yes. 

Mr. FrecincHuysen. That was the expression you used. 

Mr. Fxoop. I use it now, if that makes you feel better. 

Mr. Fre.incuuysen. I just wanted a simple answer to a simple 
question, and the other question was you suggested that perhaps some 
of us sit around over cocktails to arrive at this deal. Are you again 
suggesting that members of this committee are going to decide what 
kind of legislation comes out in this field by sitting around over 
cocktails ¢ 

Mr. Fioop. Let me answer that for you. You notice, I am drink- 
ing water, and parenthetically, do drink, and I am very much in favor 
of it, and you are a very charming gentleman, and 1 would be glad 
to have you have a cocktail with me. 

Mr. Frevincuvysen. If it is an invitation, I decline. Thank you 
very much. 

Mr. Froop. I am in favor of it. If you think for one moment that 
I do not think that these problems are settled in that way, and well 
and effectively done through the years, the answer is “yes.” 

Mr. Fretincuvuysen. It may be on your committee, but it has not 
happened on this committee to my knowledge. 

Mr. Froop. You have not been here very long. It will, believe me. 

Mr. Frecincuuysen. That may be. tt is something to look for- 
ward to, perhaps. That is all, Mr. Chairman. 

Mr. Fioop. That is all, Mr. Chairman. 


Mr. Battey. The committee will be in recess until 10 tomorrow 
morning. 


(Whereupon, the committee recessed at 1 p. m.) 








AMENDMENT TO INCREASE THE MINIMUM WAGE 


THURSDAY, JUNE 2, 1955 


House Or REPRESENTATIVES, 
ComMMITTEE ON EpucaTIoN AND Lapor, 
Washington, D.C. 


The committee met at 10:20 a. m., pursuant to recess, in room 429, 
House Office Building, Hon. Graham A. Barden (chairman) pre- 
siding. 

Pinsink! Representatives Barden, Kelley, Bailey, Perkins, Wier, 
Elliott, Metealf, Bowler, Roosevelt, Zelenko, McDowell, Thompson, 
Udall, McConnell, Gwinn, Smith, Bosch, Holt, Rhodes, Wainwright, 
Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk ; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; and Russell C. Der- 
rickson, chief investigator. 

Chairman Barpen. The committee will come to order. 

We are glad to have you with us this morning, Mr. Dollinger. 
While you do not need to be introduced to us, for the purpose of the 
recone ar" you give your name and your district, please, and then 
proceed, 


STATEMENT OF HON. ISIDORE DOLLINGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Dotiincer. My name is Isidore Dollinger of the 23d District of 
New York. Mr. Chairman and members of the committee, on January 
5 of this year, I reintroduced my bill to establish a $1.25 minimum 
hourly wage, and for other purposes. I might state that this is the 
third time that I have introduced such legislation, having first done 
so in the 82d Congress. 

I am pleased to have this opportunity to speak on behalf of the 
underpaid workers of our country for they need our help. The Presi- 
dent of the United States has recommended 90 cents minimum wage, 
and in my opinion this is grossly inadequate. 

I think decent living standards cannot be maintained on less than 
$1.25 per hour. Living costs have increased 14 percent since 1950. 
But for the lowest income group, which suffers the greatest price rise, 
living costs have increased by at least 18 percent. 

During this time that the 75-cent level has remained, productivity 
has increased at least 20 percent. The gap between what a man is 
paid and what a man produces widens, and the glaring injustice of 
the 75-cent minimum is apparent. 

The low-wage earner tae been staggering under an overwhelming 
burden of high taxes and ever-rising living costs, and no relief by 
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way of increased earnings has been given him. Low-income families 
have been suffering privations; they cannot afford adequate medical 
care or many of the necessities that we have come to take for granted 
as part of the American way of life. he's ; 

During the past 2 years, under the Republican administration, the 
rich have certainly become richer while the poor man’s lot has become 
more and more intolerable. Low-income families have had to battle 
for a meager existence. Although corporations and stockholder 
profits are up, labor is called upon to pay most of the tax bill. 

Corporations and those in high income brackets were provided loop- 
holes in the tax law under this administration, but the wage earner 
has not been granted an increase in personal income-tax exemptions. 

On the other hand, hidden taxes have increased and in most States 
people are now called upon to pay sales taxes. Thus the tax burden 
is being shifted more and more to the shoulders of the low and middle 
income families. 

We must come to the rescue of the laboring people of our country. 
The wage earner should be adequately paid for his labors and efforts, 
and this is only his just share of the profits reaped as a result of his 
labors. An adequate minimum wage would mean a boost to the health, 
morale, and general economic welfare of millions of workers and their 
families. It will bolster the purchasing power of the low-income 
groups where the need for higher living standards is the greatest. 
This in turn will increase the demand for goods and services through- 
out the Nation and benefit our people. 

I urge your committee to take a realistic view and to recognize the 
plight of the workingman. Justice demands you set a minimum wage 
of $1.25 an hour. I trust that you will favorably report legislation 
providing for that sum. Anything less than that, Mr. Chairman and 
members of the committee, would be wholly inadequate, futile, and the 
betrayal of the workingmen who must rely upon us for protection. 

Thank you, Mr. Chairman, for the opportunity of appearing before 
your committee. 

Chairman Barven. Thank you. 

Mr. Bailey, do you have any questions? 

Mr. Barrry. I believe I have no questions, Mr. Chairman. I want 
to commend the gentleman for his forthright position, and I will say 
to him that I feel his request is not an unreasonable one. 

Mr. Wier. I have no questions. 

Mr, Frevincuuysen. Mr. Dollinger, I would like to ask you whether 
you believe that too drastic an increase in the Federal minimum wage 
might do some harm to the very people that you would like to benefit ? 
Do you agree that too drastic an increase might result in price in- 
creases in products, and also might result in unemployment of indi- 
viduals who would not be hired by their employer if they had to pay 
what they consider an excessive minimum wage? 

Mr. Dotirncer. If we were in accord on what the word drastic 
meant I might agree with you. But I think $1.25 is not too drastic an 
increase. If you were sponsoring a $3 an hour minimum wage, I would 
say there might be a reason for that term because the gap is too much 
between 75 cents and $3, but between 75 cents and $1.25, I think it is 
small, as your living costs have gone up away beyond that since we 
enacted 75 cents minimum. 
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Mr. FretincHuysen. Percentagewise it is quite an increase. I am 
not saying it is necessarily too drastic an increase to that particular fig- 
ure, but you do agree that too drastic an increase would result in unem- 
ployment and would not be beneficial to the lower paid workers? 

Mr. Donuineer. As I said, if we agreed upon the use of the word 
“drastic,” then I would go along with you. 

Mr. Frenincuuysen. We do not know where that point is, but I 
think we can agree on the use of the word. 

Mr. Doxurncer. I do not even think $1.50 or $1.75 would be too 
drastic under present circumstances and conditions because of your 
business cycle. 

Mr. Frevincuuysen. Many people would disagree with you on the 
effects if you got up as high as $1.75. I should think you might well 
have put in a bill of $1.75 if you do not think it is too drastic. 

Mr. Dotirneer. I do not think so, because 5 years ago I introduced 
legislation for $1.25, and at that time I thought it was not too drastic, 
and since then I think it should have gone up. 

But I am willing to go along with the feeling of most of the Mem- 
bers of Congress who think $1.25 is certainly a very small increase 
over what we enacted several years ago. 

Mr. Frevtincuuysen. That isall I have, Mr. Chairman. 

Chairman Barpen. Mr. Dollinger, how do you arrive at the $1.25 
figure? I am sure you, together with the members of the committee, 
recognize the fact that the economy of this country is a rather compli- 
cated set up. I am sure you recognize that the monetary system of 
America is a rather complicated set up. 

Mr. Dotrincer. That is true. 

Chairman Barven. But now, instead of just reaching up in the air 
and taking out a figure, how do you arrive at $1.25 ? 

Mr. Doxirneer. Let me answer it this way, Mr. Chairman: I think 
that same question should have been put to the President, and his ad- 
visers, as to how he arrived at 90 cents an hour. 

Chairman Barven. If he appears, it will be put to him. 

Mr. Dotirncer. I will give you my reason for it. I think in most 
instances that is a compromise, and I looked at it in this fashion when 
I introduced it 5 years ago. I said at the time, what would a man 
need to get along on in this economy, and how much would he need 
to earn a day or a week? There are certain minimum standards by 
which we must go. 

You take any person, if he were getting $1.25 an hour on an 8-hour 
day, it would give him approximately $10 a day, 5 days a week, and 
that is $50. How could a man in these days get along on less than 
that? He cannot. 

I do not care what the figures might be, but we must gear up our 
economy to what a person actually needs. If your living costs had 
gone down to a great extent the person might not need the $1.25, but 
since your living standards have gone up, you have got to give him a 
wage which would give him the right to call his home his own, and on 
which he can take care of his family, and in at least some fashion so 
that they can have some of the bare necessities of life. 

When you give a man $1.25 an hour, you are not giving him all of 
the bare necessities of life. You are giving himaminimum. That is 
how I arrived at the figure. 
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_ Chairman Barpen. Do you have any fears of the minimum becom- 
ing a maximum ? 

Mr. Dotxrncer. Well, it is hard to say. I have greater fears that if 
we should enact minimum legislation, that we are going to put through 
more exemptions. I am more afraid of exemptions than anything else. 

And I do not think that the 75 cents that we enacted several years 
ago is good law because there were to many exemptions written into 
the law. For that very reason many people are without employment 
in some areas of this country. : 

Chairman Barpen. Well now, as I understand it then, you must 
of necessity with your program be in favor of both price fixing and 
labor wage fixing? 

Mr. Dotirncer. I = agreed that there should be price fixing if 
there is an emergency. I think we are entitled to a free economy, and 
I think labor is entitled to that free economy, as would be any other 
business person. 

Chairman Barpen. What do you interpret a free economy, half free 
and half controlled, or all free? 

Mr. Dotirncer. But the economy can’t be all free, Mr. Chairman, 
if in certain sections of our country people are getting a minimum 
under State law. 

Chairman Barpen. Then we cannot call it a free economy, can we? 

Mr. Dotirncer. At the present time it is not, no. 

Chairman Barpen. Will it be if we adopt the $1.25? 

Mr. Dotirncer. Yes, if that condition prevails throughout the coun- 
try, throughout the entire length and breadth of our Nation, and there 
are no exemptions in any particular area so that one particular seg- 
ment of the country would say, “Well, we are going to give you $1.25, 
but we will exempt certain industries that we have in our community.” 

If we do away with that we will have a free economy, because then 
we will know that no matter where you are in this country you are 
going to make the same amount of money and so industry will not have 
to run away from one area to another area. Then it will be a question 
of who can produce the most, and who can do the best job. 

Chairman Barpen. You mean you can fit that into a competitive 
economy, when you have everybody drawing the same amount? 

Mr. Dottrncer. Definitely, that is right, Mr. Chairman, and we do 
not have that now. 

Chairman Barpen. Let me see if I understand : Did you say that you 
wanted it fixed so everybody in America would make the same money ? 

Mr. Dorrincer. No, I did not say that. I said if we are going to fix 
a minimum wage of $1.25 an hour, we should fix that minimum so 
that every part of our country will pay the $1.25 as a minimum, and 
they will not exempt certain industries that they have in those locali- 
ties. That is what I am complaining about, and I think under the 
present 75 cents minimum you have that. an 

Chairman Barpen. Are you directly or indirectly complaining of 
the agricultural industry ¢ 

Mr. Dottincer. No, I am not complaining about any segment, and 
I am trying to fix the minimum with all of its exemptions to a certain 
amount, then we can proceed from there. 

Chairman Barven. Let us get back to the thing that I really want 
an answer to. 

Mr. Dottincer. I would like to answer if I can. 
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Chairman Barpen. How do you arrive at $1.25? There must be 
some percentage. You say that living costs have gone up 10 percent 
in some instance and 18 percent in some instances. 

Mr. Doiirneer. That is right. 

Chairman Barpen. If you take the 14 percent and apply it, you do 
not get $1.25. 

Mr. Douianeer. No. 


Chairman Barpven. If you take 18 percent and apply it, you do not 
get to that. 


Mr. Dotirnerr. No, but it was all out of line before, and your 75- 
cent minimum 

Chairman Barpen. Now, we will go into that. How do you know 
it was out of line, and what percentage figures did you use then ? 

Mr. Dotarncer. Well, at 75 cents, the man would be receiving $6 
a day on a 5-day week, and it is $30. Can you tell me, Mr. Chairman, 
in what part of our country a man can live on $30 a week with a 
family? I do not know of any section. I am trying to look at this 
in a mathematical way. 

Chairman Barpen. The man who produces the food that you eat 
in New York lives on less than that. 

Mr. Dotirneer. I am not an expert in that field, and I think most 
of us will agree that we have to rely upon some expert information. 
[ would like to ask the same question of the President, as you said if 
he should come before your committee you would ask him the same 
thing, how he arrived at 90 cents, and why not $1.50 an hour, and why 
he did not go back to 50 cents an hour. 

Chairman Barpen. I will guarantee that if he, or any of his rep- 
resentatives come here, they will be asked that question. 

Mr. Doiirneer. I am quite certain that people will testify that 
those are his feelings in the matter, and if we are going to give a man 
90 cents an hour on an 8-hour day, it is $7.20. 

Chairman Barpen. I never have been able to make enough money 
to meet the needs of my family, as they interpret it. Now, we have 
to have some criteria to go by, otherwise we will just make it $10 an 
hour, and it would not hurt anybody, would it ? 

Mr. Dotirncer. No, it certainly would not. 

Chairman Barpen. Would not $10 an hour make everybody happy ? 

Mr. Dotxi1ncer. Some people get more than that and they are not 
happy. It depends, and we are trying to fix a minimum. 

Chairman Barpen. How high would you have to make it to make 
everybody happy ? 

Mr. Doturncer. Let us ask the Members of Congress. I do not think 
the Members of Congress are happy in some instances. 

Chairman Barpen. What do ‘hay produce there in your section, out- 
side of cashing checks from other sections of the country ? 

: _ Doiiincer. We have the needle industry in the city of New 
ork, 

Mr. Ze.tenKko. The fact that they may be able to cash checks from 
other sections of the country, I believe, is indicative of the fact that 
the other sections of the country have the money, and I do not think 
that they could cash checks from his section in other sections. 

Mr. Doturneer. I can tell you in my particular community, and I 
think Mr. Zelenko can bear me out because his community is somewhat 
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similar to mine, we have to have 3 and 4 families getting together in 
1 apartment because they cannot afford to pay the rent that they are 
asked to pay. 

There is quite a bit of unemployment in the city of New York. It 
is only because some of the industries have moved away. But even 
those who are working are not getting sufficient to get along on. 

Chairman Barpen. Now, let me get back to this: You say you have 
the needle industry ¢ 

Mr. Douiincer. That is right. 

Chairman Barpen. That is making shirts and wearing apparel ? 

Mr. Dotiincer. Of every sort, yes. 

Chairman Barven. Suits of clothes ¢ 

Mr. Doiincer. Yes, we have that. 

Chairman Barpren. Well, most folks wear clothes; do they not? 

Mr. Dotirncer. Surely. 

Chairman Barpen. All right. Now we will say it takes 4 hours, or 
perhaps it ought to take more than that, to make a suit of clothes. 

Mr. Dotirncer. I would not know. I never was in that line. With 
their mass production I suppose it would not take that much, I do 
not know, and I do not have the slightest idea. 

Chairman Barpen. You are going to make me angry if you talk 
like that, with clothes selling at $75, with $9 worth of cloth in them. 

Mr. Dotirncer. The people in my district cannot afford $75 clothes. 

Chairman Barpen. Let us make it 10 hours and not overwork people. 
What do the people make? 

Mr. Dotirncer. They are making more than $1.25 an hour. Those 
people working in that trade are certainly making, I would say, $2 
an hour. I am notsure. 

Chairman Barpen. You say there are some areas in which people are 
making 75 cents an hour; is that right 

Mr. Dotiincer. Yes, that is true. 

Chairman Barpen. Now you are going to make it $1.25, and that is 
$5 added to that suit of clothes; is it not? Thesame fellow that makes 
that suit of clothes is going to pay $5 to get it back. 

Mr. Dotirincer. It is not going to affect the people making clothes, 
because they are getting way beyond the minimum. 

Chairman Barpen. This does not affect your district ¢ 

Mr. Dorszincer. I did not say that. The people in my district are 
not all skilled trade people or mechanics. We have all sorts of people. 

Chairman Barpen. you know of any industry that is paying 
75 cents ¢ ; 

Mr. Doriincer. Plenty of industries are. Some of the people in 
some sections of the needle industry are getting the minimum. I[ 
think the union shops are not paying them that. They are getting 
beyond that figure in the needle industry but there are many industries 
where they are paying no more than what the law prescribes, 75 cents, 
and most people cannot live on that figure. 

The needle industries are leaving New York because of the fact that 
they can get work done for less money in other parts of this country. 
You know that. 

Chairman Barven. I know nothing about New York, Mr. Dollinger, 
as you probably know nothing about my section. That is the way we 
have to operate. 
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Mr. Wier. Your’ New York State Labor Department has a mini- 
ium wage for your intrastate workers that you ought to cite. 

Mr. Douirncer. Yes, a State law, that is right. 

Chairman Barpen. Here is what I started to say, Mr. Dollinger 1 
think the minimum should be raised, from my limited observation of 
conditions, and so forth, and the Government’s gradual tendency to 
raise wages. The Government has become a rather large factor in 
the wage seale. 

The earnings of industries—and when I say industries, the earnings 
of the small-business men can stand a little more—in my opinion defi- 
nitely should go up. As I said yesterday, I can see 90 cents, and pos- 
sibly 95 cents. Then we get into the foggy area where there is ap- 
parently a reluctance on the part of everybody to sit down with a 
pencil and figure it out. 

Now, we figured out a figure on the postal pay raise, and the com- 
mittee did, in my opinion, a very good job, taking everything into con- 
sideration. That was to keep the postal employees from getting out 
of balance with the rest of the situation. 

Now, very frankly, I am not being antagonistic. Iam very earnestly 
seeking information so that when I stand up on the floor and some- 
body says, “How did you arrive at this,” I will have an answer. 

Mr. Dotiincer. I do not suppose I have the answer because that is 
the reason the committee is getting testimony of all persons interested, 
so you people can make your decision as to what should be the increase. 

But the only answer I can give you is that conditions, I think, war- 
rant an inerease, as you have indicated. When we increased the min- 
imum from 40 cents, I think it was, to 75 cents, that was a rather 
drastic increase of close to 100 percent. 

Now, between the 75 cents and the $1.25, that increase is certainly 
not as much as the original increase from 40 cents to 75 cents. I think 
we have more justification today for $1.25 minimum over the 75 cents 
than we had at the 40 cents to 75 cents at the time. 

Chairman Barpen. Well, Mr. Dollinger, that really does not help 
much. I am trying to do at least a part of what you want done. 

Mr. Dotirncer. You cannot get people to work unless you are going 

to be certain that they will be satisfied, because a satisfied employee 
means a satisfied employer. 
_ Chairman Barpen. I am compelled to say this, that along with our 
increasing of the minimum, we ought to increase a little bit the desire 
to work. And, in my opinion, if we do not watch, we will begin to 
slow down this thing, that has made America great, and that is our 
competitive economy, the thing that makes a boy start work, catch a 
vision, and wind up as one of the executives of the company. 

Mr. Doriinerr. I will agree with you. Mr. Chairman, that a man 
should, for whatever he earns, give his all, because his employer is 
entitled to his full services. I do not think any person should be per- 
mitted to dillydally along the wayside and get his money for nothing, 
because that will not keep our country the great country it is. 

Chairman Barpen. They are doing it, and it is costing this Govern- 
ment hundred of millions of dollars a year for what down in my sec- 
tion is called “rocking-chair” money. They will work just long 


enough to draw their unemployment compensation, and then they will 
arrange to get fired. 
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Mr. Dotirneer. I did not come here to advocate that. 

Chairman Barven. I just really want us to take into consideration 
all of the intricate features about our economy. I do not like to be 
put in a position, and I am sure the committee does not, to walk in 
and say “$1.25, or $1.50, or $1.75,” with no reasons and no justifications 
for it. 

Mr. Doxzarncer. I can assure you I never owned a rocking chair, 
and I never had the comfort that one would give. I do not know what 
the luxury of a rocking chair is. 

I think the committee has a right to feel that when we increase the 
minimum standards the man, whoever he is, will work for that, and 
give his full efforts because that is what he should do. _ ; 

Mr. ZetenKo. Will the chairman permit me, possibly, to give an 
answer to his question ? 

I have also introduced a bill asking for $1.25, and I have not asked 
to be a witness. But I got my statistics, I believe, and my background 
material, from the same place or one of the same places that Mr. 
Dollinger did. 

I have asked Dr. Lubin to be a witness here. He is the secre- 
tary of labor of the State of New York, and I believe he will be able 
to answer the questions of the chairman and any other committee mem- 
bers on the economic phase of this, which I believe your question is 
directed to, as to why it should be a certain figure. I believe Dr. 
Lubin would be more apt to supply answers which would satisfy the 
chairman and the other members of the committee. 

Now, on the question of incentive, I do believe that if a man can get 
a higher wage, of course his incentive would be greater. 

Dr. Lubin has been in communication with me, and the clerk of the 
committee has communicated with him, and I think on an economic 
basis he will be able to answer those questions. I could no more answer 
them, particularly if I were in Mr. Dollinger’s chair, than he can 
now. That is, why the $1.25. 

So may I ask the members of the committee to await the testimony 
of an economic expert. 

Chairman Barpen. I will welcome his appearance. I want to say 
this to Mr. Dollinger: I do not know a bit more about this thing than 
you do. I am not posing as knowing the answers. But I do hope that 
the committee will be in a position to have some answers if we go on the 
floor with a bill. 

Thank you, Mr. Dollinger, and it is nice to have you with us. 

The next witness is Mr. Madden. 

Congressman Madden, will you for the benefit of the record give 
your name to the committee, and I think we should say that Mr. 
Madden was formerly a member of this committee. 


STATEMENT OF HON. RAY J. MADDEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Mappen. Mr. Chairman, I am Ray Madden of the First District 
of Indiana. 
First I want to say, Mr. Chairman, that I have had the honor and 
privilege of serving on this committee, and I think maybe one of the 
ig mistakes I have made, of all of the numerous mistakes I have made 


since I have been in Congress, is that I did not stay on this committee. 
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I am indeed happy that the House Committee on Education and 
Labor has decided to hold hearings on increasing the minimum wage 
standards of the Nation. I firmly believe that it is highly essential to 
the economical interests of our nation that minimum wage legislation 
be acted upon favorably and signed into law before this session of 
Congress adjourns. 

It is indeed unfortunate that President Eisenhower has seen fit to 
recommend only an increase from the present 75 cent minimum up to 
90 cents per hour. This falls far short of the economic needs for low- 
income workers, especially considering the inflationary high cost of 
living which all families are subjected to at the present time. An 
increase to 90 cents an hour does not sufficiently cover the rise in the 
cost of living since the present 75 cent minimum became law in 1949. 

A number of bills have been introduced, including H. R. 1818 which 
was filed by me several months ago, calling for an increase to $1.25 
per hour. If the President’s recommendation of 90 cents an hour 
is enacted into law, the full time worker would merely receive an 
annual wage of less than $2,000 a year. It is apparent, considering 
the present high cost of living, that a man and wife with children 
cannot afford the bare necessities of life to his family on that meager 
income. 

It is estimated that the annual wage at $1.25 for 8 hours a day 
and 5 days a week, would bring in an income of $2,500. This income 
would afford the average family in the lower brackets a great improve- 
ment in their status of living and give them an opportunity to enjoy 
at least a few privileges po necessities of life which they are com- 
pelled to forego under their present low income. 

It is estimated that the lowest income for a family living in high 
cost areas of the average metropolitan city should be at least $3,600 
to $4,000 per year in order to meet the necessary living expenses for 
a family of five. 

Unfortunately, the wage scale in a number of our States is far below 
other States, particularly those located in the Southern areas of our 
country. The economic situation in a great many of our Northern 
States today has deteriorated by reason of literally thousands of 
nae and factories moving into States which have a low wage 
scale. 

The Northeast Atlantic States have probably suffered more than 
any area in the country by reason of runaway industry closing their 
shops and factories and moving into certain States in order to take 
advantage of substandard wages. This situation has been becoming 
worse during the last 5 or 6 years until today we have cities in the 
North that are suffering through critical unemployment brought about 
by runaway industry desirous of taking advantage of substandard 
wages, 

mly recently, I received a letter from a metalworker located at 
Indianapolis stating that the top three floors of the factory where he 
is employed has been closed and the machinery moved to Alabama. 
He also stated in the letter that over 250 employees have lost their 
jobs already and that it would be but a short time until the factory 
would be completely closed and moved to the low-wage area. He 
also stated that the situation as it exists in the metal factory was no 
different than in several other industries in the Indianapolis area. 

63489—55—5 
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Unless the Congress takes some steps to improve this unjust and 
unfair distribution of wages throughout the country, our economy 
will suffer far more in the future than it has in the past by reason 
of low-wage standards in certain areas. 

The greatest selling market for products manufactured in low-wage 
areas is in the States which have a high wage and large purchasing 
power. If unemployment is rampant in the high-wage States, the 
factories will eventually close in the low-wage States. 

We should not forget that one of the principal reasons for the great 
depression in the early 1930’s was the fact that our factories and indus- 
tries turned out products and discovered that the purchasing power 
of the country was so low that there was no market for our produc- 
tion. This brought about unemployment and the most devastating 
shattering of our economy in the history of the Nation. 

Purchasing volume among wage earners is as essential for pros- 
perity as purchasing power among the millions of farmers in America. 
After 1933, when our Government took steps to improve the economy 
of the wage earner and the farmer, our economy started to improve 
until we went into the greatest period of prosperity in our history. 

The great industrial areas of the 1920 period learned a costly lesson 
when they discovered that low wages and low consumer income 
throughout America did not provide a market for steel and other 
manufactured products. 

The increase in the minimum wage bracket was promised to the 
American people by both political parties in the recent election. In 
fact, Secretary of Labor Mitchell told the CIO convention in 1953 
that he was shocked to learn that two-thirds of America’s 60 million 
workers were outside the wage-hour law. He further stated that the 
position of these exempt workers was dangerously insecure, but also 
imperiled those covered by the 75-cent minimum wage law. 

It is estimated that there are over 7,500,000 retail workers and 5 
million service trade workers who are not covered by the present low 
minimum wage base. The industries that are covered are often those 
industries in which unions are strong enough to enforce a wage rate for 
higher than the legal minimum. 

The industries exempted are precisely those where a long tradition 
of low pay, plus other factors, make it difficult for the workers to or- 
ganize and present their case effectively. 

Some folks have the false idea that if the minimum-wage rate is 


increased, there must be broader sinsems o That in effect, means 


that we must not have a minimum-wage 
law would have a useful effect. 

Both the A. F. of L. and the CIO have proposed a $1.25 level and if 
this minimum wage base is enacted, or something reasonably close 
thereto, it would have the effect of pumping enormous buying power 
into the hands of consumers, aid prosperity and prove to be an effec- 
tive barrier against the re-occurence of another depression. 

The Department of Labor survey in October 1951, showed that the 
annual income need for an average family was $3,812 a year in New 
Orleans. In the city of Washington, D. C., on account of the in- 
creased cost of living, the essential family income would be $4,454. 
Yet, this family oudget would be far more than the head of a family 
would make at $1.25 an hour. A full year’s work of 2,000 hours at 


se in any industry where the 
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$1.25 minimum would yield only $2,500 compared to the $3,800 re- 
quired for adequate family living in a city like New Orleans. 

The raising of the minimum wage to a just level would indirectly 
bring about a great reduction in disease, crime, and slums. Heads of 
families who are compelled to bring up children with inadequate 
necessities of life, when children are compelled to go to work at an 
early age, when the family producer must work such long hours 
that he has no time for his home, his wife, and his children, develops 
into a dangerous challenge to the state of mind of millions of Ameri- 
cans who live under substandard conditions. It fails to recognize our 
Nation’s interest and welfare in human needs and the protection of 
the family is completely lost through poverty and lack of opportunity. 

I do hope the committee will, without delay, report out a substantial 
increase in the base minimum wage structure, and in doing so carry 
out the promises that both political parties made to the American 
people in the last election. 

Mr. Chairman, that concludes my statement. 

Chairman Barpen. Mr. Bailey. 

Mr. Battery. Mr. Chairman, I want to commend the gentleman from 
Indiana for the information he has given the committee. It has been 
possibly more a practical approach from an economic standpoint than 
that of any of the witnesses that have appeared previously. 

I know the gentleman lives in a heavy industrial area in the State 
of Indiana, and he has evidently given considerable thought to this 
problem because he has collected some statistics that should be very 
helpful to the committee in its consideration of what we will fix as 
a minimum standard wage. 

Mr. Mappen. Thank you. 

Chairman Barpen. Mr. Thompson. 

Mr. THompson. I have no questions. 

Mr. Bowter. All I can say 1s that I want to compliment Mr. Madden 
for the wonderful statement and the information he has given to 
the committee. I think it will be very helpful to us. 

Mr. Mappen. Thank you. 

Mr. ZeLenKO. I wish to compliment Mr. Madden also for his fine 
statement. 

Mr. McConnett. I have no questions. 

Mr. Warnwrient. I would like to ask the gentleman, did you in 
the testimony come up with a specific figure of $1.25 ? 

Mr. Mappen. Yes, sir. 

Mr. Wartnwrient. May I ask how you arrived at the $1.25 figure ? 

Mr. Mappen. In my statement I covered that explanation when I 
compared New Orleans with Washington as to what an average family 
would be required to have considering the present costs. 

Mr. Warnwricut. Specifically you mentioned as far as New Or- 
leans is concerned. The reason I ask the question Mr. Madden is, for 
example, we had one Member of Congress who said it was his intuition, 
and another Member of Congress gave some very good and pertinent 
figures and data similar to yours, but his figure would have been over 
$2, because his figure for the average family for a number of cities 
averaged over $4,000 and it was in the $4,500 range. 
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For New Orleans, for example, the figure that you gave of $3,800 
would be considerably below that, but still would require well above 
the $1.25 figure, and as I compute it would be around $1.86. aif 

Mr. Mappen. I might extend it a little further. In my district, 
only about a month ago I was home and I met with around 40 to 50 
postal workers. We made a survey of the postal workers that were 
there, and out of those postal workers, they averaged around $3,800. 
Those postal workers that were at that meeting, over half of them 
either had outside employment besides their postal duties, or their 
wives were working. 

So when you try to arrive at a kind of a hard and fast figure, I 
believe that you have to take into consideration how much it requires 
for the average family in certain areas under the present high cost of 
living to get along. ny 

Mr. Warnwrieut. And it is about $3,800 in your opinion? 

Mr. Mappen. That is right. : 

Mr. Wainwricut. Thank you, sir. 

Mr. Fretincuuysen. Mr. Madden, you mentioned that you thought 
the President’s proposals in connection with increasing the Federal 
minimum wage were unfortunate, because, as I recall it, of the infla- 
tionary increase in the cost of living which has occurred since 1949. _ 

Do you recognize that too drastic an increase in the Federal mini- 
mum wage might in itself create inflation which would be detrimental 
to the people that you are trying to benefit? — 

Mr. Mappen. I do not think when fo raise the income of the aver- 
age American family, say it would be $1.25, which would bring in 
about $2,500 a year for a man and wife raising children, considering 
the present cost of living, you need to fear any inflation coming by 
reason of that kind of an income to the average American family. 

Mr. FrevincHuysen. Mr. Madden, I think that you recognize that 
inflation would not come because the lowest paid worker would be 
paid more than he now is. That is not the question. I am asking you 
whether you think that too drastic an increase in the minimum wage 
might result in inflationary pressures which would be prejudicial to 
him. The dollar would be worthless and not the number of dollars. 

Mr. Mappen. I am not worried about the Congress enacting too 
drastic an increase. What I am worried about is that the Congress 
does not enact sufficient increase in order to provide an average living 
wage for the average American family. 

Mr. Fretincuuysen. Again you will agree, though, that too drastic 
an increase, and I am not saying what that increase would be, but 
too drastic an increase might result in unemployment, and it might 
— result in price increases which would in turn have an inflationary 
effect. 

Mr. Mappen. That is a matter of degree. You are asking a ques- 
tion there that I think 435 Congressmen, if they have an opportunity 
on the floor of the House to debate this question, I think they can come 
to a fair base for a minimum wage. 

I remember back in 1923 when I mentioned the great Calumet 
region of Indiana when I was a member of this committee. I remem- 
ber Judge Albert Gary was chairman of the board of United States 
Steel Corp. and made a speech in Gary, in which he stated that if a 
law was passed that compelled the steelworker to work under 12 and 
14 hours a day and 7 days a week, and any increase of wages—and 





AMENDMENT TO INCREASE THE MINIMUM WAGE 51 


steelworkers then were getting about $1.50 a day—steel could not be 
produced at a profit. 

Do you know that when the depression hit it was discovered that 
they had about 45 members of the board in high brackets in the 
United States that were receiving income of around $4,000 or $5,000 
a year. 

But Judge Gary, who was a great expert on wages and on industrial 
successes, said that they could not produce steel profitably at less than 
12 and 14 hours a day 7 days a week. 

Mr. Frevincuvuysen. 1 am not representing that point of view in 
asking you this question, I do not believe. I am not saying that we 
cannot afford any increase, and I am asking you whether we do not, 
as Members of Congress, and particularly as members of this com- 
mittee, have to consider carefully the effects of any increase. 

Mr. Mappen. That is true, but as I say, I think 435 Congressmen 
will arrive at a just minimum base if they are given an opportunity 
to vote on this legislation. I do not think what they will arrive at is 
going to be inflationary. 

Mr. FretincHvuysen. It will not if this committee does its job, and 
if the Congress then passes on the job and approves what wedo. But 
it will if we do something that does not consider its effects. 

Mr. Mappen. Congress might improve on what the committee does. 

Mr. Fretincuuysen. It is quite possible. Again we are faced with 
a situation, and I think we are making an honest attempt to achieve 
a reasonable increase. 

Mr. Mappen. And I want to cooperate in every way with both the 
committee and the Congress in making an honest attempt to bring 


about a living wage for millions of American families today, under 
the inflationary conditions, which do not have a living wage. 

Mr. FretincHuysen. You mentioned—and I, as one of the new 
members of the committee, have not had any experience with the over- 
all problem of why the minimum wage is important and how an in- 
crease will affect the country and the economy of the country—this 
$2,000 a er figure for a full-time worker. ' 


Now, I am wondering what you consider the function of a Federal 
minimum wage. Is not the basic function to provide a floor, and not 
to provide the prevailing wage for workers throughout the country ? 

Mr. Mappen. Yes, sir. 

Mr. FrevincHuysen. So that the $2,000 a year figure is not the pre- 
vailing wage that would result if we have a 90-cent minimum ? 

Mr. Mappen. It would be a base. 

Mr. Frevincuvuysen. It is a floor, under which we would not be 
allowed to go. 

Mr. Mappen. That is right. 

Mr. FretincHuysEN. You also mentioned a situation which inter- 
ests me because I do come from the northeast area of the country. You 
said that the northeast has suffered severely from runaway shops and 
so on. 

Mr. Mappen. That is right. 

Mr. Frevincuuysen. And that an increase to $1.25 might arrest that 
migration, as I understand it ? 

Mr. Mappen. I do not particularly say an increase to $1.25 would 
prevent it, but nevertheless it would help. 
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Mr. Fretincuuysen. Do you think that the migration has resulted 
because we do not have a minimum wage above 75 cents? 

Mr. Mappen. I would not say that particularly, but it is one of the 
contributions. 

Mr. Fretincuvuysen. Why is it relevant, if it has not resulted in 
a situation which presently exists, and would not change the situ- 
ation if we should increase it. 

In my own State, or in New York, $1.25 minimum would probably 
not have any drastic effect, and I am not speaking as an expert. But 
I do not believe it would have any drastic effect in this problem of 
migration of labor away from our State. 

Mr. Manppen. Let me say this, that this minimum-wage legislation 
is to my mind just a part of a pattern wherein I believe that there 
should be something done to bring up the wage base to make it more 
uniform throughout the country. 

The gentleman is from New Jersey, and I think that possibly New 
Jersey has been struck quite a little by reason of factories moving 
out of his State into areas where they can secure lower priced labor. 

Mr. Fretincuvuysen. If, as you suggested, we could arrest migration 
by increasing the Federal minimum wage I should think that you, or 
perhaps that I, as a representative of New Jersey, should increase it 
to $1.75 or $2. 

Mr. Mappen. I do not say that you would arrest runaway industry. 
That would not be done. But I would say it would be a step. 

Mr. Frevincuuysen. I am just wondering how helpful it would 
be. I got the impression from you that you thought it might possibly 
arrest the migration that was going on. 

Mr. Manpen. I think it would be a step in the right direction. 

Mr. Tuompson. I might say, although I have not seen any proof 
which I would consider positive of it, I have seen fairly authoritative 
economists and people in our State of New Jersey who hold that the 
increase to $1.25 would in fact be one of the major factors to pre- 
vent this unnatural migration of industry from our State. 

Mr. Fretincuvysen. If we were going to use it as in effect a tariff 
barrier, we ought to get it up to $1.75 and make it worthwhile for 
the people to stay in our State. 

Mr. THompson. I do not know that the purpose is a tariff barrier 
at all. I think on the contrary it is not. 

Mr. Frevtncnuysen. Well, it is an attempt to equalize labor condi- 
tions throughout the country, and the only way we could do it in a way 
that would be beneficial to our State would + to really get it up to 
compete with the minimum wage which presently exists in our State 
of New Jersey. 

Thank you, Mr. Chairman, and I just wanted to have Mr. Madden 
clarify his position. 

Mr. ZetenKko. There has been no raise, of course, in the minimum 
wage since 1949. 

Mr. Mappen. No. 

Mr. ZetenKxo. Nevertheless, Mr. Madden, there has been increase in 
the cost of living and certain inflationary tendencies? 

Mr. Mappen. That is right. 

Mr. ZeLeEnKO. Would not that indicate that there is not any signifi- 
cant connection between the raise in the minimum wage and the infla- 
tionary tendency of the cost of living? 
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Mr. Mappen. Yes, sir, that would be a contributing factor, no doubt. 

Mr. ZetenKko. But it would not be too significant, because prices 
have been raised and inflationary tendencies have occurred despite the 
fact that minimum wage has not been raised 

Mr. Mappen. That is right. 

Mr. Zevenko. Now, it has been indicated to you by questions from 
the gentleman from New Jersey, or you have been asked why you are 
not advocating a raise in the minimum wage to $1.80. Is it not a fact 
that you do not want to, yourself, go into too drastic a raise, but take it 
a part at a time and see the general effect and conditions ? 

Mr. Mappen. I believe the Congress should look for an improvement 
in the present low minimum wage. Now, what that figure should be, 
that is up to the great legislative body that we are Members of to 
decide. 

Mr. ZeLenKo. I have one more question, sir, if I may. The statis- 
tics that you have brought before us are based not on abstract eco- 
nomic figures, but just on plain bread and butter figures ¢ 

Mr. Mappen. That is right. 

Mr. ZetenKo. And you feel that is just as good a basis as any to ar- 
rive at what you feel is a proper solution ; is that right ¢ 

Mr. Mavpen. That is right. 

Mr. ZeLENKO. Thank you. 

Chairman Barpen. Mr. Madden, what causes inflation ? 

Mr. Mappen. Well, probably a number of things contribute to in- 
flation. In the first place, I think the major cause that has brought 
about inflation in this country during your time and my time has been 
two world wars. : 

Chairman Barpen. How did they bring it about ? 

Mr. Mappen. By terrific war production and extra ordnance for 
material. 

Chairman Barpen. It was by the Government pouring in unusual 
quantities of money ; is that right ? 

Mr. Mappen. Well, by an unnatural and abnormal amount of war 
production, that brings it about. 

Chairman Barpen. You spoke a moment ago about the inflationary 
conditions, and about the increased cost of living. Is not what we want 
a little more stable currency to where we will not have to guess what 
the inflation is this year, and guess what it is next year? Is it not pos- 
sible somewhere in this Congress for there to be enough sense that we 
can get things in balance to the point that we will not keep climbing 
the pole to the point where there will be no more pole ? 

Mr. Mappen. I entirely agree with you, Mr. Chairman. But I do 
not think that raising the income or making a base for the income of 
the average American family up to around $2,500 a year, which would 
be $1.25 an hour, is going to ruin our country at all. 

Let me complete that, Mr. Chairman. I think the closest the country 
ever came to complete breakdown of our economy and ruining our sys- 
tem of government was back in 1930, 1931, and 1932, by reason of a 
depression that was brought about by low wages and by the people 
in the top brackets through stock market speculation, and through 
real-estate speculation, making great profits at the top and keeping 
wages down. 

I remember in 1929 they all woke up one October day and found out 
that there was not any buying power on account of low wages. Ifa 
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Member of Congress in those days came on the floor of the House or 
the Senate and talked about a minimum wage, they would call him a 
Bolshevik. 

But if we had had a few Members of Congress back in those days 
that took an interest in a living wage for millions of consumers so 
they would have purchasing power, we would not have had people 
jumping out of windows in October 1929—like you and I went through, 
Mr. Chairman. 

It is an easy matter to talk in technicalities about how much a family 
should have and how much they should not have. Let us just try and 
arrive at legislation that will give the average American family enough 
food and enough clothing and enough of the things in life that the 
people in the higher brackets enjoy. 

Now, I mentioned that because, Mr. Chairman, I went through that 
period the same as you did. I saw laboring people that were making 
low subnormal wages in the factories in northwest Indiana stand in 
line, women crying at banks trying to get their money out, when they 
were closing overnight. 

What brought that about? It was nothing but substandard low 
wages. As I say, any Member of Congress in those days that made a 
fight about improving the lot of labor unions, or improving the in- 
come of the average consumer, or laboring man, was called a radical. 
He was called a Bolshevik. 

Now, we are growing out of those times, and unfortunately, I can 
see a tendency as the country gets more prosperous for certain in- 
fluences to start to shift back into the same trend that brought about 
such an economic devastation of our country in 1930, 1931, and 19232. 

Chairman Barpen. Well now, Mr. Madden, you oversimplified the 
question of the depression. I suppose I experienced about as many 
angles of that as you did, or anybody else, as far as that is concerned. 
You cannot sim ary it to the point where you can say that low wages 
did the whole job. You have to go back to the fact that the people who 
hired the wage earner did not have the money to pay the wages. 

Mr. Mappen. Wait a minute, Mr. Chairman. I just told you about 
the case of Mr. Gary, and about 50 directors of the United States Steel 
Corp. that were declaring bonuses around $400,000 a year, and that 
was exposed during the depression. So you cannot say that it was by 
a of lack of profits that they could not pay a living wage in those 

ays. 

Chalten Barpen. I do not know a thing in the world about what 
you did in Indiana at that time. 

Mr. Mappen. That was the same in Pittsburgh, or South Carolina, 
or California, or Florida. 

Chairman Barpen. Just let me say that that is not what caused the 
depression. There was a whole series of events, just as you said a 
while ago of what causes inflation. The reverse of the causes of in- 
flation cause depression. They are just as complicated, and there are 
just as many angles so far as that is concerned. You can talk about 
some of the big shots, I have heard you give a tirade on folks who 
make money. 

Mr. Mappen. I am not opposed to folks who make money, but I am 
opposed to folks who make money and deny giving millions of pur- 
chasing power to keep the economy up. 
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Chairman Barpen. You and I both have tried to make nearly every 
dollar that we could make honorably. 

Mr. Mappen. When you talk about those things, I recall I sat in 
this committee in 1947, and I gave warnings in regard to the Taft- 
Hartley law that are coming true today. I remember that we re- 
ceived arguments in this committee in those days and I remember our 
good friend Fred Hartley spoke on the floor of the House and said that 
if you pass the Taft-Hartley law the millenium will have arrived and 
there will be no more labor-management difficulties. We had more 
strikes and loss of man-hours in 1952 than we have had in our history. 
Today you cannot pick up a paper but what we have strikes and loss 
of man-hours. The country was sold on the Taft-Hartley law through 
propaganda, and even our distinguished candidate for President in 
1952 said “I know there are labor-busting provisions in the Taft- 
Hartley law,” but up to this hour he has not done anything about it. 

Chairman Barpen. You do not mind me interrupting you, do you ? 

Mr. Mappen. I say it is time we do something about it. Let us 
do something about these things. 

Chairman Barven. You do not mind a slight interruption, do you ? 
Let me say to the gentleman that here is one of the members that 
helped write the Taft-Hartley law, and I am definitely proud of it. I 
am going to tell you something else. At the time you were sounding 
off for big labor and against big business, and that has been your theme 
song ever since I have known you, at that time there was a horrible 
situation existing in this country. It bordered on anarchy, and you 
know it as well as I do, and the good American people demanded the 
remedy, and as best they could, this committee wrote the remedy. You 
heard the labor leaders come before this committee, and when I asked 
the question, “Give us some help in writing this law, and we want to 
bring order out of this chaos,” the recommendation was for Congress 
to go home 10 years and go to sleep, and to let them further carry on 
in this country. 

Now, we have just experienced a nice little strike with the Southern 
Bell Telephone Co. 

Mr. Mappen. That was all going to be remedied by the Taft-Hartley 
law, according to our distinguished chairman, Mr. Hartley, at that 
time. 

Chairman Barpen. They only blew up about $2 million worth of 
homes, and assaulted people, and everything else. This country can- 
not operate that way, and we must have an orderly organized society. 
We must have some rules and regulations upon which we can operate. 
Just because you happen to be wrapped in with that particular group, 
[ say to you that no person should have the right to blow up my home 
or to tear up my property because he carries a card in his pocket. That 
is what you advocate. 

Mr. Mappen. Could I have a few minutes on that? 

Chairman Barpen. I think we can get off that subject. 

Mr. Mappen. Could I have a few minutes to answer what the chair- 
man said in regard to me? 

Chairman Barpen. I am like you, I do not want any interruptions. 

Mr. Mappen. Let me say this, Mr. Chairman, on the statement you 
made in regard to blowing up this, and blowing up that: Certainly I 


know that there have been labor leaders, some of them, that have gone 
out 
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Chairman Barpen. And you say “Don’t regulate it and don’t inter- 
fere with it?” 

Mr. Mappen. Let me say one thing further. When you find one 
labor leader of the type you describe there, you find dozens that are 
trying to build this country. I remember going over on the boat at 
the time of the Katyn massacre investigation, and their were eight 
labor leaders from the A. F. of L., CIO, and the Railway Brotherhood 
going over to Europe helping out to keep communism out of European 

abor. But we never hear anything from these big operators regard- 
ing what labor has done to save not only European labor, but American 
labor from being taken over by Communists. But you pick out a few 
labor leaders, and you try to throw a smokescreen over all labor by 
picking out a few labor leaders. 

I remember during the depression when they convicted bankers in 
this country, and I remember when the head of the New York Stock 
Exchange was sent to the penitentiary, but I am not condemning all 
bankers, and I am not condemning all members of the New York 
Stock Exchange. 

Chairman Barpen. I can remember when Congressmen were sent 
to the penitentiary. 

Mr. Mappen. By golly, you are right. 

Chairman Barpen. I remember that. 

Mr. Mappen. That is unfortunate, too. 

Chairman Barpen. I do not know whether it was or not. 

Mr. Mappen. It was unfortunate that that situation came about. 

Chairman Barpen. But it was not unfortunate to send them to the 
penitentiary. 

Mr. ZeLENKO. Perhaps we can remember the $1.25, and get back to 
that. 

Mr. Mappen. I think, Mr. Chairman, all of these things that we 
are talking about are constructive and should be tied in with what 
we are considering right now. After all, we are now almost in June, 
and after both political parties promised the American people some- 
thing would happen to minimum wage, here we are in June on the 
shadow of adjournment and we are beginning to talk about minimum 
wage when we should have been talking about it last February and 
have a bill passed by now. 

Chairman Barpen. Let me remind the gentleman that he even went 
so far afield he had to bring in Taft-Hartley. That is not all on one 
side. Let me say this: I think this question of “dragging—”. What 
was that term you used ? 

Mr. Mappen. “Runaway industry.” 

Chairman Barpen. “Runaway industry,” that is right. 

Mr. Mappen. For the benefit of the chairman, he should remember 
Senator Kennedy’s speech made on the floor of the Senate on runaway 
industry last fall, and it is very enlightening. 

Chairman Barpen. Unfortunately, I do not regard Senator Ken- 
nedy as an authority on anything pertaining to runaway industry. 
But I want to say this, that as far as my district is concerned, I am 
mt, SOON 0E with it. If they will run the other way, it suits me all 
right. 

Mr. Mappen. Let me make an answer to you. In answer to that 
statement, just as soon as the men and women who are working in these 
higher paid localities like New Jersey and Chicago, and Pennsyl- 
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vania, as soon as they are thrown out of work, it does not take long 
for the industries down in your locality to close their doors because 
they cannot sell those products they are making down there at a low 
wage scale unless they sell them to the people who are making money 
in the North. If you send enough industries out of the North so that 
there is no purchasing power in the North, to buy what you are manu- 
facturing down South, you will have a lot of unemployment on your 
hands in the South. ‘That is what we are all trying to do. It is to 
try and bring up this purchasing power so that we are going to have 
some kind of a stable economy in this country. 

Chairman Barpen. This thing of blaming somebody else for their 
own shortcomings has been going on ever since time started. It is 
never pleasant to blame ourselves. We never blame ourselves for 
conditions around us. We always prefer to blame somebody else off 
yonder, and say “He did it, he is a sorry cuss.” 

Mr. Mappen. I am not that way. I like to put the blame where I 
think it exists. 

Chairman Barpen. Except on Mr. Madden. 

Mr. Mappen. Oh no, I am taking some of it, too. 

Chairman Barven. Let me say to you that I think this is a very 
strange setup. Big business and big labor both in North Carolina, 
the biggest cotton mills set up in North Carolina, and some of the 
biggest ones, and I do not limit to one, are pushing for the same 
thing you are. 


Now, what is going to happen to undermechanized and under- 
financed industry 


When you s of industry, you speak of those tremendous steel 
mills around Indiana, and I have seen them. They are tremendous 
things. The only thing we have that big down my way is the ocean. 
But they are tremendous setups. 

Now, the small 4- or 5- or 6- or 8-man operations are undermechan- 
ized and underfinanced. They play a tremendous part in the economy 

see | 


of this Nation. I can hardl ow we can overlook those impor- 
tant people. Just because the big cotton mill industry in my State 
is demanding it does not justify it with me. I know there are some 
selfish motives behind it, and you do too. What we want, Mr. Mad- 
den, and I think the committee is entitled to it, is some kind of support 
in the way of reason. I go along with you on the raise of the min- 
imum wage, but I do not know how far to go. It is too dangerous 
to toy with. There should be some kind of compilation before you 
come up with your medicine or your prescription. There ought to 
be a little bit of diagnosis. Otherwise, you are just as liable to kill 
your patient as you are to help him. 

Mr. Mappen. Mr. Chairman, will you yield there? 

Chairman Barpen. Yes. 

Mr. Mappen. I have a great respect for this committee, and I have 
a great respect for the chairman. 

Chairman Barpen. Thank you, sir. That is mutual. 

Mr. Mappen. I do think this, and I sincerely think this, that if your 
committee would report out a substantial minimum wage—my bill 
asks for $1.25, which I think is substantial, that would bring in about 
$25 a year to the average family—if you would let it go over the floor 
of the House, we have a great and brilliant and intelligent cross section 
of American life over on the floor of the House, representing all pro- 
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fessions and all business and all industry, and I think when the 435 
Members of the floor of the House debate and amend this law they 
will come pretty nearly arriving at what will be a fair minimum wage. 

Now, would the chairman be willing to go along on that ! 

Chairman Barven. Let me say I think that I have the proper con- 
ception of the duty of a committee. I do not think the Congress will 
have any more brains collectively than they have individually. Now, 
I think that you are far above the average Member of Congress, and 
if you look me in the eye, and tell me you do not know 

Mr. Mavven. I do not say I do not know. I mean I say that I can 
strike a balance. 

Chairman Barpen. If you know, why do you not tell us? 

Mr. Mappen. I can strike a balance between what the average family 
is receiving in my area and what they need to get along on consider- 
ing the high cost of living. That is as near as any human can come 
to this thing. 

Chairman Barpen. You confine that to your area? 

Mr. Mappen. If you give the Members of Congress, 435 of them an 
opportunity to debate this thing, we will arrive at what I think will 
be a just minimtim wage, and not devastate the country by inflation. 
That is all we are asking, and I know that the chairman would not 
deny the Members of Congress an opportunity to debate and amend 
this bill, and arrive at a decision, would you? 

Chairman Barpen. Your committee does it sometimes. Are you 
not a member of thé Rules Committee ? 

Mr. Mappen. Yes, I am a member of the Rules Committee. Bu 
over my objection they might do it sometimes, but I want to see the 
Members of Congress do it, and Mr. Barden, whenever you come be- 
fore the Rules Committee, that is one thing I insist on. I say “Well, 
now, let us give 435 Members of Congress elected by the people an 
opportunity to decide on this thing, and why should we 12 sit in here 
and say ‘no, the people cannot vote on this question’.” 

I believe we are entitled to an opportunity to speak our minds on 
such a vital thing as this. 

Chairman Barpven. This committee is trying to give the Congress 
that, and this committee is trying to do what the gentleman’s commit- 
tee does. Seldom does a rule come up there that you do not require it 
to be changed, and you put in this limitation, and that limitation. 

Mr. Mappen. Would the gentleman be referring to perhaps the 
membership of the Rules Committee in back Congresses, or this pres- 
ent Rules Committee ? 

Chairman Barpven. The present Rules Committee is just as good as 
the ones back, and the ones back just as good as the one now. 

Mr. Manpen. I think far more bills get on the floor of the House 
out of this committee today than they did back in your time, and in 
my time, when we first came to Congress. That is the way I believe. 
I think all committees are improving. I think that this committee has 
improved a great deal since we passed the Taft-Hartley law. I am 
going to pay a tribute, because I think that the Taft-Hartley law 
could not be passed if this committee were sitting instead of the com- 
mittee sitting in 1947. 

Chairman Barven. If that is true, this committee should repeal it. 

Mr. Mappen. You can go further and do worse. 

Chairman Barpen. I have not found any move in here to repeal it. 
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Mr. ZELENKO. I so move, Mr. Chairman. 

Mr. ‘THompson. When you jumped out the window with Mr. Mad- 
den in 1932, who landed on whom 

Chairman Barpen. I will say to the gentleman that Mr. Madden 
did not jump out the window and I did not either. 

Mr. THompeson. He said you jumped out the window together in 
1932. 

Mr. Mappen. In 1932, whenever the average person in some of these 
localities came in to get a room at a hotel, the clerk would asx him 
whether he wanted the room for sleeping purposes or for jumping 
purposes. That was all brought about by low wages, Mr. Barden. 

Chairman Barpen. I will not pursue this further, because if we do 
I am satisfied not only the committee members but those within our 
hearing will be convinced that both of us jumped out the window and 
landed on our heads. 

I really seriously started to ask for some kind of figures to arrive at 
some justification as to fixing the amount of the increase. I would 
like to have some conclusion satisfactory to myself at least, that I am 
in the range of right, and there is a way to do it. I am satisfied the 
gentleman does not have the answer, and I certainly do not have it. 
But every time I get a chance to ask a witness, I am going to keep on 
until I think ne I will find somebody that will come up with some- 
thing better than a guess. I would love to see everybody earning $5 
an hour, or $10 an hour, if that was the answer, but that is not the 
answer. It is not more money that will give the answer, it is what the 
money will buy. When you begin to reduce the buying power of 
money you then hit the nerve center. The buying power of the indi- 
vidual is governed by the buying power of the money he has. 

We are now wrestling with, maybe using some criteria, they say, a 
45 or 50 cent dollar. It can go to a 25 cent dollar, and it can go to 
1 cent. As an illustration I used yesterday, I do not know whether 
you were in World War I or not, but I was. 

Mr. Mappen. I was there with you. 

Chairman Barpen. Do you recall very distinctly the French frane 
a worth 24 and a fraction cents, but I bought them 600 for a dollar 
ately. 

I do not want to be a party to carrying this thing to the point that 
we destroy the buying power of the dollar which the man must have to 
buy his food. 

Mr. Mappen. Would you yield there, Mr. Chairman ? 

Chairman Barpen. That is all I have to say. 

Mr. Mappen. I would not suggest that you become too exercised 
about whether the low-income family makes $1,800 a year or $2,200 
or 2,500 a year, but I should think we all should become more exer- 
cised as to why the stock market has gone up 47 percent in the last 3 
years and why we as Members of Congress have allowed the oil com- 
panies to have a 27-percent depletion allowance when if we cut that 
out it would reduce the taxes on the average small-income person and 
it would give him more money to buy the necessities of life. So when 
we are talking about inflation, and about these great problems, I think 
the Members of Congress could do a great deal to eliminate this infla- 
tion thing instead of taking it out of the hides of the poor fellow mak- 
ing $1,800 a year trying to support a family of 4 and 5 kids during 
these high prices. 
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Chairman Barpen. Let me say to the gentleman that that speech, 
I am satisfied, will send you back to Congress if you will deliver it 
agaln. 

oor. Mappen. It will send a lot of us if we follow through, but if 
we do not follow through there will be a lot of us out of Congress. 

Chairman Barpen. What I am interested in is some information 
here, and the gentlemen knows that there is not anybody on this com- 
mittee trying to take things out of the hide of the poor people. If the 

entleman is familiar with America he knows that the poor people to- 
ay, if you will give them a chance, will be the rich folks next time. 

Mr. Mappen. That sounds very good on paper. 

Chairman Barpen. That is what I want to preserve. 

Mr. Mappen. We observed in 1936, 1937, and 1938, a lot of things 
were not done by this Congress to help out the poor people. We might 
have had a man on iealback come and take the country over. But 
the Congress helped out the poor people, and they gave the folks an 
opportunity to organize and an opportunity to raise their wages, and 
an opportunity to have better labor conditions, and gave the farmers 
an opportunity to make some money. I think that by giving the poor 
people, the so-called unfortunate folks that through no fault of their 
own could not work, or the farmers through no fault of their own 
did not have any place to sell their products—I think we helped our 
country in those days. I think by passing out this minimum wage 
at $1.25 and letting the Congress decide what is fair, we are going to 
help the country again. 

Chairman Barpen. Well let me say to the gentleman, and this is 
the last I have to say about it, he is no more concerned about the poor 
people than I am. 

r. Mappen. I think that you are right on that, and I agree with 
ou. 
’ Chairman Barpen. The rest of the gentlemen around here are as 
honorable as you and I. 

Mr. Mappen. Perhaps you think differently than I do and perhaps 
you have a different method but I appreciate that you are very much 
concerned with it. 

Chairman Barpen. There is one trouble with this country. From 
looking from our eyes, and your eyes, the country has never been run 
exactly like you and I think it should be. Now, if they would just 
turn the country over to me, I am satisfied that I could run it just 
right, at least satisfactory to myself, until the things I began to do 
blow up in my face. The same would be true with you. But that is 
what we cannot afford to do. If you run it, I would not like the way 
you run it, and if I run it, I know you would not like the way I run it. 
But we do have to have an organized society. When this Congress is 
dealing with a vital part of our economy I think this committee is 
entitled to at least an opportunity to put forth an effort to get the 
best thought on what is the right thing to do for our economy rather 
than to do like a kid with a $500 watch—take the face off it and begin 
to tinker with the wheels. 

Mr. Mappen. I think that you are right on that, Mr. Chairman. 

Chairman Barpen. I am serious when I go to this. I do not think 
that we can afford to guess now, and then forget the people that are 
going to be thrown out of employment and forget the le that 
are going to have to pay through the nose. We cannot dothst; and 
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we just simply must approach it in some other method other than 
cuessing. 
° eal tne I ask the question, somebody will interpret it that I am 
against increasing the minimum wage. That is not only wrong, it 
is just silly. I am in favor of it. This committee should be able to 
garner some information about what is the right thing. We can say 
low much the cost of living increases, 14 — or 18 percent. We 
should start somewhere an as to get down to a percentage basis. 
As I say to the gentleman in all seriousness, I am sure he will agree 
with me, if we guess this time, and the next Congress guesses, and each 
time we go up and up, it is silly to say the same thing cannot happen to 
our economy and our monetary system as happened in other places of 
the world, Just because inflation is popular and enjoyed by those who 
for the moment participate in it, does not necessarily mean that it is a 
good remedy for this country. I know basically that the gentleman 
agrees with that. So this hassel that we have engaged in really was 
not because we jumped out the window and landed on our heads. It 
is because we are both interested and we would like a right answer to 
this instead of a guess. 

Mr. Mappen. I want to thank the chairman and the members of 
the committee for giving me this opportunity to express some of my 
views on various matters. We had a good time. 


STATEMENT OF HON. CHARLES A. VANIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Vantx. Mr. Chairman and members of the committee. I have 
a brief statement that I want to present to the committee. 

As a Member of Congress from the 21st District of Ohio, which is 
the east side of Cleveland, I want to take this o ms 8 to urge your 


committee to report out a minimum wage of $1.25 per hour with the 
broadest kind of coverage. 


My district is BrRPDaN an area of workers, a great many of whom 


would be affected by this legislation because we have a great number 
of industries that are paying less than this minimum wage. So we 
are as drastically affected as any other section of the country. I am 
not an expert economist, and as a matter of fact I am neither an 
expert or economist, but I wish to point out that if the 75 cents per 
hour minimum wage was determined as reasonable by Congress in 
1949, certainly $1.25 per hour is a reasonable minimum wage today. 
lhe rising cost of living demands this increase in the minimum. If 
the committee seeks a formula, I might point out that the formula can 
be determined as that figure at which a family of 4, consisting of a 
husband and wife and 2 children, can live on a decent standard of 
living. This is more than a question of economics, and it is a ques- 
tion of morality. I think it is a question of morality that each and 
every member of this committee must face. 

_ Now, we in America must avoid destruction by sectionalism. It 
is tragic to see one part of America competing with another when 
the competition between regions in America is not in the quality of 
the product—but in the differential that may exist in labor costs. It 
is competition at the expense of the living standards of workers and 
it thereby becomes unfair. Production regions in America should 
compete on the availability of resources, utility services, skills and 
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markets, but never on the basis of cheap-labor forces. This kind of 
labor competition could sap the strength of the country. 

To point up the unfair effect of regional competition, permit me to 
call your attention to a recent situation in which a plant in my dis- 
trict, the Van Dorn Iron Works lost its Postal Department contract 
of long years standing to build mailboxes to a southern company. 
The difference in the bid was a mere 15 cents per mailbox. We had 
been making mailboxes in America for a long time. All over the 
country you will see these mailboxes made by the Van Dorn Iron 
Works of Cleveland. Just a short time ago the Postal Department 
awarded the contract to another company. I believe that this com- 
pany is a Georgia company. 

This was the Know-Warrenton Co. They bid 15 cents a box less 
than the Van Dorn Iron Works of Cleveland. The underbidding 
company pays an average wage of $1 per hour while the Van Dorn 
Co. paid an average wage of $1.90 per hour. With 6% labor hours 
required in the construction cost of each box, the Van Dorn Iron 
Works in Cleveland paid a labor cost of $12.35 for the construction 
of each mailbox while the underbidding southern company pays a 
labor cost: of $6.50, or $5.85 less per sali. So that while the Gov 
ernment has saved 15 cents per mailbox, the economy has lost $5.85 
per mailbox in purchasing power and living standards for each mail- 
box produced. 

Chairman Barpen. Would you mind putting the address of that 
company in the record ? 
eat. Vanik. That is located on Wood Hill Road, in Cleveland, 

io. 

Chairman Barpen. And the other company ? 

~~ Vantk. I think it is the Know-Warrenton Co. of Warren- 
ton, Ga. 

Getting a contract on this basis may be good for one district or 
another, but it is not good for America. That kind of loss of purchas- 
ing power is something that is going to effect our whole economy. 
That $5.85 is lost forever. Only 15 cents of it is the Federal Govern- 
ment’s gain, and the other $5.70 must be involved in profit that some- 
one is accumulating. 

Now, an increased minimum wage is essential to stabilized family 
life. Today, in addition to the employed heads of families, there are 
millions of working wives and wr te family workers. These addi- 
tional workers have left their vital home responsibilities in order to 
supplement the family budget. Their loss to the home is irreparable 
in the costly development of juvenile and family delinquency. These 
working mothers would prefer to dedicate their efforts to family care 
instead of supplementing family income by their necessary employ- 
ment. However, the increased costs of living demand their employ- 
ment. A minimum wage increase to $1.25 would increase the income- 
productivity of the head of the family and thereby permit the return 
of millions of working wives and mothers to their families and their 
vital household responsibilities. Their places in industry would be 
thus opened to the increasing numbers of our working force. 

There is concern about the inflationary effect of an increase in the 
minimum wage. The increase would hardly be noticed in our grow- 
ing economy. The principal effect of $1.25 per hour minimum wage 
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would be to lift the workers at the lowest income-productivity levels to 
a more dignified plateau. The cost of an increased minimum wage 
would be more than offset by the savings in the high cost of com- ; 
munity social services to this underpaid group. 

I want to say even in our northern cities and throughout them there 
are pockets of low wages in every so-called high-wage area. These 
pockets menace the units that pay a decent scale of wages, not merely 
the problem of regional competition, so that is not the only factor 
involved. 

An increased minimum wage, Mr. Chairman, and members of the 
committee, is in my judgment essential to an established family life. 

An equally important gain would be achieved in reducing the ten- 
sion of regional competition between areas of production. An in- 
creased minimum wage is in effect, a code of fair play between the 
several States for the benefit of the marginal worker. 

I urge your adoption of $1.25 per hour minimum-wage bill. 

Mr. Batter. I want to thank the gentleman for his forthright pres- 
entation, particularly his calling attention to the inequality in the costs 
of production and profits between competing industries. The illustra- 
tion of the plant in Cleveland with the one in North Carolina is a 
good illustration of what is going on all over this country. Many of 
them are paying wages above the fixed standard of 75 cents and I 
believe that way true in the case of the southern company. But that 
kind of competition goes on wherever they are taking advantage of 
differentials in wages. 

The proper minimum wage would go a long way toward eliminating 
that unfair competition. That is all, Mr. Chairman. 

Mr. Wier. I have no question, and I think he has done a fairly 
good job. Do you have any rural area? 

Mr. VaniK. I have no rural areas at all in my district, but I want 
to point out that there are a great many plants that have moved out 
and are moving out right now. We are suffering with that through- 
out my area. 

Mr. Wier. I think that is true all over. 

Mr. Vanik. I have a large area of marginal workers and they are 
being displaced. 

Mr. Roosevett. I would like to compliment Congressman Vanik 
also for his excellent statement. 

Mr. Tuompson. I would like to compliment Mr. Vanik. 

Mr. Bowxer. I think the statement that has been presented here by 
the Congressman is very helpful in helping us to arrive at our con- 
clusions on this minimum-wage question which is before us. 

Mr. McDowetz. I want to compliment the Congressman on his pre- 
sentation, and the very good figures which he used there to compare 
the loss of those dollars and cents, and I would suggest that perhaps in 
the long run, the Post Office Department did not save any money for 
the Government, and they probably lost more in taxes than they saved 
in the 15 cents on the mailboxes. 

Mr. Zetenko. I want to thank you for your statement, and also ask 
you just one question. That is whether or not in your research and in 
your reading, you have not found that the lower the wage of the mar- 
ginal workers, the greater inflation that the country has. That is, 
taking the countries of the world as a rule, 

63489-—55———6 * 
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Mr. VantK. I quite agree with your statement. I think we have to 
in estimating the cost of a low wage paid to a marginal worker, we 
have to take into consideration the great expenses that are incurred, 
the costs that go into providing a great many social services, that he 
cannot buy, and he cannot afford to buy proper medical care, he can- 
not afford to buy proper hospital care, he cannot afford to buy a great 
many things that the public must in another way pay for. So actually 
we are making no gain in our economy by acquiring labor at these very 
low marginal rates. 

Mr. Warnwrieut. You probably were not here when our colleague 
Mr. Zelenko pointed out how difficult it is for a Member of Congress 
to be an expert in technical fields and to come up with a formula or a 
specific set of figures to arrive at the $1.25 figure. We do have several 
witnesses coming to give us that. But you suggested specifically that 
as I remember that the formula ought to have some relation to the rea- 
sonable cost of living for an average American family. 

Mr. Vanrx. A minimum decent standard of living for the average 
American family. And those costs are just about the same in every 
part of the country, I think. 

Mr. Watnwricut. Suppose that figure showed us a figure far larger 
than $1.25, we will say, in the neighborhood of $2, one way or the 
other. Would you think that then the figure ought to be the figure 
arrived at by your formula ? 

Mr. Vantx. I think the formula would be suitable, and it should 
determine the proper figure, yes. It may change with fluctuating con- 
ditions and it may be less sometime, I do not know. 

Mr. Warnwrient. In other words, it could go up and down. How 
did you arrive at the $1.25 figure in view of your formula ? 

Mr. Vanik. I think that is based on the statistics established by the 
average cost of living in all segments of America. There is not any 
place in America where anybody can really live and support a family 
with two children on any less than that. 

Mr. Warnwrient. I think, based on your formula, and the informa- 
tion we received yesterday, that it would be far more than $1.25. 

Mr. Vanix. That is correct. 

Mr. Warnwrieur. So therefore, how did you arrive at the $1.25 
figure ? 

23 Vanik. I think the $1.25 is the bare minimum that can be con- 
sidered by this Congress. I realize there is a lot of opposition to an 
increase of the minimum wage in Congress, and I think that the $1.25 
is the bare minimum that ought to be considered by this session of 
Congress. 

Mr. Warnwricut. May I go to your specific example, which is a 
very good example between your own district and North Carolina? 

Mr. Vanrx. I think it was a North Carolina company. 

Mr. Warnwrieut. Do you remember whether the factory in ques- 
tion in North Carolina was paying below the minimum wage? 

= Vanik. It was paying above the minimum wage. It was pay- 
ing $1. 

Mr. Warnwricnut. Now, hypothetically, supposing the minimum 
wage was increased to $1. Your situation would still occur? 

Mr. Vanrg. Yes, it could still oecur, but the chances are it would 
not because the workers making mailboxes certainly have more skill 
than the other workers, and they probably have to be paid more. 
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Mr. Watnwricut. I would suggest that even raising it to $1.25, it 
would not correct the situation of so-called runaway shops, because the 
North Carolina people could probably raise their salary to $1.25 and 
the shop would still move out of your district. 

Mr. VantK. I do not think it would. I do not know. I think it 
would be a great help. I think it would help create a balance between 
the various sections of America, and it undoubtedly would help. It 
would curtail or curb this present condition that is going on. 

Mr. Warnwreicur. Thank vou for your help, Mr. Vanik. 

Mr. Frevincuuysen. Mr. Chairman, I should like to ask Mr. Vanik, 
and maybe you have explained it already. How did you arrive at the 
conclusion that $1.25 rather than any other figure is the bare mini- 
mum? How do you come to such a conclusion ¢ 

Mr. VantK. Well, it comes to about $50 a week gross pay on a 40- 
hour week, and with your deductions it brings it back down to about 
$37, and taking out your social security and hospitalization, and other 
things that are deducted from salary checks today, I do not think there 
is any place in America where 4 people can live on $37 a week, and if 
you find a place, you let me know, because I have a great many people 
that are looking for that panacea. 

Mr. Fre.incuHuysen. So many witnesses so far have come up with 
that magic figure, and I should think that you might somewhere along 
the line come up with $1.75 as the bare minimum instead of $1.25. 
How do you all agree on the same figure ? 

Mr. Vanrx. Are you inferring that there is collusion in deciding 
this matter? I think that $1.25 figure is arrived at as being the maxi- 
mum that could be adopted by this session of Congress, 

Mr. Fretrncnuysen. You mean as a practical matter, that is the 
one we might get through the Congress but it does not have any value 
other than the difficulty of getting any other figure through Congress? 

Mr. Vantk. It is less than is required to provide a decent standard 
of living for a family of four in any section of America. 

Mr. FretinecHuyseEN. There is no particular magic in the number 
except as a practical matter ? 

Mr. Vanix. There is a matter of authority and record, and I do not 
think there is any place in America where any one could live for less, 
and realizing the former minimum wage in 1949 was ; 

Mr. Watnwricut. The man who is working in the plant in North 
Carolina who is making $1 an hour has to survive or he would not get 
the work done. 

Mr. Vantk. He is surviving, but he is being subsidized because ev- 
ery day we are doing things in this Congress to subsidize him. I do 
not believe I have to go into the long list of things we are doing. Right 
now you are talking about school aid, and I think that a person that 
earns a little bit more money might be able to pay a little taxes to help 
keep up local school structures, and I think that we are just shifting 
the burden of industry on to the whole community but what they are 
failing to do we have to make up by subsidy. We are doing it in a 
hundred ways in this Congress, We are doing it more in the areas 
where the low wage standards prevail than in the areas of high earn- 
ings, and I think that is a matter of record, and I will be glad to bear 
out that point by more evidence if you want it. 

Mr. Fretincuuysen. Are you suggesting the trend toward subsi- 
dization from Washington should be checked or increased ? 
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Mr. Vani. I think subsidies could be checked and decreased if 
wage standards were leveled out throughout the country, and if decent 
earnings were provided to workers in all segments of the country, 

Mr. Fretincuuysen. You sound almost more like a Republican 
than a Democrat. 

Mr. McConnetu. I was going to suggest that you would save your- 
self a lot of trouble if you just said it is an approximation. I have not 
been able to find any exact way of arriving at a figure for minimum 
wages, and I have been fooling around with it for about 9 years now. 
It is an approximation. You say that the cost of living has gone up 
so much since it was made 75 cents and I think if you applied that 
formula to it you would come out with about 89 cents. If you applied 
the standard of living for a family of four, decent standard of living, 
you could come out with $2 an hour. You know as well as I do if you 
came out with $2 an hour that would be $80 a week for a man who 
would empty a wastebasket. You know what that would do to un- 
skilled workers. They would be getting around $200 a week and you 
would just start a spiral. 

So what we are trying to do is make an approximation of a correct 
figure, and trying to be as scientific in our talk as possible, but actually 
it is an approximation. The $1.25 has been mentioned by various 
people, and so one hears it and the other says it. Ninety cents has been 
said by somebody else, and they hear it and it is repeated. Actually, 
what we have to do is to figure the whole business out and to make 
an approximation also with an eye to how the men will vote on the 
floor, because you cannot get legislation through without votes, speak- 
ing in a very practical manner. That in substance is the way you 
arrive at a minimum wage rate, and what we will have to do here in 
figuring it out. 

Mr. Vantk. As far as our goal is concerned, I do not think any 
Member of Congress can support anything that would fail to recognize 
our obligation to provide a minimum decent standard of living for 
any worker. 

Mr. McConnetx. That isa very general term. 

Mr. Vanrx. It can be scientifically arrived at. 

Mr. McConne tt. I do not think it can be scientifically arrived at, 
and I have heard many figures through the years. I do not know 
what would be the standard to apply to everybody in every section of 
America, and a law does not apply to Ohio, and it does not apply to 
North Carolina alone. It applies to all over the United States, and 
many areas. I do not know as anybody can come up with an exact 
figure and say “That is a standard cost of living.” It varies with 
many people. We know that, and we might as well be frank about it. 
We will approximate in our minds what is the best we can do to give 
a decent standard of living to people in connection with the minimum 
wage, and we will also figure on votes on the floor to be practical about 
it, and we will also figure where we can stop and not cause an inflation- 
ary move in the country. 

All of those have to be put together. They are approximation and 
not scientific. I think every one would save themselves a lot of trouble 
if they would cease trying to be scientific about fixing the minimum 
wage. I do not know how you do it. 

Mr. Fretincnvuysen. I would like to say that I strongly agree with 
Mr. McConnell on that point. I do not think that we can come out 
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with any scientific conclusions in the matter and it might vary from 
one part of the country to another. What might be suitable for New 
Jersey might not be necessary in another part of the country. So 
we must make some adjustment which is perhaps lower than some of us 
would like to see. 

In conclusion, Mr. Vanik, I would like to ask you about your own 
district. You suggested that there has been a serious displacement of 
workers. Do you feel that this has resulted from the present Federal 
minimum wage? Has that anything to do with your problem? 

Mr. Vantk. No, there are many causes that I think have resulted 
in the displacement of workers. There is an industrial movement to 
suburbia which is a part of the factor, and there is a desire to abandon 
old plants and build new ones, since that becomes a favorable or easy 
thing to do with Federal tax advantage. That has caused a lot of the 
move. And there are a lot of factors that have contributed to the 
exodus of industry from my area. I think this is only one of the 
several things that has been a factor. 

Mr. Frectincuuysen. Your interest in this legislation is not in an 
effort to prevent a movement of industry from a district and you do 
not think it would have any crucial effect on it? 

Mr. Vantk. My interest in this legislation is to try to arrive at a 
better level of decency for the marginal worker. I would like to see 
the marginal worker earn enough money so he can provide for his 
family decently, and provide for an education and health and all of 
the other things that are necessary for that family. I do not think he 
can do it on much less than $1.25 an hour. Back home I cannot get 


anybody to cut my grass for that. I have to buy a gasoline motor 


and everything else to get it done. 

Mr. Frevincnuysen. You talked about working mothers and the 
advisability of keeping them home and the increase in juvenile delin- 
qo Is it your suggestion seriously that an increase of 50 cents in 
the minimum wage level would either reduce juvenile delinquency 
or keep working mothers at home, or how do you arrive at those con- 
clusions? Why do you think it is so vital that we should try to keep 
the mothers at home if they like to go out and work? 

Mr. Vanrx. I do not know what delinquency problems are in your 
part of the country but I know throughout my district I would say 
that 50 percent of the mothers in my district are involved in work out- 
side of the home in order to supplement the family income. Now, 
they cannot be in two places at once, and they cannot take care of their 
families as well if they are going to spend part of their time employed. 
Now they need the additional income. Now, if the head of the family 
can come home with a little bit more, it is not going to take an awful 
lot more to take that mother out of her job and keep her in the home. 
That creates a job someone else can fill. 

Mr. Fretincuuysen. Do you seriously think that an increase in the 
baie minimum wage is an effective weapon to keep the mother at 

ome { 

Mr. Vantk. I think it will be a very helpful eventuality that will 
certainly help. 

Mr, Frevineuuysen. That is all, Mr. Chairman. 

Mr. Warnwricut. You suggested that the main reason for your 
testimony today, which I think is very commendable, is to improve 
the living standard of the marginal worker ? 
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Mr. Vani. That is right. 

Mr. Warnwricut. That in essence is what you said ? 

Mr. Vanrk. Those are good words and I will be glad to have them. 

Mr. Warnwricut. Then you would also be in favor, as you know 
the scope of this committee is only to deal with the figure and the 
amount, of broadening the coverage to include as much and as many 
people as humanly possible ? 

Mr. VantK. Yes, sir. 

Mr. Warnwrerent. Thank you. 

Chairman Barpen. Well, I will not trouble you, Mr. Vanik, be- 
cause I think it is unnecessary for me to ask you the $64 question, 
since they have asked you 2 or 3 times how you arrived at the figure 
of $1.25. But I will do it just to keep my word that I expect to ask 
everybody that. I understand your answer is that you do not have 
the answer, and it is an opinion. 

Mr. Vanrx. Well, I suggested a formula which I think has to be . 
supported in morality as well as economically. That formula pro- 
vides that the minimum wage should be that wage which will be the 
base average throughout the country for providing the minimum 
decent requirements for a family of four in America. I think that is 
a very simple formula. 

Chairman Barpen. You know, during the 20 years I have been 
here, there have been enough bricks thrown at my area to build 40 
capitols. And my father, and even my granddaddy said there were 
some folks up in your area picking on us away back that far. We 
tried then to run that section of the country and you folks would not 
let us. 

Mr. Vanrx. You have been running it for a long time. 

Chairman Barpen. It would have avoided all of this trouble if 
you had not interfered with us and let us run it. Of course,-we pro- 
ceed on the theory that we do not do it, but apparently some of you 
folks think all of this country is just alike, and that God lets the sun 
shine the same number of hours on all of us, but He does not. You 
think the temperature is the same, but it is not. And that the earn- 
ing capacity is the same, but it is not. That the standards of living 
are the same, but they are not. And you think everybody is just 
alike. 

I understand there are some areas of Texas where everything is do- 
ing so well, and everybody is getting along so well, and everybody has 
so many conveniences that every flea has his own private dog. 

Now that is just not correct. Industry does not work the same. 
The little storekeeper down there who is running a store must com- 
pete with some big chain store. He just barely makes a living, about 
what he pays his employees—and he does not pay them very much. 
The little sawmill that cannot buy the automatic machinery must use 
the labor, and when the labor goes to where it costs so much more 
than the automatic machinery, the mill blows the whistle and every- 
body quits. That ends it. 

Now, we do not want too many whistles to blow, and we do not 
want too many small folks hurt. I can go in my hometown and rent 
just as good an apartment as I live in now, among much more friend- 
lier people than I live among now, at $50 to $75, and now I pay, 
including for space to park my car, I think it is $259. But accord- 
ing to your theory, everything is equa! or everything ought to be 
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made equal. I remarked the other day that some fellow came up 
with an average, that the Mississippi River averaged 4 feet deep, but 
you know, a man was drowned down there near New Orleans trying 
to wade it. He just found it was deeper there than it was up here at 
the other end. 

Now, you have oversimplified this thing. To men who have the 
eae vility it is just oversimplified. We have 48 States, and 48 
different climates, and 48 different times for the sun to set and rise. 
Down my way the hens have already done a day’s work and laid an 
egg before the hens in your State wake up. 

We just have to get around to these things that we are troubled 
with. I am just as concerned over lifting the minimum wage as you 
are, but I do not want to lift something up that is going to fall on a 
lot of people’s heads. 

You can go out in Ohio and spend more in 1 night club—TI do not 
say you can but some of your friends can, that do—in 1 night than 
you can make as a downpayment on a home in my town. 

So things are not equal. It is not simple. But they are so danger- 
ous, and I say to this Congress and to this committee, we had better 
be careful how we guess at them. You can do a lot of damage that 
will be hard to undo to a lot of people who do not deserve it, and who 
work harder and deserve so much more than they get. 

You talk about children working. You should have been in my 
car coming up here from North Carolina and seen whole families of 
them. I saw a little boy running a tractor and I do not believe he 
was over 4 feet tall. They were working, and they are good people. 
Now I want to see them get more. 

But what happens! If you were to produce down there on those 
little farms and pay $1.25 per hour, to produce the vegetables you 
eat—brother, you would object then—and then what would we have to 
do? We would raise the minimum wage again, and then when we 
did that we would raise the price again, and when we did that: by 
that time we would raise it again. Well, that pole is going to give 
out up there somewhere. When it does it is going to have a fall and 
that will be our history if we keep on guessing at it, Mr. Vanik. 

I believe the working people of America are entitled to a sensible 
solution of this thing. More money to hold in their fingers is not 
going to do them any good, if that money buys less. I want some- 
thing to base my judgment on. Up to now I am still wandering 
around in just as much fog as the Members have been that came and 
talked to us. 

Mr. Vantk. I would like to respond just briefly to that, Mr. Chair- 
man. I would like to say first of all that I have not been watching 
the hens up in our part of the country and I think they get up just 
as early in Ohio as any other part of the country. 

Chairman Barpen. You mean it is light up there as early as Loui- 
siana ¢ 

Mr. Vanrk. That is right. I want to say that anything that is 
produced at the expense of someone else’s standard of living is better 
not produced at. all. Now, by that. I mean we need certain things in 
this country that we have to have, and we will have them. But any- 
thing that is produced at the cost of someone’s decency is better not 
produced. 
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Chairman Barpen. All of us will subscribe to that. I do not want 
to sacrifice decency. In any law that is passed, you can sometimes 
look to see if you are not sacrificing some decency with that, too. It 
works both ways. 

Mr. Vanix. We take the same risk of an increased cost, and the 
tomatoes that I bought for 63 cents—I do not know, but they cer- 
tainly were not worth that much money, and someone along the line 
has raised the price of those tomatoes, because they were worth about 
25 cents, even at today’s prices. 

Chairman Barpen. How many did you get, a half bushel? 

Mr. VaniK. I got 4 tomatoes, and I paid 63 cents. 

Chairman Barpen. You come down my way in about 30 days and 
you will get them for 63 cents. 

Mr. Vanrg. You can get them in Ohio for 25 cents a basket, in the 
season. 

Mr. Tuompson. But none of them are as good as New Jersey's 
tomatoes, either. 

Chairman Barpen. This is not the place to drink tomato juice. 
Thank you very much, Mr. Vanik. 

Mr. Hussey. Mr. Chairman. I have statements from three Con- 
gressmen, Congressman Dorn, Congressman Granahan, and Congress- 
man Lane to be inserted in the record. I also have a statement concern- 
ing the problems of the growers and processors of fresh fruits and vege- 
tables in relation to proposed amendments to the Fair Labor Standards 
Act of 1938 submitted by the Florida Fruit & Vegetable Association, 
of Orlando, Fla., with a request that pages 9, 10, and 11 of this state- 
ment be inserted in the record. 

Chairman Barpen. Without objection, they will be inserted in the 
record. 

(The statements are as follows :) 


STATEMENT OF Hon. FrANcIS E. Dorn, A REPRESENTATIVE IN CONGRESS FROM THE 
State oF New YorK 


Mr. Chairman: I should like to offer my strong support of the pending legisla- 
tion to increase the minimum wage to $1.25 per hour. 

The present 75-cent minimum wage, which was established by the 1949 amend- 
ments to the Fair Labor Standards Act, has become inadequate because of the 
changes in our economy and the rising cost of living in these 6 years. 

It is both just and essential for economic progress that the incomes of low-paid 
workers increase at a faster rate than incomes generally. Since the enactment of 
the Fair Labor Standards Act in June 1938, the minimum wage has failed by a 
considerable margin to keep pace with the general advances in wages. Thus, from 
June 1938 to June 1953, average hourly earnings of factory workers increased by 
$1.19. During the same period the minimum wage increased by only 50 cents. 
Moreover, the inflationary rise in the cost of living since World War II has 
worked a particular hardship on the lowest paid workers. It is clear that a sub- 
stantial increase in the statutory minimum wage is long overdue. 

It is strongly urged that the Congress act in behalf of millions of low-wage 
workers and their families to overcome the burden of substandard wages. I 
believe it is most vital that the Nation’s statutory minimum wage be raised to 
a realistic level fully reflecting the increase in the general level of wages, thereby 
giving a powerful boost to the purchasing power of low-income workers and help 
restore prosperity and full employment throughout the economy. I, therefore, 
strongly urge favorable action in behalf of the proposed increase of the statutory 
minimum wage to $1.25 per hour. 
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STATEMENT BY Hon. WILLIAM T. GRANAHAN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA 


Mr, Chairman and members of the committee: First, may I say I am pleased 
that the committee has turned its attention to this matter of raising the mini- 
mum wage and expanding coverage. As a sponsor of legislation to raise the 
pasie minimum from the existing 75 cents per hour to $1.25 an hour, I urge the 
committee to act as promptly as possible in bringing about this very necessary 
change in the law. 

We are in a most unusual situation in this country. Our economy is operating 
at what we are told is a peak level—the highest rate in history. That should 
mean general prosperity and well-being for all of our citizens. But, surprising 
as it would appear, we have widespread unemployment even today, we have 
families struggling to get along on inadequate wages and not making ends meet, 
we have some employers paying what we would regard as starvation wages and 
getting away with it because of an inadequate Federal minimum-wage law. 

The coverage of the Fair Labor Standards Act should be expanded to take in 
the great groups of low-paid workers not now covered. Everyone, I believe, 
should be covered. We must assure all of our people who work for a living 
that they have a decent, minimum standard of living. And $1.25 an hour is not 
too high, by any means. It should be applied universally. 

Since the committee knows how strongly I feel on the matter of raising the 
minimum to $1.25 an hour, and since my own bill, H. R. 5302, would accomplish 
that objective, I am sure I do not have to take up the committee’s time today 
at any great length to convince you of the intensity of my views. Instead, I 
will just repeat again what I have told so many of the members of this committee 
individually over a long period of time, and it is this: that for the basic strength 
of our whole economy, for the prosperity of all of our people, for the assurance 
of good business profits and high sales and more jobs, we must raise basic stand- 
ards and assure a minimum of at least $1.25 an hour. 

Part of our present unemployment and hardship and misery goes back to the 
inadequacy of the minimum wage now in effect and the limitations on its 
coverage. 

So let us act quickly to correct that and help get our economy back on a more 
sound basis, so that we do not continue to have this big pool of suffering and 
hardship and inadequate incomes in the midst of what is supposed to be a record 
production boom. 


STATEMENT OF Hon. Tuomas J. LANE, A REPRESENTATIVE IN CONGRESS FROM TRE 
STaTe OF MASSACHUSETTS 


Mr. Chairman and members of the committee, the present minimum wage of 
75 cents an hour is a law without a friend, because every sincere American 
is ashamed of it. 

Those who do take advantage of it, to avoid paying labor its just compensation, 
don’t qualify as citizens or as human beings. 

They are very close to being Communists, because they treat their workers 
as slaves. 

It is a pity that we cannot bring them into court and sentence them to make 
restitution for this virtual nonpayment of wages, or, better yet, give them 
a 1-year term at the hard labor of trying to exist on $30 a week. 

As long as the law freezes the wages of certain workers at starvation levels, 
the reputation of the United States will suffer from the scorn and abuse, against 
which there is no defense. 

Economic justice, equality of opportunity, at $30 a week? 

I am positive that if every Member of Congress could acquire the rugged field 
experience of trying to keep body and soul together on $30 a week, legislation to 
increase the minimum wage to $1.25 per hour would be passed immediately, and 
without a dissenting voice, and a heavy burden of guilt would be lifted from 
our conscience. 

Seventeen years haye passed since the Fair Labor Standards Act (and we 
wince at that misnomer) was passed, 17 years of tremendous economic progress, 
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17 years during which the minimum wage, against opposition that it is almost 
impossible to imagine in this age of economic enlightenment, barely managed to 
get up to 75 cents per hour. 

In 1950, 5 years ago, the great majority of employers pay their employees 
well. They are a credit to themselves and the Nation. The few who pay sub- 
standard wages are being subsidized in fact by the reputable enterprises who 
must make up the deficit. 

Honorable business concerns must not only pay their own share in providing 
social and community services, but are forced to pick up the tab for the exploiters 
of labor. This is a rank injustice which can only be corrected by raising the 
minimum wage, and thus providing some protection for both workers and 
responsible firms. 

Any canvass of labor-surplus areas will reveal how vagrant industries search 
for these localities, and then start up operations with the sole intent of paying 
the lowest wages possible. Under the guise of providing employment, they force 
standards down, and depress the communities they profess to help. 

They use the slave-labor minimum wage law to cannibalize business. 

They are an insult and a menace to everything that we value in our system 
of free and progressive enterprise. : 

The minimum budget necessary for a single American to support himself is 
$2,500 a year. 

This is at the rate of $1.25 minimum hourly rate. 

An average worker, with a family to support, would require more. 

Anything less than this, has a deteriorating effect upon the health, morale, 
and productivity of individuals and communities. 

Compared with the steady increase in our gross national product, if is a con- 
tradiction leading to extremes and tensions that we must avoid if we are to 
keep our economy healthy, and our people strong and confident. 

An employer or a corporation claiming inability to pay workers more than 
$1.25 an hour has no right to hire human beings. They can and should be made 
to pay a decent wage or suffer the consequences. 

I am opposed to the decision that the hearings on this important legislation 
will not cover extension of the law to additional employers. This is a loophole 
that enables some irresponsible employers to escape from their obligations. 

Tn conclusion, I heartily endorse the proposal to amend the Fair Labor Stand- 
ards Act in a manner to raise the legal minimum wage from 75 cents to $1.25 
per hour. 

I believe that this increase should take effect just as soon as possible, and 
during this session of Congress, because the laws of this Nation should promote 
the public welfare, and must never be misused as a shield to protect scavengers. 


STATEMENT OF Forma FrRuir & VEGETABLE ASSOCIATION, ORLANDO, FLA. 


Every farmer lives in constant fear of an overnight disaster which can ruin 
him financially. Recently, on March 26, 1955, a sudden: freeze hit the State of 
Georgia and completely wiped out the peach crop. Some years ago a freeze wiped 
out the citrus crop of Texas and caused financial ruin to untold numbers of 
farmers and these areas are just now returning to production. Faced with such 
problems as these the farmer cannot exist and comply with an industrial wage 
law. : 

When a disaster is impending that can be forecast it is sometimes possible to 
take steps to protect crops or to harvest a portion of the crop. If a farmer could 
pay an industrial wage rate it would be absolutely impossible to pay a rate of time 
and one-half in order to salvage a portion of his crop or take steps to protect it. 

Studies now show that farm income is falling while the prices paid by con- 
sumers are rising. A report issued on March 26, 1955, by the House Agricul- 
tural Committee pointed up the fact that prices are higher but farm income is 
dropping. The committee said 1954 prices on the farm were 7 percent lower 
than in the 1947-49 period while grocery prices were 13 percent higher. The 
committee report also said the farm price of food grains went down 9 percent 
in the 5-year period although cereals and bakery products rose 22 percent for the 
highest levels on record. It added that the price received by farmers for dairy 
products declined 8 percent while retail prices were 6 percent higher. Fruit and 
vegetable producers received 4 percent less while consumers paid 12 percent more 
for their crops. 
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There are quoted below excerpts from the annual fruit and vegetable report 
for the 1953-54 season issued by Mr. Neill Rhodes, commissioner, Florida State 
Marketing Bureau, division of Florida State Department of Agriculture, which 
will help to illustrate some of the reasons why the farmer cannot absorb any 
more costs : 

“Marketing charges for farm food continued to increase in 1953 although 
the farm value of a market basket of farm foods was about 7 percent lower 
then 1952. Increase in wages, transportation rates, costs of materials, rents, 
and other marketing costs have resulted in a steady rise in marketing charges 
since early 1950, which reemphasizes that though these costs may change slowly 
they do not necessarily move in the same direction as prices of farm prod- 
ucts—the marketing costs have been higher while the prices to the farmer have 
been lower and the farmer’s share of the consumer’s food dollar has declined 
during the last 2 years, being the lowest in 1953 since 1941.” 

It might be well to point out here that if the wage-hour law were applied to 
agriculture the industry would be put in the absolutely untenable position 
of having the consumer set the price which the farmer will receive for his prod- 
ucts, the supplier of farm needs will set the price which the farmer will pay for 
his supplies and the Government will set the price which the farmer will pay for 
labor. This means that the farmer will be caught in a three-way squeeze which 
can mean only economic ruin for many farmers and greatly increased costs to 
the consumer for the fewer foodstuffs which will be available. 

There is quoted below a portion of the report of the Florida Agricultural Out- 
look Committee entitled “Looking Ahead for Florida Agriculture” published in 
July 1954: 

“The farm price situation can be summed up about as follows: The position 
of farm prices, with relation to farm costs, has been growing steadily worse since 
October 1946. In October of 1952, farm prices were at a position of relative 
equitability and have been in an increasingly unfavorable position with relation 
to the costs of things farmers buy—both for their farm production and farm 
living. Opinion is divided as to whether this trend will continue, whether there 
will be a leveling off, or whether there is prospect for improvement in this farm 
price-farm cost relationship in the months ahead. It is the opinion of this 
committee that there will be further declines in the purchasing power of the 
farmers’ dollars in the period ahead.” 

Thus, it can be readily understood that, with farm prices declining while the 
farmer pays for his needs is rising, the farmer cannot possibly absorb increased 
labor costs. 


Chairman Barpen. The committee will meet tomorrow morning 
at 10 o’clock. 
(Whereupon the committee recessed at 12: 15 p. m.) 
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FRIDAY, JUNE 3, 1955 


House or REPRESENTATIVES, 
ComMMITTEE ON Epucation AND Lasor, 
Washington, D. C. 

The committee met at 10:25 a. m., pursuant to recess, in room 429, 
House Office Building, Hon. Graham A. Barden (chairman) pre- 
siding. 

tale Representatives Barden (presiding), Bailey, Wier, Lan- 
drum, Bowler, Green, Roosevelt, McDowell, McConnell, Smith, Holt, 
Wainwright, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order. 

I believe Congressman Blatnik, of Minnesota, is scheduled ‘first. 

Congressman, if you will just sit down and, for the purpose of the 
record, identify yourself and your district, and then you may proceed. 


STATEMENT OF HON. JOHN A. BLATNIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Buiatnrx. Mr. Chairman and members of the committee, my 
name is John A, Blatnik, representing the Eighth Congressional Dis- 
trict, in northeastern Minnesota. 

I appreciate this opportunity to appear with my other colleagues 
in behalf of the pte in to the Minimum Wage and Hour Act. 

I have my own bill, identical to several others. My bill is H. R. 
3397, which would increase the national minimum wage to $1.25 an 
hour. 

Mr. Chairman, I have a brief prepared statement and, with the per- 
mission of the Chair, I should like to merely make a brief summary 
statement and have permission to revise and extend my remarks in 
the record. 

Chairman Barpen. Without objection, it is so ordered. 

Mr. Biatnix. Mr. Chairman, I will not go into detail, repeating 
many figures which are similar, The case is very well known, and the 
-_ and the specifics of this very serious problem are known to all 
of us. 

I have a deep interest in this legislation from two points of view. 
First is the human point of view concerning the millions of people 
who are on what we would consider a substandard level of living. 
They. ane getting either the 75-cent minimum now allowed or perhaps 
even less. 


75 





76 AMENDMENT TO INCREASE THE MINIMUM WAGE 


What is not fully realized or fully appreciated in this talk of high 
levels of production and high levels of employment is the fact that 
in this great productive democratic country of ours we do have such 
a large segment, a large share of our country’s population living on 
substandard economic levels. 

1 should like to point out that recent figures published by the Fed- 
eral Reserve Board indicate that there are approximately 414 million 
families in the United States which exist on incomes of $1,000 a year 
or less. Multiply this by the average family size of approximately 
4 and you have the staggering figure-of about 18 million people in 
this great, blessed, productive, generous country of ours—about 18 
million people living on this poverty-stricken level reflected by an 
income of $1,000 or less a year. 

It is clearly evident that too long has this large segment of our 
population been neglected, and that too many Americans lack ade- 
quate wages and purchasing syed to participate as first-class citizens. 
In fact, they are scarcely able to provide the very minimum of the 
basic needs for human existence, providing for the minimum require- 
ments of at least a reasonably adequate shelter, nutrition, clothing, 
and any medical and educational costs. 

The second approach is concerning the overall economy. The 
economy is a moving, growing, constantly expanding thing. The 
measure of an economy’s worth or annual productivity is stated in 
terms of the gross national product, the total value of all the pro- 
duction and services created or rendered in a given fiscal year. If 
we will go back to 1947 the gross national product was approximately 
$279 billion. From 1947 until 1953 the gross national product in- 
creased by about $94 billion to an all-time high economic productivity 
of $373 billion in 1953. 

These are rough comparative terms to give you a measure of the 
trend, which was an increase of around 12 or 13 billion dollars year 
by year, each year increasing at that average rate. 

In terms of preentage, in order to be not static but relatively on 
the same level, the gross national product increases from 3 to 5 per- 
cent each year. Itisanexpanding economy. It averaged a 4-percent 
annual increase from 1947 to 1953. 

But a large segment of the population, as pointed out here in this 
low-income group, has remained relatively static and is a drag on 
the whole economy. They cannot buy the additional goods that are 
made possible by advance in technology and productivity, ‘They are 
not improving their station in life. Were they remaining on the 
same level they were on 8 or 10 years ago it would be bad enough, but 
you don’t remain on the same level. You either improve and go along 
with the economy or you are not remaining on the same level. 

Let’s take the economic level as reflected by a rigid, set, 75-cent 
figure over a period of many years. That means that people who are 
getting 75 cents today are worse off than when they were getting 75 
cents an hour, let’s say, 5 or 6 years ago. 

The country’s economy expands. It continued to expand until 1953. 
These upward surges by the way do not necessarily mean a general 
improvement to too great a degree in the economic level because we 
had anywhere from 700,000 to 800,000 and up, perhaps to a million, 
new workers entering the labor market alone each year. You have 
to accommodate these workers to maintain the same level of relative 
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economic well-being. You have to have expansion. That is a normal 
growth just the way the normal human body, a growing body, develops 
month by month and year by year. 

Then came 1954 and instead of another upward surge, from 1953 
to 1954 there was a drop from around $373 billion gross national 
product to $357 billion. That is a $16 billion drop. Add to that the 
normal growth of $13 billion and you have an actual loss of almost 
$30 billion. 

In 1955 we are sort of shakily struggling back to reach the level of 
1953. 

There are two points of view with respect to this comeback. One is 
the point of view that dominates this administration which says we 
are In wonderful shape; we are climbing back to the record levels of 
1953. That, gentlemen, is one way to look at it. I think it is a wishful 
thinking way to look at it. 

I think that the realities of the situation would show that the second 
point of view from which to look at the situation would be that after 
2 years we are finally climbing slowly back to the level we were 2 years 
ago, which is merely saying we are coming back to where we started. 
And, in my opinion, gentlemen, that is getting nowhere fast. 

One of the great responsibilities of this Congress is to give constant 
and careful attention to the economic health and well-being of the 
country and of all its people. You maintain a strong economic posture 
and a strong capacity to produce—and we have been doing that mag- 
nificently—but with that must also go the making available to the peo- 
ple of the blessings of this great capacity to produce, making it acces- 
sible to the consumers. 


An important block, an important foundation stone in increasing 
the capacity to purchase and thereby increasing the goods in the hands 
of the consumers would be legislation such as this which realistically 
acknowledges a growing and expanding economy, and thereby shapes 
upward a minimum _ set by law at 75 cents, to a reasonably ade- 

n ho 


quate figure of $1.25 a: ur. 

Mr. Chaiemin, that is sort of, in general terms, in summary, the 
nature of my testimony, which will be spelled out in more detail and 
more specifically in the record of your committee hearings. 

Chairman Barpen. Thank you, Mr. Blatnik. 

Mr. Bailey? 

Mr. Barer. I have no particular questions to ask, but I want to 
commend the gentleman for his appearance before the committee and 
for his calling attention to the fact that the overall national economy 
is one of the two factors that we have to keep in mind in adjusting to 
a proper level the minimum wage rates of the Nation. : 

I think, too, that that is the feeling of the committee, on the ground 
that we have a great segment, millions of our population, that are 
existing on a subnormal level due to the fact that their incomes are low 
and considerably below what the normal income should be for the 
average American family. 

Again let me say I appreciate the gentleman’s appearance before 
the committee. 

Mr. Buarnig. Thank you. 

Chairman Barpen. Mr. Bowler? 

Mr. Bow ter. No questions. 

Chairman Barpen. Mrs. Green. 
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Mrs. Green. No questions. 

Chairman Barpen. Mr. Smith? 

Mr. Sorru. No questions. 

Chairman Barpen. Mr. Holt? 

Mr. Horr. Yes, I have some questions. 

Mr. Blatnik, I apologize for coming in after you had started. I had 
some other business that detained me. 

I am a new member of this committee, this just being my second 
term on it, and I have not gone into this deeply enough to come up 
with a recommendation of my own at this time. That is why we are 
holding the hearings, because it is a rather complicated subject. to 
some of us. 

I am having difficulty reaching a conclusion as to just how you go 
about establishing what the minimum wage should be. In reaching 
—_ conclusions you must have done a lot of research on this. I may 
save missed this in your earlier testimony, and, if I have, please cal! 
it to my attention. 

What about the coverage part of the legislation, the minimum wage 
legislation? Do you not think they kind of go together ? 

Mr. Buiarntk. Yes, I certainly do. I am for expanding the cover- 
age. I have been given to understand that the committee was only 
considering, for whatever reasons they have of their own, the increas- 
ing of the present rate. 

My own deep feeling is that not only is the amount of 75 cents 
entirely inadequate by the coverage certainly, by all means, should be 
expanded to cover another 2 or 3—TI don’t know the exact figures— 
maybe 4 million more people. That will extend merely the minimum 
economic guarantee for the minimum requireents of at least a fairly 
adequate basic life. 

Mr. Hott. I hasten to add I went along with the committee in 
deciding to restrict it to just the wage itself and not the coverage. 
But I was interested in your point of view because you come from a 
different section of the country than I do, and I am anxious to get all 
these thoughts together. 

Secondly, have you given any thought to, or have you come up with 
any ideas as to how many firms might be put out of business by a 
minimum wage of $1.25 ¢ 

Mr. BuarntK. I have seen figures and statistics, Mr. Holt. I cannot 
quote them offhand. But Ido point this out: 

From the very beginning of the wage controversy you will find 
that that argument was repeated over and over again, that if you raise 
the wages or cut the hours—and this goes back to the time when 
workers worked as much as 12 hours a day and when 10 hours a day 
was considered a short working day for 6 days a week, where perhaps 
25 cents an hour was the average, not the minimum but the average 
salary—they said “My gosh, if you raise wages by 15 cents, you are 
going to put so many of these small industries out of business that the 
only result will be economic catastrophe and unemployment.” 

The record, without any question of doubt, will show that the whole 
history of wage legislation, the whole history of economic growth is 
that where wages improved, productivity improved and the living 
standards improved, and that the stim total was a contribution of great 
substance to the whole economy of the Nation. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 79 


Mr. Horr. I think it is a factor to consider, however, that some 
would be put out of business, is it not ? 

Mr. Biatnix. It certainly is a factor to consider. There will be 
economic adjustments. I am sure there are small industries on the 
borderline that are just getting by now on the 75 cents per hour and 
who may have great difficulty if it is raised to $1.25. Itisa factor. — I 
think it is a relatively minor factor when we are thinking, let us say, 
of millions of the American population, 

Mr. Hour. Certainly I was a little bit puzzled on your statement of 
the two points of view. 

You mentioned the administration point of view. I was not clear 
on that. And I was even less clear on your own point of view. 

Would you mind going over those again ? 

Mr. BuatniK. I would be glad to. I know I generalized and per- 
haps oversimplified. 

The administration point of view was expressed by their spokesmen 
at. some of our committees. And I will be specific in the case of the 
Secretary of the Treasury, Mr. George Humphrey. I want the 
record to show I have nothing but the highest of personal respect for 
him although we have quite different economic and political points 
of view. 

We discussed these different points of view in an atmosphere of 
mutual respect. He referred, in testimony on the public road build- 
ing program, that it would bolster, you see, the economic activity 
which already is good in approaching the high levels of 1953. His 
point of view was that that was an outstanding thing, coming right 
back to reach the economic levels of a record high year of 1953. 

To me, just a normal growth in econemic activity, just a normal 
growth, would have placed the gross national product for this year of 
1955 around $400 billion and we would not merely now be approaching 
the $373 billion level which we had back in 1953. 

In my opinion, to return to the level of 2 years ago, no matter how 
high it was, in retrogression. You don’t stand still. 

Not to belabor the story used in Alice in Wonderland, but you have 
to keep moving to stand relatively in one place. The minute you 
stop running, the minute you stop expanding you are going to slide 
downward, And I say that economically the country has receded and 
retrogressed in the last 214 years. 

Mr. Horr. I don’t quite understand how. 

Mr. Bratnik. The general economy in terms of population, in 
— of productivity, in terms of the general wealth that it produces 
each year. 

Mr. Horr. It is not going backward. 

Mr. Biatntx. It expands normally. You don’t just stand at a 
level; you expand around 8 percent each year. 

Mr. Hort. Is your point that it is not expanding fast enough? 

Mr. Buatnrk. I say it has not expanded at all. It has slipped by 
almost $13 billion last year when it should have been going up by $11 
billion. There is a gap of about $25 billion. 


Mr. Hour. I may be confused on the point. What has slipped? 
Mr. Buatnix. The whole economy. From 1946 to 1953 if you drew 
a line on a graph showing the gross national product, the total eco- 
nomic worth of the annual goods and services produced in this country, 
they were increasing from $279 billion upward at an average rate of 
63489—55——7 





80 AMENDMENT TO INCREASE THE MINIMUM WAGE 


$12 billion each year until they reached $373 billion in 1953. Then it 
slipped, I think, to about three hundred and sixty-some billion dollars. 
I don’t know the exact figures. 

Mr. Horr. Would you mind, when you put your remarks in the 
record, clarifying that a little when you get your figures? ; 

Mr. Biarnrk. Yes. 

I am glad you asked the question. 

Mr. Horr. I do not agree with you, but I do not want to enter into 
a debate. 

Mr. Buarntk. Aside from agreement, Mr. Holt, a; | I point, this 
out: I am glad you asked that question, and I will do my best 
to get the complete story in a more effective manner. I am now 
talking about economic facts that come from our own Government 
agencies. 

But I say that this is the key, this is the crux, this is the thermometer 
registering the body temperature that indicates a degree of normalcy 
or well-being or any ailment in the body economic. 

Mr. Horr. Thank you. 

Mr. Buatrntx. It is very important. 

Mr. Hour. Thank you. 

Chairman Barpen. Do you have any questions? 

Mr. Fsare. No questions, 

Chairman Barpen. Mr. Blatnik, I think this committee is cer- 
tainly fairly well agreed, and the majority of the committee feel 
that the time has arrived when it is safe for the economy to increase 
the minimum wage. But the committee would like to have some 
evidence supporting the fact that the committee is not only acting 
wisely but has data to support its views. 

How did you arrive at your $1.25? 

Mr. Buatnrg. We arrived at it by general agreement after discuss- 
ing with many economic groups, and primarily those in unorganized 
labor and those in organized labor as to—— 

Chairman Barpen. You say we. Whom do you refer to as we when 
you say we arrived at it? 

Mr. Buatntk. I was referring, in this case, to myself. I am sorry. 

We and those of us colleagues interested in bettering the economic 
position of these low-income groups in our population. In this in- 
stance I will refer to myself. 

The figures that I used are primarily those that are available from 
the Bureau of Labor Statistics and other economic survey reports 
which showed an approximate income of about $250 a month would 
be a bare minimum to pay for the basic items—which are very easily 
listed—that are required, let us say, for a family of 2, 3, or 4 to live 
on. That is the cost of your food, clothing, shelter, medical expense. 
It would about cover that. 

Chairman Barpen. Does that relate to any particular State or sec- 
tion of the country, or do you just want that all the way across? 

Mr. BuatniK. Au the way across. There are differences, of course, 
in costs of living in different areas of the country. 

Chairman Barpen. You know that in large sections of the country 
that a dollar and a quarter would even, in instances, be far in excess 
of the prevailing maximum in those areas? 

Mr. Nip Yes. 
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Chairman Barpen. Then in that area you are not only fixing a 
minimum but you are fixing something far above the present max!i- 
mum. Therefore, the $1.25 would be in excess of the present maximum 
and would become the absolute Government fixing of wages; would 
it not? 

Mr. Buatni«. That is right. 

Chairman Barpen. Do you approve of that? 

Mr. Buarnix. Well, I cannot commit myself when you speak of 
a maximum. I certainly will not assume, without further informa- 
tion on it, that that is an adequate amount, that in our country’s 
economy that is an adequate amount for a minimum, decent standard 
of living. 

Chalamwea Barpen. Would you mind suspending for just a minute. 

(Discusion off the record.) 

Chairman Barpen. Mr. Blatnik, I believe I had asked you about 
the danger of the minimum being far in excess of the present maxi- 
mum in a great area of the country, and I believe you agreed that 
that vould be true. 

Mr. Buatnix. It may be true, but I tried to qualify my point that 
J could not merely accept the maximum figure without knowing the 
full specifies of a given economic or geographical area, without know- 
ing that what is now the maximum is truly an adequate wage. It may 
be a substandard wage and still a maximum in that area. That I 
don’t know. 

Chairman Barpen. In arriving at your figure then, do I understand 
that the humane element controls rather than what effect it may have 
upon the economy ¢ 

Mr. Buarnix. I am sorry, sir. 

Chairman Barpen. I say in arriving at your figure the controlling 
factor was the humane element rather than its effect upon the econ- 
omy ¢ 

My. Biarnix. It was both; the humane element to provide the mini- 
mum requirement—— 

Chairman Barpen. How do you arrive at that unless you considered 
the adverse effect it may have along with the advantages? 

Mr. Biarnrx. The humane effect, as well as the effect on the econ- 
omy, the general effect on the economy, would be to add to purchasing 
or consuming power over a quarter of a billion dollars annually, 
which, in my opinion, would be an advantage. 

Chairman Barpen. In order to have that quarter of a billion dol- 
lars they must be employed at work. Is that right? 

Mr. Buiatntx. That is right. 

Chairman Barpen. If they are not at work, then, instead of the 
economy profiting by a quarter of a billion dollars, there is great 
danger that by the loss of work the economy could suffer much more 
than a quarter of a billion dollars. 

Mr. Biatnik. I would venture to say, Mr. Chairman, it will have 
loss of work of —— 

Chairman Barpen. Had you taken into consideration how much 
loss of work? 

Mr. Buiarnrx. I am willing to say we will have loss of work of 
considerable greater consequence if we don’t raise the minimum wage. 
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You cannot escape that. I point out the unemployment problem of 
last winter in the State of West Virginia and my own area of northern 
Minnesota, the largest iron-producing area in the world where steel 
and iron is the very foundation and backbone of our economic life. 
We had unemployment which today still persists in the city of Duluth 
in my district, the third largest city in the State of Minnesota, where 
almost 12 percent of the working population of Duluth are idle today, 
unable to find work. 

Chairman Barpen. That certainly could not be because there is not 
a market for the steel when steel is a rather difficult product to get now. 

Mr. Buiatnix. I don’t know the cause, but I am pointing out again 
that the economy has slipped since 1953. 

Chairman Barpen. If you don’t know the cause how do you know 
your remedy will answer it? 

Mr. Buatnrx. The cause, in my estimation, is failure to provide in 
enough hands the adequate amounts to enable people who need and 
must spend the money to make available to them the products which 
we have the capacity to produce and are producing. 

We have solved the problem of production. We can produce steel 
in recordbreaking amounts any year. But we have not solved the 
problem of making available the goods which are produced and put- 
ting them in the hands of the vast majority of the people. 

My contention is, Mr. Chairman, that the only way you do that is 
by making it possible for them to obtain those goods. You do that by 
giving them an adequate income. There are several sources of that 
income. You have the increase of the minimum wage, the increase 
of social security, the raising of tax exemptions for the lower-income 
groups—all economic benefits that tend to increase the purchasing 
power in a broad base of the population structure. It will increase 
the demand and capacity to purchase, which means increased con- 
sumption. 

Chairman Barpen. I am not just chasing the gentleman. I have 
as high a regard for his intelligence and character as any man in the 
House of Representatives. I am really trying to get a little think- 
ing here. Do I understand you to be proceeding on the theory that 
if you raise the minimum wage high enough there would be no such 
thing as overproduction in the United States and there could not be? 

Mr. Buatnrx. I would say that you would have greatly reduced 
OvenneENE eS: I do not want to be too arbitrary and say that there 
would be no overproduction if the productive machinery were exerted 
to its utmost, because the technological advances have been most mar- 
velous. 

Chairman Barpen. You have followed that line of thinking, though, 
up to this point. 

Mr. Buarnrs. That is right. 

Chairman Barpen. What this committee is charged with is to 
examine your point of view and see if it is sound and will work soundly 
in the economy. We are aware of the fact that we have virtually 
lost our foreign trade. I think the gentleman will agree with that. 
Or at least we have bungled it up to where it certainly is not clicking. 
And we buy a lot of goods in foreign countries that we could very 
well take out of the surpluses in this country. 

But with your technological advances has it ever occurred to the 
gentleman that there will be more and greater displacement of people 





AMENDMENT TO INCREASE THE MINIMUM WAGE 83 


by the advance of these machines at the present time? There are 
millions and millions of machines where you drop a nickel in and 
you get a Coca-Cola; you drop a quarter in and you get a package of 
cigarettes. And you can drop a dime in and get a slice of pie. Every 
one of those machines takes the place of a man passing cigarettes over 
the counter or making Coca-Cola or pushing pie out. 

Now what assurance do we have that when you put your minimum 
above what the small employer can stand as a maximum that you are 
not going to further divert the channels of employment for human 
beings and substitute therefor machines? 

Mr. Buatnix. I think machines properly used are a great blessing. 

Chairman Barpen. We won't get into that philosophy. But I 
really am seriously asking the gentleman a question. 

Mr. Buarnix. I do not think that is the problem. The problem is 
to make available to the broad base of the consumers, of the people in 
America the benefits that are made possible by the advance in machines 
or technology. And they cannot be made available if you are going 
to keep at a low level and keep depressed your purchasing power. I 
think purchasing power is the answer. 

Chairman Barpen. An illustration I have used, which is certainly 
a very prevalent condition in many sections of the country, is this: 
You have the highly financed, highly mechanized lumber plants with 
a $20,000 machine that can roll up to a pile of lumber and take a half 
truckload—and a lot of it is being moved by truck—of lumber on its 
arms and set it very securely on the truck. It goes back and gets the 
other half and the truck is loaded and ready to go. It will take four 
men a good half day to do that much work. 

Now the little underfinanced and undermechanized mill—and there 
are 50 of those for every one of the highly mechanized and financed 
ones—that employ anywhere from 8 to 15 men have to handle that 
board. They roll it on the carriage by hand, a hand-operated car- 


riage. It is taken by hand from the saw. It is taken by hand to the 


pile. It is taken by hand and put on the truck. 

Now I am not saying whether it is good or bad that they go out of 
business. Is it not a clear picture of what is going to happen to 
those mills who are operating with from 8 to 15 men! 

Mr. Biarnix. But I do not believe, Mr. Chairman, you should 
confine your economic outlook to one specific instance. The history 
of progress in America has constantly been the replacing and displac- 
ing of existing techniques which become outmoded and thereby pro- 
ducing some temporary unemployment. 

Chairman Barpen. Mr. Blatnik, that illustration is multiplied not 
just 50 times but hundreds of times in other industries of like charac- 
ter. The small-business operator in this country employs the great 
bulk of labor. It is not the big business. It is not the big cities. 

Now if we fail to recognize some of the problems we are going to run 
into with $1.25 minimum wage, then I fear we can be pretty aware 
of the fact that we are tinkering with a dangerous situation. That 
is what this committee is troubled over. We are not troubled over the 
fact that we expect to raise the minimum wage. What we are troubled 
with is how much we can justify on a good, sensible basis. There may 
be, as you say, some minimum amount of dislocation and inconvenience 
and loss of jobs. Even if you raise it 10 or 15 cents maybe we know 
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that 10 cents will cause a little bit more than 5, and 15 will cause a little 
bit more than that, and 20 will cause just a little bit more than that, 
And we know that 50 cents is liable to do more damage than we would 
like to do at one time. 

What this committee wants to know is some good reasoning on how 
far it is safe for us to go. 

Mr. Buarnrx. On that, Mr. Chairman, I am no economist. I shal] 
give all the figures I have. But I do hold that the same sources availa- 

le to me are available to the committee for getting competent, objec- 
tive economists who could present these things to the satisfaction of 
the committee. 

Chairman Barpen. You know, Mr. Blatnik, you come from a great 
agricultural State. Of course, you are aware of that. 

Mr. BiarntK. Yes, sir. 

Chairman Barpen. And when you say three or four million people 
in the United States are out from under the wage law you grossly 
underestimate it, because when you think about. the t farming 
population of this Nation that are not under any kind of protective 
arrangements so far as minimum wage is concerned, they far exceed 
two, three, four, or five million. 

Mr. Buarnrgk. Mr. Chairman, Minnesota is a great agricultural 
State, a great dairy State. June being dairy month, we inaugurated 
dairy month yesterday at the Capitol. 

Chairman Barpen. Yes. I got part of North of Carolina to take 
part in a dairy celebration. 

Mr. Buatnix. In my district I have relatively little farming. The 
big industry is the iron-ore mines. But I have been a constant and 
strong supporter of adequate agricultural price supports. Over and 
over and over again my miners in my district and the small lumbering 
men and the small merchants say, “John, why are you continually 
keeping the price of agricultural commodities so high?” 

In the past 2 years with the present new policy on flexible price 
supports, where the farm income has gone down steadily for a period 
of almost 28 or 30 months, we found serious unemployment in the 
iron-ore industry. And when we looked at the res we found out 
that the largest consumer of iron and steel in America was the farmer. 

When you talk about dairy month and the dairy farmer we find that 
the largest purchaser and consumer and user of trucks and all of the 
services that go to keep trucks operating is the yop 4 farmer of 
America. When his income dropped down because of the failure of 
an adequate price-support program he could not buy these trucks and 
the plows and the steel machinery, and the manufacturing plants cut 
down. There was a chain reaction which followed from the farms 
to southern Minnesota and Iowa through the implement manufac- 
turering plants of Des Moines and Joliet to the steel mills of Gary 
and all the way back to the head of the lakes to the mines that produce 
the iron ore. 

Chairman Barpen. Strange as it may seem, I come from a great 
agricultural State, too. But I think I will have to disagree to some 
extent with the gentleman on support prices. 

I do not think this Government can any more agree to support 
unlimited production of agricultural commodities than we can afford 
to indirectly support unlimited production of any other field. That 
is my idea. Because unless the dairy farmer will adjust his produc- 
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\ion and stay within bounds and let it be a controlled production, I 
certainly am not one who would advocate that this Government go 
into the business of buying all the agricultural commodities that 
the great American farmers could produce. 

The support prices may have contributed to some extent, but the 
farmer does not rely upon that so much. He cannot get along on 
that any more than the American workingman is going to get along on 
your minimum that you suggest. The great bulk of the American 
workers are already making that much. 

You know there are two ways to get upstairs. We can go on the 
elevator gradually or we can walk up the stairway, or you can let some- 
body drop a er down there and snatch you by the neck. You would 
get up there all right, but I don’t know what kind of condition you 
would be in when you got there. 

Now we want our earning capacity, we want our buying capacity 
to go up. I am interested in the same people you are interested in 
because I have more of them than you do, a much higher percentage. 
But I think they would rather have a part of something than a whole 
lot of nothing. 

That disturbs me as to how far an economy that has not been geared 
to big business scales can go in this rise. And we have not had any- 
body yet before this committee who could give us any consolation 
about this. 

I do not blame you for telling us what to do, but I want to tell you 
that it is a more uncomfortable feeling to sit here and have to do it 
than it is for you to tell us what to do. 

Mr. Buatnix. Mr, Chairman, I have great respect for the chairman 
and the committee, and I realize the committee must thoroughly and 
seriously consider the whole field. 

I must say that I am very much encouraged that we are in agree- 
ment at least on the course of action, and that is in the direction of an 
increase in the minimum wage. I honestly do not feel it would be 
much of a problem to determine how far to go, whether it is a dollar 
or $1.25. 

I am confident it will be a rather simple matter to determine very 
convincingly just what would be the minimum amount required for 
a livelihood for the people affected by this legislation. 

Chairman Barpen. Thank you very much, Mr. Blatnik. 

Mr. Barxy. Mr. Chairman, I believe during an off-the-record dis- 
cussion while you were out taking a long-distance telephone call, Con- 
gressman Roosevelt and Congressman Wainwright indicated they 
wanted to ask some clarifying questions. 

Chairman Barpen. Do you have some questions? 

Mr. Warnwricut. Yes, sir. 

Mr. Roosrverr. I would like the gentleman to go ahead. 

Mr. Warnwrient. Mr. Blatnik, do you know of any great quantity 
of workers who were covered by the 1938 act in your district who do 
not get at this time the minimum wage? I am talking about the ones 
who were covered by the act. 

Mr. Buiatnrx. No. Most of them would be getting the minimum 
wage or more. 

Mr. Warnwrieut. I am talking about the minimum wage you are 
advocating, the $1.25 an hour. 

Mr. Buarnix. That are getting that now? 
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mM ae most of the workers in my district are getting far more than 
that. 

Mr. Warnwricut. Do you know of any large group or any specific 
group of people who are covered by the act that are not getting it? 

Mr. Buarntk. Yes. In the small mills, in some of the service trades, 

You see, in my area most of them are in organized labor and are 
getting far above this. So the proportion of those in my particular 
district would not be too high. 

Mr. Wainwricut. Do you know of any specific groups or classes 
who are covered by the act in your district, which is a laboring dis- 
trict, who do not receive at least $1.25? 

Mr. Buarnik. Yes, there are some. And I am sorry I cannot give 
you the specifics. I have them. I was interested in saving time and 
not repeating the statistical testimony that I assumed would be 
presented by specialists. 

Mr. Warnwricut. I thought probably you would know. That is 
the reason I asked. 

Mr. Buarnixk. I do have it, but I cannot quote the figures offhand; 
I am sorry. 

Mr. Warnwricut. There is another question that you could be of 
particular help on. We discussed this off the record earlier. 

I do not want to put words in your mouth, but if I am wrong you 
can correct me. You felt that we should hear competent and adequate 
technical testimony to come up with as near a proper figure as possible 
based on what the economy can and should stand. 

Mr. Buarnrg. Yes. I think it is a relatively easy matter to arrive 
at that determination. 

Mr. Wartnwricut. The third question I have in mind is if we base 
the minimum wage on a formula of what is right for a minimum 
standard of living for an American family of 3 or 4 people, and we 
raise it, we will say, to $2.05, and if we find that an economic reces- 
sion should arise or something like that that would pull the minimum 
figure down to $1.50, based on the formula of a decent wage, wouldn’t 
you believe in reducing it to the figure that the formula would derive? 

Mr. Buiarnix. No, it would save necessary to reduce it. 

Mr. Warnwricut. I hope it won’t. 

Mr. Biarnrk. Any contribution in the field of increasing purchas- 
ing power is going to minimize any tendency to have an economic 
slump. 

M 4 Warnwricur. You do not think it is conceivable, based on your 
formula, that the minimum figure could come down ¢ 

Mr. Buatnix. It could come down, but I think it is very unlikely. 

Mr. Watnwricnt. But if it could come down you would stick by the 
formula proposition that you have presented ¢ 

Mr. Buarnrk. You are going to rather an extreme there, and | 
would not care to make an offhand statement on that without looking 
into it. , 

Mr. Hour. Will the gentleman yield # 

Mr. Warnwricur. Yes. 

Mr. Hour. Would you go for a minimum wage that would be tied 
into the cost-of-living index such as we have in the automobile indus- 
try, which would be another way of doing it ? 

Mr. Buiatnix. That may be a way out. 

Mr. Hour. Thank you. 
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Mr. Warnwrient. Is the gentleman familiar with the technocracy 
term of automation ? 

Mr. Biarnrx. Yes, somewhat. 

Mr. Warnwricut. The answer to the Coca-Cola machine question 
raised earlier by Mr. Barden might be that with more people relieved 
from services ordinarily performed by humans, it will take a lot of 
people to build machines and service those machines in the new field 
of automation. I don’t mean to get off the question. 

I yield back to my coll e. 

Chaliiagts BarvENn. Mr. Roosevelt 

Mr. Roosrevetr. Mr. Chairman, I would like to ask the Congressman, 
for whom I also have great respect and admiration, if it is not true 
that in coming to this figure of $1.25—and I agree whether it is a few 
cents more one way or another is not the important thing—that this is 
a figure which hea bene arrived at by economists and by those who have 
made it a part of their duty to find out what will be good for the great- 
est number of people in the population, and that there are a number 
of factors ac ¥ ney just the cost of living. There is the productive ad- 
vances in the economy, there is the general wage improvement in 
the economy, and, by and large, the committee should and will have 
available to it definite criteria from which this $1.25 figure has been 
reached. And we are not hopelessly floundering around, and it is 
possible for the committee to get that basis, and I believe it will be 
presented to the committee if the proper witnesses appear before it. 

Mr. BuatniK. It is no problem at all to get all the information neces- 
sary, the statistical and economic figures required. 

Mr. RoosEve.t. I would also like to suggest that perhaps the intima- 
tion has been made here that this is a matter which is wholly in the 
interests of labor. We have had a good deal of talk about big labor 
and bid labor’s demands. 

I would like unanimous consent, if I may, to introduce a letter which 
I received from a manufacturer. It happens to be a manufacturer 
whose industry is quite concerned with minimum wages. He is in 
the garment industry. It happens to be in my district. And he notes 
in this letter, of which I just read a part, that: 

As an employer in the Los Angeles garment industry, I am in favor of increas- 
ing the Federal minimum wage to $1 an hour or more. A businessman must think 
of wage earners as consumers and heads of families of consumers, and thus must 
at all times be concerned with the wage levels of the people who buy his 
merchandise, 

Then he goes on with some other argument. 

But is it not also true that, while the employer is interested, labor 
is interested, that the dairy farmer is interested ? 

Mr. Buiarnix. That is right. 

Mr. Roosrveit. Because he is not going to sell his products in the 
cities unless there is adequate purchasing power in the hands of these 
consumers. And, therefore, really we have a rounded group of people. 
We are thinking not of aiding any one segment of the population but 
all of the population together when we talk about increasing the 
minimum wage to an adequate level. 

Would that be a correct statement ? 

Mr. Buarnrx. That is right. I say this is one of the basic forward 
steps of several that should be taken that would contribute greatly 
here in assuring us of this expanding economy which would reflect an 





SS AMENDMENT TO INCREASE THE MINIMUM WAGE 


increased economic well-being in all segments of the economic life 
that make up the total economy. 

Mr. Roosrvett. One last question in relation to the question as to 
whether you would be willing to go along with a reduction in the 
minimum wage. 

Is it not true that when we get into periods when the value of the 
dollar, through deflation, increases tremendously, which would make 
possible the suggestion of the gentleman from New York, that the 
difficulty with that, if you agree to that, is you would be lending 
ss ing to a cycle which would be rolling downhill ? 

Mr. Buarnix. Retrogressive. 

Mr. Roosrverr. Retrogressively instead of going uphill. And, 
therefore, you would be defeating the prosperity of your country by 
agreeing to such a formula rather than helping. 

Mr. Buarntk. That is right. 

Mr. Warnweiaut. Would the gentleman yield at that point? 

Mr. Roosrvetr. Yes. 

Mr. Warnwricur. There are certainly two economic theories on 
that. One has been tested in the past. And, really, without great 
success. It is a question as to whether the other has been yet tested. 

However, with specific reference to the letter from the garment 
manufacturer in your district, in which he advocates increasing the 
minimum wage, there is nothing that prevents that individual garment 
manufacturer from raising the wages of his own people without a 
Federal law requiring a minimum, or any manufacturer, for that 
matter, who feels so disposed to increase his employees’ wages to the 
maximum that his company can stand. 

Mr. Roosrvett. Let’s face it, that this is, in part, setting fair stand- 
erd practices, because he cannot do that unless there is a fair standard 
practice against which he has to compete. And he could not do it, 
therefore, without having that fair standard applied to his competitors 
also. 

Will the gentleman agree with that? 

Mr. Watnwricnt. Partially. 

You brought up Henry Ford the other day. Henry Ford did that 
without any regard to his competitors. 

Mr. Roosrveir. I did not bring it up. 

Mr. Warnricut. Someone brought up the fact that Henry Ford 
paid his employees $5, and at that time he certainly had no regard 
for his competitors, and went right ahead and did it. So there is 
certainly nothing wrong or nothing implausible or impractical about 
anybody else doing it. They would be cutting down on their profit 
margin, that is true. 

r. Roosevett. Unfortunately, everybody is not a Henry Ford. 
Henry Ford’s ability to do it was primarily because he had a genius 
and a unique ability which the ordinary manufacturer in competition 
with others does not have. 

Mr. Chairman, may I ask unanimous consent to insert this letter 
in the record? 

Chairman Barpen. Yes. Without objection, it may be inserted. 
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(The letter referred to follows :) 


TABAK OF CALIFORNIA, 


Los Angeles, Calif., May 4, 1955. 
Hon. JAMES ROOSEVELT, 


Member, House of Representatives, 
Washington, D. C. 
DEAR CONGRESSMAN ROOSEVELT: The legislation now pending to increase the 
Federal minimum wage is of great interest to me, both as a measure of simple 
justice to the Nation’s lowest paid workers, and as sound economics by main- 


taining the consuming power that has fostered our economy. I respectfully 
urge you to support this legislation. 

As an employer in the Los Angeles garment industry, I am in favor of increas- 
ing the Federal minimum wage to $1 an hour or more. A businessman must 
think of wage earners as consumers and heads of families of consumers, and 
thus must at all times be concerned with the wage levels of the people who buy 
his merchandise. Furthermore, I am firmly convinced that increasing the Fed- 
eral minimum wage will be greatly beneficial to our industry. I am concerned 
further with the problem of a just and equitable floor below which wages could 
not drop anywhere in the country. This is the only way we can be sure that 
everybody is able to meet at least his basic economic needs as a human being. 

Thank you for your consideration of this opinion. 

Sincerely yours, 


Louis TABAK. 

Chairman Barpven. Mr. Smith? 

Mr. Smirn. Mr. Blatnik, on listening to your testimony I think it 
is safe to conclude that you think that we should adopt minimum 
wages at a 4 ye rate for two grand objectives, a moral obligation on 
the part of the Government, and to increase the purchasing power. 

If that is a correct assumption, why don’t you advocate an annual 
wage for the people for what their cost of living is? 

Mr. Bratnrx. It may come to pass that we will be approaching 
that, Mr. Smith. 

Mr. Smirn. I am certain that this committee in the future years, 
not very far distant, will be considering that very proposition. 

Chairman Barpven. Right at this time I think I will mention this 
since we seem to be focusing our attention on the cost of produc- 
tion. 

I just received in my office last week a couple of garments—shirts. 
I believe they call them ladies’ shirtwaists. One was produced in 
Japan in the most modern mills in the world, financed by us; and the 
other was produced in the State of North Carolina. 

The one produced in Japan is selling retail for less than what the 
man can produce it for in North Carolina. 

Now, if you think that is not going to hurt, there are some other 
threats to our economy other than those we may be discussing. 

Thank you very much, Mr. Blatnik. 

Mr. Biarnix. Thank you very much, Mr. Chairman. 

Chairman Barpen. Weare glad to have had you. 

Congressman Hale is the next witness on the schedule. 

Congressman, it will not be necessary for you to identify yourself 
to the committee members, but will you identify yourself for the 
record, and then proceed, please. 
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STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Hare. Mr. Chairman and gentlemen of the committee, my name 
is Robert Hale. I represent the First Maine District. 

I appreciate very much, Mr. Chairman, the opportunity afforded me 
to come here and speak on the bill which I introduced here early in the 
present session. 

Chairman Barpen. Right at this point let me apologize for not get- 
ting you on the schedule yesterday. 

Mr. Hate. Let me apologize, Mr. Chairman, for running out on 
you, but our committee was taking some votes in executive session 
on a very important bill and I did not want to miss the opportunity 
to participate in those votes. 

The bill which I introduced here calls for a minimum wage of a 
dollar. 

I listened with great interest today to the testimony just given by 
Mr. Blatnik and to the testimony yesterday of Mr. Dollinger. 

I have great sympathy for the committee in its responsibility of de- 
termining what the minimum wage in this country should be. I am 
perfectly willing to confess that I did not engage in any very compli- 
cated statistical operations, but it simply seemed to me that 1f a mini- 
mum wage of 75 cents as a fair minimum wage at the time it was set, 
then certainly a dollar would be a reasonable minimum wage today, 
taking cognizance of the course of inflation in the intervening years. 

I hope that the course of inflation has been arrested. But, however 
that may be, the committee and the Congress must, I think, take cogni- 
zance of the fact that conditions have changed since the 75-cent wage 
was fixed in 1949. We take cognizance of those facts all the time in 
fixing wage rates, pension rates, and soon. And actually the problem 
of this committee, it seems to me, in fixing the minimum wage is 
probably not radically different from the problem which the Com- 
mittee on Post Office and Civil Service faces in determining what they 
are going to pay postal employees and other Federal employees. 

One dollar is my suggestion. I do not say that it is a definitive 
figure. It may be too high; it may be too low. I realize that the big 
labor unions want very much to get $1.25. 

Of course, as the chairman pointed out, it is perfectly possible to 
get a minimum wage too high just as it is possible to get a minimum 
wage too low. And if you get a minimum wage too high then you 
diminish employment and you aggravate an inflationary situation in 
such a way that you do not help the economy, and you do not help 
the low-income groups. 

You have got to get it somewhere near right. 

The committee is in a better position that I to select the methods for 
that determination. 

Mr. Roosevett. Mr. Chairman? 

Chairman Barpen. Mr. Roosevelt. 

Mr. Rooseverr. Mr. Hale, would you say that the dollar figure 
which you have suggested, and are you reasonably satisfied that it 
would not have an inflationary effect? I know you are very much 
interested in not seeing further inflation created. In view of that, 
am I correct in assuming that you are satisfied that a dollar increase 
would not be an inflationary factor? 
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Mr. Haze. I do not think it would. I think a dollar is simply tak- 
ing cognizance of an inflation that has actually occurred. 

I suppose that in a stable economy, from the point of view of the 
currency, 2 minimum wage fixed in the present Congress might be a 
correct minimum wage a century hence. But I don’t suppose anybody 
imagines that it will. . 

Still, you can certainly have a rapidly expanding economy in terms 
of increasing population, increasing productivity, and so on without 
necessarily, it seems to me, constantly diminishing the purchasing 
power of the dollar. And I would think that the desideratum would 
be to have an expanding economy without a diminishing dollar. 

Chairman Barpen. That completes your statement? 

Mr. Hatz. I think so, Mr. Chairman. 

Chairman Barpen. Mr. Landrum, do you have any questions? 

Mr. Lanprum. No, sir. 

Chairman Barven. Mr. Bowler? 

Mr. BowtEr. No questions. 

Chairman Barpen. Mr. Roosevelt ? 

Mr. Roosevett. No questions. 

Chairman Barpen. Mr. McDowell ? 

Mr. McDowe tu. Mr. Hale, you have been around here for quite a 
while. Has there ever been a time, would you say, in your experience 
or in your lifetime when you have seen the wage level raised when 
over a period of time it has not benefited the entire economy of the 
country as a result of raising the wage level ? 

Mr. Hatz. I think that is undoubtedly true. But, of course, you 


must take ye per of the fact that in the 13 years that I have been 


a Member of the Congress we have been in a period of very sharply 
rising prices all along the line. 

I can imagine a different kind of economy, a different period of 
history when things that have been true in the last 13 years would not 
necessarily be true. 

Of course, the period that I have been in Congress has been the 
period of war and postwar inflation, and we have never or practically 
never had a balanced budget. We have been making this steep ascent. 
It is a steep ascent to heaven, but you can have a steep ascent that does 
not necessarily take you to heaven. 

Mr. McDowe tu. We saw that, of course, in the thirties. 

Mr. Hatz. I certainly did. 

Mr. McDowetu. The economy went the other way, and the wage 
levels went down. You had that. 

Mr. Haz. I remember the thirties. I remember the thirties vividly 
and painfully. 

But I do not think that, for example, in 1932 wage increases were 
necessarily the answer to the problem at that time. 

Mr. McDowe tt, No, but in 1939 and 1940 and from then on when 
we went on a war economy, and from that time until now when the 
level of wages has been constantly increasing we certainly experienced 
the greatest prosperity that this Nation has ever known. And it is 
supposed to still be true today. I think it might be questioned on 
some points. 

Mr, Hate. I agree to that part. 

Mr. McDowe tt. It has resulted with increasing wages. 
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Mr. Hare. Well, now, I question whether steadily increasing wages 
have produced the prosperity. 

Mr. McDowrti. What factor would you say probably has con- 
tributed to that prosperity more than ne alee? 

Mr. Hatz. Of course, what created the prosperity in time of war 
was the enormous economic activity. | we have had, after the 
war, this great deferment of civilian purchasing, refrigerators and 
so on, and then what might have been a sort of slump or when we 
might have had a sort of slump we had the Korean war and all the 
activity that that engendered, and all the activity engendered by 
defense spending and i ae spending in recent years. 

That, I should say, was the cause of the national prosperity more 
than arbitrarily creasing wages. 

Certainly you could fix a minimum wage at $5 or $10 and not make 
the country prosper. You could pass legislation which would say 
that every dollar bill should be a $10 bill, and it would not make the 
country prosperous. It would ease the position of debtors, and it 
would make creditors very unhappy and create all around an artificial 
inflation. 

So I don’t think that it should be imagined that an increase of 
wages in and of itself is any economic panacea. 

Mr. McDowe.u. On the other hand, you would not say, would you, 
that low wages unnecessarily below an equitable level to create a 
standard of living would have any effect on the economy other than to 
take it down rather than up? 

Mr. Hae. Of course, I thoroughly agree to that. And I would not 
be here advocating an increase in the minimum wage if I did not think 
that the economic conditions not only justified but required it. 

Chairman Barpen. Mr. Wainwright, do you have any questions? 

Mr. Warnwricut. I would like to ask Mr. Hale the same question 
I asked before as to whether he knows of any particular groups that 
are covered by the act of 1938, as amended through 1950, that are 
receiving below the $1.25 that has been presented to the committee in 
the Bailey bill. 

Mr. Hate. I am not sure I get the gentleman’s question. 

Mr. Warnwricut. The question is, 4 you know of any groups of 
workers who are covered by the act——— 

Mr. Hate. Who are getting under $1.25? 

Mr. WarnwricHt. o are getting under $1.25. 

Mr. Hatz. My bill, ineiclentally, is for a dollar. 

Mr. Warnwerent. I know. I was referring to Mr. Bailey’s bill 
which is for $1.25. 

Mr. Hatz. I don’t know of any offhand. But I am not prepared to 
say that there aren’t any. 

r. Warnwricut. The other question I would like to ask you, Mr. 
Hale, is, do you believe that the formula that the committee arrives at 
should be based on technical information derived from not only the 
Bureau of Labor Statistics but the benefit of information from seg- 
ments of the country such as the Southwest and all over the United 
States that would be affected by an increase in the minimum wage? Or 
do you think that it ought to be arrived at, we will say? 

Mr. Harz. By rule of thumb. 

5 Mr. Watnwricut. By rule of thumb, as you arrived at your dollar 
gure. 
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Mr. Hate. Of course, I think the committee should take cognizance 
of statistics, cost of living, and so on. I do not know exactly what 
considerations predominated in the mind of this committee when the 
figure of 75 cents was first chosen. But once you have established a 
minimum, as we have at 75 cents, or whatever it was before it was 75 
cents, then it is like these graphs where you arbitrarily take 100 as the 
norm in a given year, met go up. ‘And the question is now whether 
you take 75 at the year when it was set, 1949. We have gone up to, 
we will say, 100 today, or maybe to 95 or maybe to 105. I don’t know. 

Mr. Roosrve.tt. Would the gentleman yield? 

Mr. Warnwricur. Yes. 

Mr. Roosevextr. Just for my information, what do the cannery work- 
ers, the sardine cannery workers in Eastport get an hour now? 

Mr. Hate. I could not tell you. That is not in my district. 

Mr. Roosevertr. I thought you might know. 

[ think that in the State of Maine, however, there would be a good 
many workers who would come under that $1.25 figure, or who would 
be earning less than $1.25 an hour. 

Mr. Hare. Who would be earning less than $1.25 an hour? 

I think the sardine cannery workers are getting more than that, 
but Lam not sure. Of course, that is highly seasonal employment. 

Mr. Watnwricur. Those fishermen come under the agricultural 
exemption. 

Mr. Hare, These men are processors. 

Mr. Roosrveit. They are not fishermen; they are cannery workers 
in the cannery, processors of the sardines. 

Chairman Barpen. Mr. Fjare? 

Mr. Fzare. No questions. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. Mr. Hale, I believe you referred to the fact that 
we had World War I and then had a slump, and then World War IT 
and then we had a recession, and then we had Korea, and now I don’t 
know what is going to happen. But the bare truth of the situation is 
that we have not experienced what we would like to refer to as a nor- 
mal American economy for quite some years, have we? 

Mr. Hatz. I think that is a fair statement. 

Chairman Barpen. I think most of us would like to look forward 
to the time when natural processes.would take over the manmade 
gadgets in the way of legislation, and function as a normal economy. 
Most of us look forward to that today. 

Mr. Hate. In other words, Mr. Chairman, I suppose that what you 
are saying comes to this, that most of us would like to see a period 
of rather prolonged stability in the purchasing power of the dollar. 

Chairman Barven. That is right, so that we would not keep going 
until we reach the situation that I saw existing in Paris when one after- 
noon the French france was 530 to the dollar, and that night the Premier 
made a speech on the floor of the Chamber of Deputies, and the next 
morning you could buy them 600 for a dollar. And that is the way 
the Francs economy hops up and down. I have never understood how 
men could ever invest a dollar. 

Mr. Haug. It doesn’t hop down very much; it is mostly up. 

Chairman Barpen. That istrue. It has been going up now to where 
a French france is not worth much more than a cigarette paper. 
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But your answer to this situation is rather interesting, and that is 
that you think the minimum now should be raised because of the 
inflation that has already taken place. 

Mr. Hatz. That is right. 

Chairman Barpen. And I think you are right. I believe I can go 
along on that theory. 

Now if we bring it up to the leveled-off economy, I think that is 
about where we want to arrive. But will you agree that if we go 
beyond that point then we will reverse the process and have the mini- 
mum creating inflation, more inflation ? 

Mr. Hate. I agree, of course, that the committee can fix the mini- 
mum wage too high. And I, of course, do not assent at all to the idea 
that you can create prosperity by just indefinitely raising wages, be- 
cause what you would create would not be prosperity but inflation. 

F agian Barpren. And you just lower the purchasing power of the 
ollar. 

Mr, Hatz. You would produce very much the same effect as I have 
indicated that you would “ declaring by legislation that every dollar 
bill was a $10 bill. You could do that if you wanted to, but it would 
not make the country prosperous. 

Chairman Barpen. I would love to bring the minimum up to a point 
to take care of the inflation that has already taken place. t am not at 
all interested in carrying it beyond that to the point that we create 
more inflation. 

Mr. Hae. I do not want to stimulate unnecessary inflation. 

Chairman Barpen. Well, are we not bound to do that if we go 
beyond the middle point that I refer to? If we do more than take care 
of the inflation that has already occurred then are we not setting in 
motion the exact machinery to create further inflation ¢ 

Mr. Hate. You could set it in motion without any doubt. 

Chairman Barpen. Wouldn’t it do it if we go beyond that / 
inflation ; there is no doubt about that. 

Mr. Hate. If you set the minimum wage too high you just foster 
inflation ; there is no doubt about that. 

Chairman Barpen. And then in that process you are lowering the 
value of the workingman’s dollar. 

Mr. Hate. That is right. 

Chairman Barpen. And he will have to have more dollars to buy 
the same amount of goods, I think. 

Mr. Hate. That is right. 

Chairman Barven. I think I find myself somewhat in accord with 
you on that. 

Mr. Wier. Will the chairman yield on that point ? 

Chairman Barpven. Yes. 

Mr. Wier. I think in addition to what you term the cost-of-living 
increase, whether you want to use 1938 or whether you want to use 
1949 when this law was cha in both as the economy of this 
Nation has risen tremendously don’t you make some leeway for the 
productivity of the workers of this Nation, their productive capacity? 

Chairman Barpen. What do you mean by the economy ? 

Mr. Wier. I am talking about the national economy. When this act 
was first passed in 1938 we had an economy in this Nation of about, let 
us say, $70 billion whereas today the White House advises that it is up 
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near $365 billion. That has been created some way, that national 
economy, dollars and centswise. 

Certainly the productive capacity of the American workers plays 
some part in addition to the cost of living and inflated dollar. He has 
added : to that by his productivity, I would say, 14 percent, 15 percent 
in added productivity of the American workers. 

Chairman Barpen. Well, the gentleman again looks forward to the 
day when America will be producing to its maximum and that Amer- 
ica will be consuming the amount of output it is capable of. 

Mr. Wier. That was one of the causes of our troubles in the 1930’s, 
was our ability to produce only to find our warehouses stocked to the 
roof with nobody to buy that production that we were capable of 
producing. 

Chairman Barpven. If the gentleman’s reasoning is sound there, 
then you can certainly bring another crackup by overproducing. You 
can fill your warehouses right now so full—America can produce; 
don’t worry about that. America can produce for half the world. 

Now what I am thinking about is if your logic is good, then you 
are ae right square into another crackup because you can fill 
every warehouse in America in 6 months. 

Mr. Wier. I presume you are talking about agriculture now. 

Chairman Barpen. No, I am not tallcing about agriculture, but 


washing machines, if you want to, or anything else. 

Probably the dishwashing machines are not overproduced because, 
as to one little dishwashing machine the other day when I inquired 
about the cost, it wasn’t but just $309. And I could carry the steel in 


it in a wastebasket. 

Mr. Roosrvett. Mr. Chairman, would you yield a minute? 

Mr. Wier. Just a minute. 

Mr. Roosrveur. I am sorry. 

Mr. Wier. In response to that I know that you subscribe to the 
fact that every family in your district or in the State of North 
Carolina should be enjoying those things that they help to make. 
Every family down there should be buying one of these washing 
machines and having one. Every family should be buying one of 
the television sets. _ neal family should be enjoying the results of 
tet Aner that you and I enjoy. And it is only at the expense of 
aving an income that will allow them to have these enjoyable 
things—— 

Chairman Barpen. Let me say to the gentleman this: if the time 
ever arrives—and I hope some day it will—where my people who 
produce the food that you eat will be able to demand the same hourly 
wage that is paid for the production of the $309 dishwashing machine, 
if = happens, the foe: src will never be faced with any reducing 
problem. 

Mr. Wier. Let me ask you another question. 

Chairman Barpen. You talk about the poor people’s wages. I 
know something about that. I think you have heard me refer to one 
time getting out and working and packing up 23 baskets of nice iceberg 
lettuce and sending it to New York, and I got a total check back 
ior 16 cents for the 23 baskets. 


63489—55——_8 
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Mr. Were. You were lucky. We have some farmers out west who 
used to have to pay in excess of what they got for shipping their cattle 
to the fora: til 09 

Chairman Barpen. Right now they are selling beef cattle down my 
way for 16 cents. The trouble is the great bulk of those people never 
get any benefit of this kind of thing. It all takes place beyond the 
gates of where the work is done. 

Now we can lopside this economy all we please, and we can say, 
well, we are going to push it up here, and we are going to push that 
other end down. I would like to be on the high end of the seesaw 
board some time, and I would like to see my people get on there. 

Mr. Wier. Let’s pick up the sag then. That is all this legislation 
is doing, is picking up that sag in our national economy. 

Chairman Barpen. That is where we are getting to. Now we are 
getting back where we started. 

If we will pick up the sag and if we will pick up the inflation we 
can get out of this dizzy whirl. They say a dollar now is down 
to about 45 cents. I doubt if it is that high as far as that is concerned. 

But don’t ever get it in your head that you can’t press that dollar 
down to 5 cents. 

Mr. Wier. Who does that? Did you ever see increased wages 
precede increased cost of materials! 

Chairman Barpen. I certainly have. 

Mr. Wier. Now we come to what comes first, the chicken or the 
egg. J 
Chairman Barpen. I certainly have seen increased wages precede 
the increase of costs. 

Mr. Wier. Not in the final analysis. 

Chairman Barpen. What justification was there for going up? 

Mr. Wier. It is capital in this Nation that sets the pace. 

Chairman Barpen. I am not going to fight epitelicnn. 

Mr. Wier. You don’t have to fight capitalism. 

Chairman Barven. I am not mad with industry. I am not mad 
with collective capital. 

Mr. Wier. Then we ought to get along very nicely on $1.25. 

Chairman Barpen. If you justify it. But you can’t. 

Thank you very much, Mr. Hale. We are pleased to have had you 
before the committee. 

Mr. Hate. Thank you, Mr. Chairman. 

Mr. Houssry. Mr. Chairman, Congressman Sidney Fine has sent 
the committee a statement that he wishes made a part of the record, 
and I herewith submit it. 

Chairman Barpen. Without objection, it is so ordered. 

(The statement referred to is as follows:) 


STATEMENT OF Hon. Srpney A. FINne, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE oF New YorkK 


Mr. Chairman and gentlemen of the committee, relative to the bills intro- 
duced providing for a minimum wage of $1.25, I beg to say that decent living 
standards cannot be maintained on less than $1.25. 

Consumer prices continue to rise. The low-wage earner has been staggering 
under an overwhelming burden of high taxes and ever-rising living costs and 
no relief by way of increased earnings has been given him. 

We must come to the rescue of laboring people of the country. The wage 
earner should be adequately paid for his labors and efforts; this is only his 
just share of the profits reaped as a result of his labors. 
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The New York Democratic delegation, in emphasizing the need for $1.25 
minimum wage, stated: 

“We, the members of the New York State Democratic delegation, go on record 
as supporting the $1.25 minimum wage. A minimum wage of 75 cents was 
established in 1949. It was inadequate then, and it is shockingly inadequate 
now. Even a cursory look at the facts proves this glaring fact. 

“There has been an overall increase in living costs of 14 percent since January 
1950, but for the lowest income group which suffers the greatest price rise, living 
costs have increased by at least 18 percent. Thus 75 cents an hour is now 
worth only 65 cents, leaving a minimum wage of $26 per week. 

“While the 75-cents level has remained, our productivity has increased at 
least 20 percent and the gap between what a man is paid and a man produces 
widens, and the glaring injustice of the 75-cent wage emerges from the gap. 

“Since January 1950 there have been 5 general wage increases in our major 
industries, ranging from some 39 to 53 cents per hours, of increase alone. This, 
of course, does not include fringe benefits, pensions, life insurance, sickness, 
and disability benefits which have been added to the payroll. 

“There is a completely unrealistic relationship between the 75 cents an hour 
established by law and the existing wage structure of American industry. It 
has been proven that even a working woman who lives with her family must 
have an hourly minimum wage of $1.22 according to the New York State Depart- 
ment of Labor, if the health, morale, and general economic welfare of the country 
are to be protected. Can the richest Nation in the world stand by and say it 
cannot afford a Federal hourly minimum of $1.25? Yet these are the facts. In 
1953 we produced a record of $365 billion worth of goods and services, yet 23 
percent of all the families had total money incomes of less than $2,000. 

“The reasons for poverty are many—disability, old age—low rural incomes, 
ete. The fight against poverty must have many weapons, some of them subtle, 
some of them more direct; the most direct, the least complicated, the simplest 
to effectuate, would be to increase the Federal minimum wage to $1.25. An 
adequate minimum wage would not only affect the workers themselves but would 
raise the economic standard of the country generally. It means increased pur- 
chasing power, increased demands, from which inevitably all industry and all 
labor must benefit.” 


For the foregoing reasons, I urge this committee to report favorably an 
increase in the minimum wage. 

Chairman Barpen. Gentlemen, I believe that concludes our list of 
witnesses, and we will meet Tuesday morning at 10 o’clock. And, as 
I understand it, the Labor Department will be here. 


(Whereupon, at 12:15 p. m., the committee was recessed, to be 
reconvened at 10 a. m., Tuesday, June 7, 1955.) 
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TUESDAY, JUNE 7, 1955 


Hovuse or REPRESENTATIVES, 
Commairren on Epvucation anp Lasor, 
Washington, D. C. 

The committee met at 9:20 a. m., pursuant to recess, in room 429, 
House Office Building, Hon. Graham A. Barden (chairman) pre- 
siding. 

Preis Representatives Barden, Bailey, Perkins, Wier, Landrum, 
Bowler, Green, Roosevelt, Zelenko, McDowell, Thompson, McConnell, 
Gwinn, Smith, Kearns, Hoffman, Bosch, Holt, Wainwright, Freling- 
huysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; Edward A. McCabe, general counsel; Russell C. Der- 
rickson, chief investigator. 

Chairman Barven. The committee will come to order. 

I believe we have with us this morning Under Secretary of Labor 
Larson. Mr. Larson, I believe we are ready to hear you, and we will 
be glad to have you proceed. 


STATEMENT OF HON. ARTHUR LARSON, UNDER SECRETARY OF 
LABOR, DEPARTMENT OF LABOR 


Mr. Larson. Mr. Chairman and members of the committee, I am 
very grateful for this chance to present the views of the Department of 
Labor on the revision of the Fair Labor Standards Act. I am going 
to state in a general bd the proposals of the administration, and 
the supporting facts. Then I will be followed by Mr. Stuart Roth- 
man, x is both Solicitor of Labor and Acting Wage-Hour Admin- 


istrator, who will go into more detail. 


In arriving at fair labor standards proposals which will achieve 
the greatest amount of well-being for the working people, there are 
three things that have to be kept in balance: First there is the mini- 
mum-wage figure itself; second is the possible effect on substan- 
tially curtailing employment or earning power; and third, the extent 
of coverage. 

Now, these three things are not something that we have made up, or 
invented. These are laid down in the finding and declaration of policy 
in section 2 of the Fair Labor Standards Act itself, and it seems to 
us if we in the executive branch are going to help in carrying out the 
intent of Congress we must constantly keep each of these three factors 
in mind. We should not become preoccupied with one at the expense 
of the other. 
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As to No. 1, the minimum-wage figure, the intent of Congress is 
very clear in this declaration, when it speaks of correcting conditions 
detrimental to the health, efficiency, and general well-being of workers. 

As to No. 2, it is just as clear. The declaration states that this must 
be done “without substantially curtailing employment or earning 
power.” 

As to the third factor, we are admonished “to correct and as rapidly 
as practicable to eliminate the conditions above referred to in such 
industries.” 

In other words, this is a definite expression of policy of expanding 
coverage as rapidly as practicable to industries having substandard 
wages. 

The administration in framing its proposals has sought to bring 
all three of these elements into balance, with the one pervading pur- 
pose of finding the combination that will result in the maximum 

nefit to the workers of this country. 

There has been a lot of discussion of these and many other pro- 
pam and in these discussions sometimes it seems to me there has 

n a tendency to single out 1 of these 3 elements for criticism or 
comparison as if it were somehow being put forward in a complete 
vacuum. 

For example, the commonest tendency has been to concentrate on 
stating as high a minimum-wage figure as possible while playing down 
or ignoring these other two elements, the possible curtailment of em- 
ployment or the effects on the prospects of expanded coverage. 

I am sure that all of us who have addressed ourselves to this ques- 
tion are aiming at the same objective, which is to obtain the greatest 
possible improvement in the economic status of low-income people as 
rapidly as possible. The disagreement seems to revolve around the 
question of which combination of these three factors will produce that 
maximum improvement. 

Some people think that the greatest improvement will come with 
a very large increase in the minimum-wage figure itself, and they 
are not particularly concerned about the other two elements. Some 
others are urging very large increases both in the vertical minimum 
wage and in the extent of coverage. But they leave out of account 
almost completely this second element, which is the impact of such a 
sharp and sudden change on the low-wage, low-profit-margin busi- 
nesses in small towns and rural communities throughout the country. 

The administration believes that its proposals contain the most 
all-around beneficial combination, from the workers’ point of view, of 
these three variable factors. It is this package which the administra- 
tion is recommending, consisting of a substantial increase in the mini- 
mum wage, to a figure which will bring the benefits intended by the 
act as far as possible without undue offsetting harmful effects on em- 
ployment and purchasing power, and a substantial increase in the 
number of people who are to receive the protection of the act. 

Since this set of administration proposals is a package which has 
been arrived at by the balancing of various factors bearing on the 
well-being of workers, I would like to state very plainly today that 
my function is to present and support this affirmative program as a 
whole. I have not come here today to be against things, but I have 
come here to be for what we think is the best thing for the good of all 
of the working people. That is this combination, and this package. 
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What we would like to see then, in short, is a prompt and positive 
program consisting of the maximum increase and the maximum expan- 
sion of coverage that can practically and feasibly be combined with 
a minimum of curtailment of employment. 

When economic conditions change, of course it becomes necessary 
to reappraise what is considered to be the acceptable minimum under 
the Federal law, and to examine the possibility of moving further 
toward the goals set in the law. Prosperity enjoyed by the over- 
whelming majority of Americans should never be allowed to blind us 
to the minority of workers of low income. 

This administration is seeking a fair and realistic minimum wage. 
For the low-paid employees whose earnings rise when the minimum 
wage is increased, this would mean an important step forward. In 
highly competitive industries it would help toward eliminating de- 
structive competition based on unfair low-wage levels. 

It has been over 5 years now since the minimum wage of 75 cents 
was established. As a further step in carrying out the legislative 
purpose of eliminating as rapidly as practicable substandard labor 
conditions throughout the Nation, an increase to 90 cents an hour for 
workers protected by the law is now needed. 

The coverage of the minimum wage, as I have indicated, is tied in 
with and is no less important than the amount. In the United States 
there are an estimated 44 million privately employed wage and salary 
workers. Only 24 million of these today are protected by the Federal 
minimum wage. A very large proportion of those outside the law are 
low-paid unorganized workers, the very employees most in need of 
protection. 

I think it is very important to keep in mind that this statutory 
minimum wage is intended as a floor under wages, not as a prevailing 
wage, and not as a substitute for collective bargaining or employer- 
employee negotiations on the amount of pay that is appropriate for 
work performed. 

Accordingly, we should move away from the concept of having the 
law provide higher and higher vertical minimum wages at the expense 
of also contracting coverage and covering less and less workers. In- 
stead there should be adopted a program of extending coverage to 
many groups of low-paid workers who are now denied its protection. 

The effectiveness of the act in accomplishing its basic purpose 
obviously depends upon an adequately broad scope. The Supreme 
Court recognized this when it spoke in these terms, “breadth of cov- 
erage was vital to its mission.” 

Why was the scope so restricted? Why has it been so restricted in 
the past? To a considerable extent it was because the minimum-wage 
idea was new and it was untried, and there were anticipated adminis- 
trative and economic difficulties in some businesses. 

Many of the difficulties that were anticipated and used to justify 
limitations or exemptions are no longer valid. Experience has shown 
that the administrative difficulties, the economic difficulties, and so 
on, can be overcome, and, therefore, we think that broader coverage 
is now justified and feasible, both administratively and economically. 

The amendments of 1949 were not really consonant with this con- 
cept of how best to expand the efficacy of the minimum wage, because 
while raising the vertical minimum they actually reduced the number 
of people protected by the minimum wage. 
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Mr. Barger. Would you mind saying that again ? 

Mr. Larson. The amendments of 1949 which put the minimum wage 
up to 75 cents did so at the expense of lopping off and cutting out of 
commas a substantial number of people that theretofore had been 
covered. 

Mr. Batzey. I was aware they left about 6 million uncovered due to 
exemptions in the act, but it was my impression that the entire act 
itself added about 314 million additional of coverage. 

Mr. Larson. In 1949? 

Mr. Battery. I happened to be the man who made the motion to 
report it out. 

Mr. Larson. Well, the exact number by which coverage was reduced 
in 1949 is almost impossible to calculate, but I think that you will find 
that the actual number of people covered as a result of the 1949 action 
was a substantial reduction. 

Now, the reduction came about in a number of rather complicated 
and subtle ways, but there was a reduction. 

Mr. Battey. Would you suggest to the committee where they can 
eliminate most of the objections in the existing act when we get 
around to the question of coverage? 

Mr. Larson. I will talk about that in a moment. I have some 
suggestions. 

Mr. McConnett. I think that you have raised something that 
needs some clarification. We have been hearing about it in various 
labor journals and some other sections for quite a time. That is 
the amendments of the act which were made a few years ago dropped 
from the coverage of the act a certain number of workers. The 
estimates have varied. 

I remember during the course of the debate that the Department 
had supplied one of the experts who was opposed to the amendments 
with the information that it would drop 1 million workers from the 
coverage of the act. I questioned that, and I questioned the Depart- 
ment about it. I was told by the Department that there were no 
exact figures on the number who would be dropped. They were 
making a private guess to me at the time and they guessed around 
400,000. 

Also, I think it is clear to bring out what the purpose of the amend- 
ments were. I would say the major purpose of the amendments at 
the time was to clarify who was covered and who was not covered. 
Under the twisted interpretations of the Labor Department, the 
extension of coverage had been placed in fields that were not con- 
templated or covered workers who under a normal interpretation of 
the act would not be covered. I think that those facts ought to be 
brought out. 

I also resent the implications that there was an effort made to 
deliberately take people out from coverage of the act. It was not 
done with that purpose. It was done with a purpose of clarifying 
the coverage of that act. That was the main purpose. Also, there 
ag no exactness as to those who were left out of the coverage of 
the act. 

Mr. Larson. That is very true. 

Chairman Barpen. May I say right here in connection with that— 
I happen to be to some extent familiar with that—the technique em- 
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ployed was rather objectionable to Congress. That was if it wished 
to expand its coverage, what it would do would be to pick out some 
two or three small employers and threaten them with a lawsuit and 
just predict all of these horrible things that were going to happen to 
them, they would just collapse and submit, and then it would become 
a precedent. Then in that way the expansion was realized. 

There was a good bit of that involved in it, and the Congress did 
not like any such operation. I am not so sure that it has altogether 
been wiped out yet. But at the same time, the Congress thought 
when it wrote just a few pages of law that it should not continue to 
expand until, I dare say now, the volume would be a foot thick. 

Mr. Larson. I, of course, do not want to pass judgment on some- 
thing that happened long before my time. I really wanted to get 
across this point, that I hope this time the increase of the minimum 
will not be at the expense of contracted coverage so that less and less 
people are protected at higher and higher rates rather than what is 
much more needed, to give some sympathy and some attention to the 
hundreds and hundreds of thousands of people who are getting 30 
cents and 40 cents and 50 cents and 60 cents, who are the people who 
are really most in need of some kind of consideration. 

Chairman Barpen. Mr. Larson, I apologize for interrupting you 
in the middle of your statement, but in connection with that, do we 
not of necessity have to go back to the basic philosophy of this act 
and see who is proper for the Federal Government to cover? 

Now, we completely skip that. Are we going to disregard inter- 
state commerce, or are we going to continue to distort it to where no 
human being can recognize it? As far as I know, the Supreme Court 
at the present time is as much in a fog asI am. They would not dare 
attempt to write a definition of interstate commerce. 

Well, that is adding chaos to confusion. While we all jump and 
say, “Let us cover this group, and let us cover this group, and let us 
cover that group,” and desirable as it may be, there must be some basic 
law or principal that we attach ourselves to. 

As I understood this law when it started, we have always had the 
idea that it dealt with interstate commerce. 

Mr. Larson. I would not propose any change or distortion of the 
concept of interstate commerce. I think that you can get a very sub- 
stantial increase in coverage without doing that. 

Chairman Barpen. Do we agree that it must, or any coverage in- 
crease must, have its basis in interstate commerce ? 

Mr. Larson. Oh, yes; definitely. 

Chairman Barpen. Then, if we do that, we certainly will do away 
with a lot of this sob talk and emotional play about covering every- 
body from the housemaid to the cabinet member. 

Mr. Horrman. Mr. Chairman, pardon me, but while you are on 
that subject, for the purpose of our hearings, will you get from him a 
definition of “interstate commerce.” 


Chairman Barpen. I have no objection to the gentleman asking 
him if he has a ready definition of “interstate commerce.” I do not 
believe that I will ask him that question. 

Mr. Horrman. Inasmuch as I understood from your question that 
the foundation of the jurisdiction of this committee and the Congress 
rested upon interstate commerce, I would like to know if I might, what 
that means. 
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Chairman Barpen. I will say to the gentleman that I have just 
admitted my ignorance, and I thought I knew what interstate com- 
merce was when I graduated from law school. But I find that over 
many, many years my knowledge of interstate commerce has decreased 
rather than increased. A 

Right now I do not have the slightest idea what interstate commerce 
covers in the eyes of the average administrator or Government 
operator. 

Mr. Horrman. I was only suggesting that you get some help if 
you could from the experts who come before us in connection with 
this legislation. 

Chairman Barpen. Yes, sir; with all apologies of Mr. Larson, I 
will ask if you do have a ready definition of “interstate commerce” / 

Mr. Larson. No, I do not. That is, not in a word. I am sure 
we could supply you with a kind of summary of where the concept 
of interstate commerce stands now under this particular act. 

You have to define the concept of interstate commerce one statute 
at a time, because it is one thing for one act and another for another. 
The phrasing is different. The National Labor Relations Act talks 
about affecting commerce, and this one does not. This one talks 
about being in commerce, or in the production of goods for commerce, 
and so on. 

Mr. Horrman. Will some of the witnesses from the Department who 
are experts along that line give us a memorandum embodying their 
views, together with citations of the legal authorities, so that the com- 
mittee members may know just how far we have jurisdiction. 

Chairman Barpen. Well, I would suggest to the gentleman that it 
would be very much appreciated by the committee. I would not like 
to make it an order. 

Mr. Horrman. The chairman might be willing to make the request ? 

Chairman Barpen. I so make it now. 

Mr. Larson. I think we are fortunate that the Acting Wage-Hour 
Administrator is also the Solicitor of the Department of Labor, and 
he is going to follow me. I think that he can arrange to have an appro- 
priate answer for that prepared. 

(The information referred to will be available for reference when 
furnished.) 

Chairman Barpen. Do you mean the Wage-Hour Administrator 
is Acting Solicitor, so all he has to do is make an order and then 
turn around and ask the solicitor, himself, if it is good, and then go 
ahead. Is that right? 

Mr. Larson. The definition of “interstate commerce” is a matter for 
the courts. There have been so many definitions, and so many cases 
that I am sure a complete statement of what is interstate commerce 
under the Fair Labor Standards Act would fill a book. Cases are 
coming down all of the time on the subject. There was a case in the 
Supreme Court decided just yesterday on the scope of coverage. 

airman Barpen. I mean we will just be forced to lay down some 
type of statement of policy as to what interstate commerce is in the 
light of this act. Otherwise, speaking of coverage is passing the buck 
to the court and confusing the public who must live under it. 

Mr. Larson. Well, the scope of coverage of the act, of course, 1s 
defined in many, many ways, and not just in the full extent of inter- 
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statecommerce. In fact, it is not done that way. We are not propos- 
ing or even su aeeting any expansion to just throw this wide open 
and exert the limits of the powers of Congress under the Con- 
stitution over interstate commerce. 

If we have any suggestions they will be suggestions that will stay 

well within an appropriate boundary of the interstate commerce 
ower. 
Mr. Fretincuuysen. Mr. Chairman, I think all of the members 
of the committee are very interested in this question of possibly broader 
coverage, but I am wondering whether, if we are supposedly confin- 
ing ourselves to a rate increase, how relevant it all is, or is it unavoid- 
able that we talk about both topics if we talk about one. 

Chairman Barpen. Let me say to the gentleman that the committee 
definitely determined the policy of these hearings some time ago, 
and that was that these hearings would be confined principally, and 
insofar as possible, to a discussion of the minimum rate of pay and 
the effective date of it. 

Now, the very first witness that appeared was our friend, Mr. Bailey, 
who went into the coverage angle, although not very deeply. But the 
gentleman now, Secretary Larson, has prefaced his remarks with the 
statement that he was presenting the pattern of the administration and 
proceeded to discuss it. 

I must confess that we did not give him a chance to observe the 
policy of the committee, because we started right into discussing some- 
thing and led him off. Of course, the witness was not responsible 
for that. 

Mr. Fretincuuysen. I think the discussion is fruitful, and as the 
administration witnesses testified, coverage is no less important than 
the increase of the rate. And perhaps we have to have a discussion of 
coverage to understand the significance of the increase in the rate. I 
am just wondering how much we are going to be allowed to discuss 
that. 

Chairman Barven. We are about to get out of it. 

Mr. Battxy. Let me ask one question at this point: In your presen- 
tation, Mr. Larson, you have dovetailed three important factors. To 
what extent does the question of coverage, which is 1 of the 3 factors 
you are presenting, influence your fixing a minimum rate or recom- 
mending a minimum rate of 90 cents? 

Mr. Larson. It is very hard to define with einen how much per- 
centagewise one factor weighed and how much the other. This was a 
balance arrived at by trying to give effect to all of these considerations 
and I cannot define that, I am afraid, with much more precision than 
that. 

But it was an attempt to set a figure which would give effect to this 
underlying principle I mentioned which is that coverage should be 
oxpahiad as much as possible, while the vertical increase is also being 
made, 

It was to get away from the principle of concentrating entirely on a 
vertical increase, with no expansion or even a contraction of coverage. 

Mr. Barer. If we left out the question of coverage in this legis- 
lation, would that tend to give the committee a little more leeway in 
possibly fixing the rate in excess of the 90 cents? 

Mr. Larson. The only thing I can say is that I am supporting this 
package. This is what we think is best. This we think is the maxi- 
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mum benefit to the low-paid workers of this country. I am really not 


in a position to try to give a definite answer on what I might say is 
some reshuffling of these various elements, because there are so many 
possible variables and permutations that could be made of these fac- 
tors. 

Mrs. Green. Did I understand you to say that you did not figure 
this extended coverage in arriving at the 90-cent figure ? 

Mr. Larson. No; I said this was a balance of all of these 3 factors; 
all 3 were taken into account in arriving at the package. 

Mrs. GREEN. Well, looking ahead a little bit, on page 4, which I real- 
ize is not especially fair, but in the third paragraph down, I judge 
from that that you did not include any expanded coverage when you 
were arriving at the 90 cents? 

Mr. Larson. Are you referring to the passage about how many 
people would be covered ? 

Mrs. Green. No; I would like you to explain the basis of the ad- 
ministration’s proposal for a “90-cent minimum wage for employees 
presently covered by the law.” 

Mr. Larson. If you will follow that out, you will see that the strict 
mathematical calculation, based strictly on the increase in the cost of 
living, raises the figure to about 85 or 86 cents, and that leaves a margin 
there which can be accounted for by this and other factors. 

Mrs. Green. Your main factor is the increased cost of living? 

Mr. Larson. That is the starting point, which gives it the upward 
boost, and the necessity for a change. 

Mrs. Green. Is there any other factor, major factor, which you 
considered in making the change and raising it from 75 to 90 cents! 

Mr. Larson. I would say that there are, in addition to that, a num- 
ber of increases and changes—background material, so to speak—all 
of which show the necessity for advancing the minimum-wage figure. 

Mrs. Green. Well, you are mer it, ¢r your primary premise is 
that 75 cents was adequate in 1949? 

Mr. Larson. No; 75 cents was, I take it, in 1949, the best judgment 
of the Congress again on this combination of how far you can go 
without sabehondaatiy curtailing employment. I think witisooty 
should realize that there are these two tests that are set out in section 
2 of the act, that you go as far as you can under the first objective 
to increase the minimum, and then the limiting factor is the final sen- 
tence of that paragraph which is, “without curtailing employment.” 

The whole history of this act is to work closer and further and fur- 
ther toward the full realization of the benfits of this act for low-income 
people. That full realization of the first objective did not necessarily 
take place in 1949, and it will not necessarily take place under any 
oe ar that are now being made as long as there is this limiting 

actor on the effect of the increase on curtailment of employment. 

Mrs. Green. You say Congress action in 1949 was involved. What 
is the attitude of the Department of Labor? Was 75 cents adequate 
according to the Bureau of Labor Statistics? 

Mr. Larson. I think that was the question I was trying to answer 
before. 

Mrs. Green. You referred to the ag pe and I know the con- 
gressional action, but the Department of Labor, what is their atti- 
tude? Was 75 cents adequate? 
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Mr. Larson. I think my answer to that was that it is not adequate 
in the sense that it fully carries out what we would all like to see 
for the benefit of low-income people. That is what we are talking 
about today. It had to be a decision made subject to this second objec- 
tive about not going so far that you introduce a countervailing effect 
of reducing employment because the increase cannot be absorbed. 

In other words, I do not think “adequate” is a word that can be used 
in the abstract. It has to be tempered with this second factor. 

Mrs. Green. In arriving at the 90 cents, you said that the basis, or 
the main reason, was the increased cost of living. In arriving at it, 
did you consider at all the increase in national productivity ? 

Mr. Larson. I would say that among these upward factors that I 
mentioned, there are a lot of things. There are studies of budgets 
and studies of productivity, and there are studies of the gross national 
product, studies of changes in wages generally, and all sorts of in- 
creases like that that are going on, all of which provide the function 
of telling that you must increase the minimum wage. 

But you cannot by that process make the final decision of where 
you can, under the mandate of Congress in the preamble, peg that 
minimum wage for that particular time because then you have to 
go around and you have to find these limiting factors that are laid 
down in section 2. By a combination of those two, you finally wind 
up with your recommendation. 

Mrs. Green. I still do not understand whether or not you considered 
that factor in arriving at the 90 cents, the increased productivity ? 

Mr. Larson. Oh, yes. 

Mrs. Green. Was it a major factor considered ? 

Mr. Larson. All of these factors were taken into account. 

Mrs. Green. What is the increase in national productivity since 
1949? 

Mr. Larson. The only strictly relevant figure on increase in pro- 
ductivity for this purpose would be one addressed specifically to the 
low-wage, low-profit-margin industries that are actually affected by 
this increase. I do not think anybody has a set of productivity figures 
that is appropriately limited to that group. That is the only one that 
would really be convicing if you were going to take into account pro- 
ductivity in arriving at a minimum wage. 

Mrs. Green. Did not the Bureau of Labor Statistics have some 
information on that, the average increase in national productivity ? 

Mr. Larson. The average increase in national productivity ? 

Mrs. Green. Did they have it also for the low? 

Mr. Larson. I do not think that you can segregate the people that 
will be affected and have to absorb, and that is what really counts. 
The people that have to absorb any minimum wage increase, I do 
not think anybody has figures that will segregate productivity for 
those exact industries or people. 

Mr. Zecenko. Mr. Larson, you are speaking for the administration, 
assume ¢ 

Mr. Larson. That is correct. 

Mr. Zetenxo. And, of course, I do not intend to question you 
about particular details now. But something interests me; do I 
understand you correctly when you say that raising the rate on the 
wage in itself is insufficient, and you, as spokesman for the adminis- 
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tration, feel that the question of coverage should be included as x 
package, otherwise it would be ineffective ? 

Mr. Larson. We think it would be much better, more effective to 
have the combination. 

Mr. ZetenKo. Now, assuming this committee comes out only with 
a raise in the minimum wage at this time, but does not include the 
question of coverage—and after listening to you plead for the low- 
income people—will it be the intention then of the administration, 
pointing to this Democratic-controlled Congress, to say, “We wanted 
everything, but they only gave you part?” 

Do you understand that we have considered the question of coverage, 
but feel that we want to give some relief at this time, and that is why 
we are taking the amount? We are cognizant of the fact that 
coverage is important. We originally urged it. 

What I am trying to get at is this, and, of course, I cannot te|l what 
you intend to do, and politics do play a part: You understaid that 
we feel that coverage itself cannot be covered in so short a time as 
we have allotted. e are trying to get some relief, and to sum up 
what I am trying to say, it is this: We want it understood thit we 
tried to cover everything, but we are trying to give some relief here. 

You come here with a package, and I believe you understand— 
when I said “you,” I do not mean you personally but the adminis- 
tration—that we are trying to get something across in minimum wage. 
Then for you to go out and say, “We ea everything but the Demo- 
cratic-controlled Congress only gave part ;” that is somewhat, or might 
be one of the results. 

We want you to understand that we want to cover everything. Do 
you understand, sir, that we have set apart the coverage for later, and 
further, and more thorough investigation? The only reason we are 
considering the wage now is because we feel that is the only thing we 
_ paver at this time to get some relief across. Do you understand 
that ! 

Mr. Frevincuuysen. Will the gentleman yield? 

Chairman Barpen. Just a moment, please. Let the gentleman an- 
swer the question. 

Mr. Larson. Well, let me say this, that this package that I am talk- 
ing about was proposed in the state of the Union message in explicit 
terms. It was a very concise 2-sentence paragraph, in which the 2 ele- 
ments were stated very clearly and very affirmatively. 

The President said that he recommended “that many others, at 
pespant excluded, be given the protection of a minimum wage.” He 
1as followed that up repeatedly in press conferences until just a little 
while ago, on the 31st of May, he said: “I want the coverage extended 
to every area where it is feasible and a practicable thing to do.” 

I certainly trust that these sentiments you have expressed will find 
their way into appropriate action, because, as I say, there is a sincere 
feeling on the part of the President that this kind of extension of cov- 


erage is extremely important, and he has stated it over and over again. 
Chairman Barpen. Let me make this brief statement, and then I 
will be forced to let the Secretary continue, because I think that we 
have been a little bit precipitous. 
Mr. Roosrvett. In view of the last statement made by the witness, 
I think we should ask the witness whether, in view of that statement, 
he, as the representative of the Department of Labor, is ready to 
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recommend to this committee the specific increases in coverage which 
are feasible. You quoted the President as saying he wants those that 
are feasible, and I expect that before this witness leaves here that he 
will recommend to us the specific increases in coverage that are feasible, 
in the light of the research and the information available to the De- 
partment of Labor. 

Chairman Barpen. Let me say I do not believe it would be very 
fair to further interrupt the Secretary’s statement. We have gone 
far afield. I do hope that I can express this little statement: 

I would like very much to keep politics out of the field of labor 
legislation. I have been here many years, and I have never seen enough 
brains in either the Democratic or Republican Parties to play politics 
with the Taft-Hartley Act. It was passed by a big majority of both. 
Since then it has been attempted, with no success, to play politics 
with it. 

I am fearful that a real attempt to do the same thing with this will 
simply confirm the fact that labor legislation dealing with the lives, 
and the living, and the welfare, had better get on a higher plane than 
olities. 

For my part, I do not care whether a proposal comes from the Demo- 
crats or the Republicans, because a Republican can get just as hungry 
as a2 Democrat ; and a Democrat can get just as hungry as a Republican. 

So it is something that I hope we will avoid, and I believe we will 
get along a little bit better. 

Mr. ZELENKO. Just bear with me one moment. Will the chairman 
bear with me one moment? 

Chairman Barpen. I am not saying that something is sacred, but 
I will tell you this: It was passed by an overwhelming majority of the 
Republicans and the Democrats, and there never has been a sufficient 
number to even threaten its repeal since. 

Mr. Zetenxko. If you will bear with me, it was not my intention 
to raise politics, but I detected, according to the way I saw it, an under- 
tone in the statement of this witness. I detected an undertone of 
polities. I detected an undertone that we were not considering every- 
thing for the good and welfare. That is why I asked the witness 
whether he understood that we had picked what was more of an 
emergency ok page here, and that is the only emergency one that 
we could consider at this time, the amount. 

Chairman Barpen. Just a moment. I expect there is a little poli- 
tics in everybody sitting around this table. The thing I am asking is 
that we suppress it insofar as possible. 

Re page, I thought I detected it in the witness and not around 
the table. 

Mr. Horrman. A point of order, Mr. Chairman. Has the chair- 
man the authority or ability to suppress anything that someone thinks 
he detects ? 


Chairman Barpen. I may not have the ability, but I do have part 
of the authority. 


_ Now, I am going to recognize each one of you against my better 
judgment. 


Mr. Wainwricut. I would like to ask Mr. Zelenko whether he 


identified a trace, a smattering, of politics in the previous 20 witnesses 
that we had here before us? 
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Mr. ZetenKo. If you name each one I will tell you what I thought. 

Mr. Horr. I would like to say that I share the Chair’s point of view, 
and I hope that it stays on a very high plane. 

But, I cannot help but detect a trace of politics from a statement 
made by my good friend from New York, and if it continues I shall 
like to go into a full discussion publicly about those who want to hold 
these hearings for 5 days, and those of us who received visits from 
some union leaders before this committee met. 

Mrs. GREEN. Well, it seems to me that Mr. Roosevelt’s request would 
be one way of eliminating this question of playing polities. The 
statement was made that the administration recommends extended 
coverage, and it seems to me Mr. Roosevelt’s request was perfectly 
legitimate that we ask specific recommendations by the present ad- 
ministration and by the Department of Labor as to exactly what ex- 
tended coverage they would have, and then we would do away with 
this thinking there might be a trace of politics involved. 

Chairman Barpen. Let me say to the lady that was not ruled out. 
The request was made, and it is a matter of record. But, of course, 
it is a matter with the Department as to whether they see fit to answer 
the request. I do not want to further disjoint the gentleman’s state- 
ment here. 

Mr. Kearns. This is a point of inquiry. Of necessity I had to be 
absent last week. I wanted to inquire of the chairman if it had been 
firmly established that we could deal with section 6 of the act, which 
deals with the rate, without considering section 13, which deals with 
coverage? 

Chairman Barpen. Insofar as it is possible, at this time, I have 
made every investigation that I think good judgment prompted, and 
from the authorities who determined the question of amendments and 
the relevancy of them, my judgment and my advice at this time is 
that the motion adopted unanimously by this committee is in order. 
I will read it just to refresh your memories. 

Mr. Metcalf moved that the full committee hold hearings on bills 
amending Wage and Hours Act, “that hearings will be limited to 
amendments to section 6 (a) (1) relating to the amount of minimum 
wage, and effective date of the act.” 

Now that is my chart, and that is the one I expect to follow. 

Mr. Kearns. I move regular order of procedure then. 

Mr. Famwemorenn May I ask one question before we go to regular 
order ¢ 

Chairman Barpen. If the gentleman will just withhold his regular 
order then. 

Mr. FrevincuuyseNn. It will be a brief question, and it gets back to 
the relevancy of the information requested by Mr. Roosevelt. 

I should like to hear some information about the extending of cov- 
erage, but how relevant is it, if we are confined to what you have 
just read us, testimony to the rate of increase? Are we in a position 
to explore that subject ? 

I would be delighted to offer a motion to allow us to explore section 
6 and section 13, which would enable us ary ged and with rele- 
vancy, to go into the question of coverage, but I thought we decided 
against that. : 

Mr. Rooszverr. Would the gentleman yield for one clarifying 
question ¢ 
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Chairman Barpen. Let me say to the gentleman that I do not think 
we have previously gone very far afield, and I think we have gone 
further afield this morning than we have since we started the hearing 
on the question of coverage. There is probably some room for some 
commonsense in there, and if you are speaking of the removal of a 
patient’s shoulder you had better give a little thought as to how deep 
you are going tocut. You might take his heart out. 

In this instance, I think, some discussion of the package which the 
gentleman says comes from the administration, and is expressing the 
policy of that department, I do not think it is out of order that the 
gentleman be permitted to proceed on that basis. 

Now then, the committee, I think, can question it later. I must 
confess that maybe it is going a little far afield under the specific 
instructions of the committee. But I have never been a member of a 
committee or chairman of a committee that a department official was 
not given pretty good leeway in discussing the policy of the admin- 
istration. That = been followed regardless of who happened to 
be in control of the administration. 

Mr. Frecrncuuysen. I think the Secretary of Labor should be per- 
mitted to say what he wants about coverage as well as increase, but 
if we are going to get information such as Mr. Roosevelt has suggested, 
it seems to me a motion might be in order that we be permitted as a 
tull committee to discuss this question of coverage as well as the rate 
of increase. 

Chairman Barpven. There are some hazards te take when a fellow is 
made chairman of a committee, and you will have to take that hazard 
with me and let me kind of hold it into the channel 

Mr. Roosrveitr. Would the gentleman from New Jersey yield for 
half a second ¢ 

Mr. Fretrncuuysen. I have yielded the floor. The Chairman is 
in full charge, 

Mr. Roosrvetr. If Mr. Kearns would yield his motion for a half 
minute, I want to make plain that the reason I asked the question is 
in relation to the dollar amount that we are considering, the admin- 
istration’s recommendation of 90 cents. The witness tells us that that 
90 cent figure is based upon consideration of coverage. Therefore, I 
think it is important in order that we can decide whether 90 cents or 
$1 or $1.25 is correct that we know exactly what kind of coverage was 
considered in setting the administration’s 90-cent figure. That is all 
of the information that I have asked for. 

Mr. McConnett. Will the gentleman yield? There is just one diffi- 
culty in connection with that, and that is when you get into specific 
groups which should be covered, those groups in turn wish to state 
their position whether they wish to be covered or not to be covered. 
They insist on getting into the hearings. 

Mr. Rooseverr. I am only asking what the witness used in arriving 
at his 90-cent figure and I am not asking whether that is right or 
wrong, and I want the witness to tell me what he used in getting to 
that 90-cent figure. He has stated how he arrived that there was a 
consideration of coverage. What coverage is involved? That is all L 
want to know. 

Mr. McConnetx. The administration has already stated over in 
the Senate certain types of extended coverage, and into the retail field 
and groups in interstate commerce. Of course that leads the retail 
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roups to want to come in here and defend their position. We have 
een trying to keep that out of the House side, and [ thought that was 
the majority choice. I am willing to go into complete coverage. 

Mr. Roosrvetr. I do not want to go into complete coverage.. I want 
the witness to tell me what coverage he considered in arriving at the 
90-cent figure. 

Mr. Kearns. Under my motion for regular order, I feel we should 
proceed that way, or amend Mr. Metcalf’s motion. 

Chairman Barpen. The committee can do either one, but since it 
is up to me now, the regular order is demanded and ordered, and the 
gentleman will proceed with his statement. 

I think this little experience has probably taught us that it is prob- 
ably a better thing to let the witness make his statement and then ask 
him quesions. We can note any question we want to ask and we will 
save time. I think it will be a little fairer to the witness. 

Mr. Larson. I think now I will go right to the heart of the question 
of the minimum wage figure itself and sketch out very briefly how it 
was arrived at. 

In 1949, about 1.3 million of the covered workers had earnings of 
less than 75 cents an hour. An approximately equivalent number are 
now being paid less than 90 cents. There is your starting point. 

As to the increase in the cost. of living which has taken place since 
1949, the Department’s Bureau of Labor Statistics, Consumer Price 
Index, shows that since that time the increase has been 13 percent. 
If you apply the 13 percent cost of living factor alone to the 75-cent fig- 
ure, you get to about 85 cents today. That means that an increase to 90 
cents would adjust it to this increase in cost of living. Then, it would 
permit some improvement in the position of the people affected by the 
minimum wage. 

This we believe is an increase which the industries affected can suc- 
cessfully absorb. 

As I stated a little while ago, in answer to a question from Con- 
gresswoman Green, the original rate set in 1938 and the 75-cent rate 
in 1949 were steps toward attaining a certain objective which is this 
minimum standard called for by the act necessary for the health, 
efficiency, and general well-being of workers. But this objective was 
limited by the second objective which is to eliminate these substandard 
conditions without substantially curtailing employment or earning 
power. 

We think that although there will be substantial increases in the 
wage levels in some of the industries affected, it is now possible to 
increase the minimum wage rate appreciably without curtailment of 
employment or other adverse effects. This 15-cent increase will bring 
us closer to the goal of elimination of substandard conditions. Since 
an increase greater than this would require very serious adjustments 
in some industries, the rate of 90 cents is recommended. 

This 90-cent minimum wage would result in increasing the wages 
of 1.3 million workers or about 5 percent nationwide of the 24 million 
workers subject to the act. About 1 million of these low-paid workers 
are employed in manufacturing. The remainder are scattered among 
various nonmanufacturing industries, subject to the act, such as 
banking and insurance, wholesale trade, and communications. 

Whether a particular minimum wage will have harmful economic 
effects depends primarily on the size of its economic impact on low- 
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wage industries and areas. A 90-cent rate (and these are really the 
crucial figures on this impact on industry—the ones I am going to 
give you now) a 90-cent rate would require wage increases for about 
500,000 production workers in manufacturing industries in the South. 
It is about one-fifth of all such workers. A $1 minimum wage would 
require wage increases for over 700,000 workers, and a $1.25 rate would 
require increases for nearly 1.3 million or one-half of all such workers 
in the South. To select just a few out of this large wage distribution 
study that was made last summer, suggests the importance of setting 
a minimum wage within the ability of particular industries in low- 
wage regions to absorb. 

We are very fortunate, I may say, in trying to proceed on a factual 
basis, to have two useful studies. Both of these, of course, will be 
before you. One is a careful and quite elaborate wage distribution 
study, on which these figures are based, showing by 5-cent breaks the 
number of people that would be affected by any minimum wage, 
starting from 75 cents, and all of the way up. That is by areas, and 
also by men and women, and also by the major industries involved. 
Starting from that wage distribution survey, which was made last 
summer, you can get a pretty accurate idea of exactly how great the 
absorption and the impact will be at any given level of the minimum 
wage. 

We are also fortunate to have a second study which bears very 
strongly on this question of the impact of minimum wage action. 
After the 75-cent increase was put in, the Department of Labor set out 
to study how successfully the industries involved absorbed this in- 
crease. We do not have to proceed on guesswork or speculation. This 
study is not as complete as we would have liked because of the interven- 
tion of the Korean war coming along about 6 months after the increase 
went into effect, but there is enough there so that you can proceed with 
considerable confidence on the strength of that study. 

In that study on the effect of the 75-cent increase, the general con- 
clusion, without going into details, was that the increase was success- 
fully absorbed without too much dislocation. The 90-cent increase 
would we think have about the same impact on low-wage industries 
as the 75-cent wage did in 1949 and 1950. That is why we say we do 
not really have to guess, and we are trying to proceed on facts when 
it comes to this second mandate of the Congress that we must take into 
account the effect on earning power and employment. 

Mr. Roosgvett. Could I ask a clarifying question on that point? 
Would the—— 

Chairman Barpen. It must have some bearing on the language. 
I hope the gentleman understands what I am trying to do. 

Mr. Rooszverr. I am trying to understand in my mind, sir, the in- 
crease that you referred to in these studies was from 40 cents to 75 
cents, is that right? 


Mr. Larson. Yes, sir. 

Mr. Roosrvetr. Or a 35-cent increase ? 

Mr. Larson. That is right. 

Mr. Y Spemtie g And that was easily and properly absorbed, is that 
correct 

Mr. Larson. I do not think I would say it was easily absorbed. 
There were some industries that had some difficult adjustments to 





114 AMENDMENT TO INCREASE THE MINIMUM WAGE 


make, but I would say it is within the intent of Congress, and it did not 
violate the injunction not to curtail employment. 

Mr. Roosevert. That was a 35-cent increase? 

Mr. Larson. Yes. : 

Mr. Roosrveur. This increase suggested is a 15-cent increase, is 
that correct ? 

Mr. Larson. That is correct. 

Mr. Roosrverr. 1,300,000 were successfully applied to that figure 
in 1949? 

Mr. Larson. That is right. 

Mr. Roosevetr. And an increase at this time over 500,000, you think 
would have sufficiently adverse affect that you would not recommend 
it, although 1,300,000 was the figure ? 

Mr. Larson. It is 1,300,000, and it is 500,000 production workers in 
manufacturing industries in the South. We have two sets of figures, 
and perhaps I had better make this very clear, when you are using 
these tables that we are going to give you. We start out with a survey 
made by the Bureau of Labor Statistics by these 5-cent wage breaks of 
production workers in manufacturing. Now that is a completely solid 
piece of statistical work. Then starting from there, using a lot of 
other statistics that we have, and other facts at our disposal, we have 
broadened that out to give you a second set of tables which is the effect 
on everybody covered by the act. As to everybody covered by the act 
we believe that it will come to 1.3 million. 

Mr. Gwinn. Roughly, Mr. Larson, what groups were included other 
than manufacturing, in that other group that you referred to? 

Mr. Larson. They are banking and insurance, wholesale trade, com- 
munications, and various nonmanufacturing industries that are now 
subject to the act. 

Chairman Barpen. Will the gentleman proceed, please ? 

Mr. Larson. This, then, is the general outline of the pattern that 
has been followed to arrive at this recommendation, based on these 
various studies of wage distribution and the ability of the economy 
und the industry affected to absorb the increase. In both cases we are 
trying to proceed on solid facts, and not speculation, because we have 
had experience with increasing minimum wages, and we have studies 
of the impact, and the effects, and the general conclusion is that this 
package or this combination is the best way to give effect. to the most 
increase with the least harmful effects in the light of the third factor, 
which is the desirability of extension of coverage. 

Now I have in my prepared statement a further passage here deal- 
ing with a couple of special suggestions for possible extension of 
coverage. I have submitted that written statement, and if the Chair 
wishes me to, I shall carry on with that. 

Chairman Barpen. All right, sir, just as you choose. 

Mr. Larson. On this re of extended coverage, let me make a 
very simple statement about the administration’s position on this, 
so there would not be any mystery or confusion about it. Let us 
think of it in just two parts. 

First of all, you have a very plain and simple statement by the 


President several times starting with the state of the Union message. 
Most. recently it was in the May 1 pre conference. He says that 


he would like to see coverage extend In other words, it is a simple, 
affirmative, positive, unqualified statement that coverage should be 
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extended. In the most recent statement he said to the greatest extent 
that is feasible. Now that is point 1. 

Point 2 is how about the details of this? When you come to the 
details of it, the President in his Economic Report and in his press 
conference on May 31 said the same thing, that the Congress is in by 
far the best position to work out the very difficult problems of detail 
that. you get into when you get into this admittedly very, very difficult 
problem of extension of coverage—the existing coverage of the act 
as you know from looking through the language of the act is tremen- 
dously complicated. It is full of all kinds of interweaving exemp- 
tions and exceptions, and “ifs” and “buts,” and so you have this two- 
part recommendation. 

First, there is the affirmative recommendation that coverage be 
extended as far as practicable. Second, there is a recommendation to 
Congress that because it is in the best position to do so, and, of course, 
has the final responsibility, that it work out the details of how best 
this coverage can be extended. That is the dual recommendation. 

Now, there are two areas of possible expanded coverage which I 
might talk about with a view that they be given special consideration. 
These are special suggestions. This is because these two seem to us to 
be areas where this kind of expansion of coverage could very well be 
considered. 

Without any worry about the point that was mentioned earlier, 
about the interstate commerce problem, or the definition of commerce, 
we are talking about something here that is so clearly a part of inter- 
state commerce that I do not think anyone would raise a question 
about it. This is one reason that these might be especially singled 
out for special attention, The areas which I am referring to are multi- 
state enterprises, which, of course, have grown tremendously in past 
years. There are other businesses which engage to a major extent in 
commerce, or the production of goods for commerce. There does not 
seem to be any sound reason why the act. should not be applied through- 
out these businesses. They are controlled on an interstate basis. 
This is the sort of thing I have m mind: Units of the vast interstate 
department-store chains, variety stores, grocery chains, nationwide 
motion picture theater chains, interstate hotel systems, and loan 
companies. 

Now, these multistate enterprises, in any sense of the term, are 
not really local or intrastate in their most important characteristics. 
That is true whether you consider ownership or control or financing 
or management or personnel policy. Side by side with these, you will 
sometimes find the local “friendly corner merchant” in strong con- 
trast with them. But these big interstate chains have an importance 
and a significance far out of proportion to their numbers. 

You take the retail chains as an illustration of this. There are 
1.4 million retail firms in the United States. But of these, 31,000, 
or only 2 pereent, or a little over 2 ponents are these multistate enter- 
prises, and yet this 2 percent in these interstate chains employs 34 


percent, of the industry’s employees. I think that is a very important 
fact. By. dealing with only these 31,000 enterprises, you are dealing 
with 34 pereent, of the industry’s employees,.and you are staying very 
clearly within the bounds of the interstate concept. 

An establishment owned or directly controlled. by an interstate 
chain is a unit of an enterprise whose operations are in the stream 
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of interstate commerce and whose labor standards directly affect inter- 
state standards. The huge size and the increasingly diversified opera- 
tions of these enterprises are in a large measure dependent upon the 
rapid and progressive strides made in the fields of interstate commu- 
nication and interstate transportation. They are obviously engaged 
in commerce affecting more States than one. Such commerce, under 
the Constitution, is appropriate for regulation by the Federal Gov- 
ernment. 

We feel, on the other hand, that the Federal Government should 
not regulate those enterprises which are essentially local in char- 
acter. This should be left to the States. The small neighborhood 
grocery and the barber shop and the drug store and the country store 
and other small enterprises are not properly subject to the Federal 
legislation. They are traditionally within the State jurisdiction 
because they are largely outside the stream of interstate competition. 

In order to expand coverage to interstate enterprises, it would be 
necessary to include specifically in the general coverage any employee 
employed by a business establishment or enterprise which is part of 
an interstate enterprise operating business establishments in different 
States. By “interstate enterprise” I would mean any enterprise in 
which business establishments under common ownership or financial 
control are operated in more than one State. If employees of multi- 
state enterprises are to be given the protection of the minimum wage, 
it would also be necessary to remove outlets of interstate chains from 
the complete minimum-wage exemption in the act for retail and service 
establishments. 

How many people would this affect? We figure that it would give 
minimum-wage coverage for the first time to about 2.1 million em- 
ployee-. Of these, about 1.7 million are employed in units of inter- 
state chain-store enterprises, and about 169,000 of the others are in 
hotel, motion picture, or other interstate service chains. 

Chairman Barpven. Let me say this, Mr. Secretary: That, of course, 
you are aware of the fact that we continue to dwell on this subject and 
that every hotel owner, every motel owner, every drug-store owner, 
and every grocery-store owner will be on my neck to come in here and 
say what you said is not so. TI merely call that to your attention be- 
cause we might run ourselves into a rather impractical situation if 
we do not adhere to some extent to those things which have a direct 
bearing on the minimum wage. . 

Mr. Larson. Perhaps I had better then just sum up the second 
thing that I mentioned, since I have already mentioned it very briefly 
and it is in the statement. 

Chairman Barven. May I say this, that I was aware of the devia- 
tion here from our established course. That is when the question was 
propounded if you took in anticipated coverage in your figures. If 
you did not take in anticipated coverage in your figures, why then, 
of course, there is no point. If you did take it, then I think in fair- 
ness to you it is perfectly proper for you to explain what part that 
played in your arriving at the recommended figure. That was the 
theory upon which I have kind of violated my instructions a little bit. 

Mr. Roosevetr. Along that line may I then reiterate? In the 
90-cent figure, did you take coverage including these 2.1 million 
additional employees? 
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Mr. Larson. The answer to that is that we did not figure in on any 
precise basis, any precise extension of coverage and say, “At this level 
of extension of coverage this exact figure would come out.” We did 
not do that. What we did was to take into account generally the 
desirability of extending coverage as much as possible, and we weighed 
that in by taking into account the fact that if you raised the vertical 
minimum without considering the possibility of extension of coverage, 
the more you do that the more you rule out the prospect of extended 
coverage by the very size of the increase in the minimum wage. 

But there is no mathematical formula that we know of. There is 
no formula applied to a precise set of extensions which somehow you 
“a into a precise number of cents per hour. We did not do that. 

r. Battey. Since we are going to have to meet this matter of 
coverage sometime in the immediate future, I would like for the gen- 
tleman to go ahead and make his suggestions on the second field where 
we might increase the coverage. 

Chairman Barpen. Well now, gentlemen, I have informed this com- 
mittee before, I think, that this committee gave me some definite 
instructions to follow, and if you want to check your instructions, all 
right. But I warn you, if you get into the field of coverage, it will 
not be a 30-day job, or a 60-day job. You will run into something 
that is about a half a year’s work when you get into it. Now, if you 
want to just keep on jumping the fence until you find that there are 
to many fences behind you to jump again, and just keep on going, 
all right; but you will not come out with a bill if you do it. 

Mr. Barry. May I ask if the gentleman’s proposal, his entire brief, 
will be submitted for inclusion in the record ? 

Mr. Larson. The written statement which is before you contains 
this second item. 

Mr. Battey. I will withdraw my request. 

Chairman Barven. The gentleman will proceed. 

Mr. Larson. I think that that concludes my statement. 

Chairman Barven. Mr. Wier? 

Mr. Wier. Well, there is not very much to question here under the 
procedure. We are merely confronted with a picture of whether it is 
going to be 90 cents, $1, $1.10, or $1.25. However, let me ask you this 
question, and I will get as far afield as I can within the boundaries of 
the chairman’s authority here. 

Chairman Barpen. Now wait a minute, let me correct the gentle- 
man. It is not the chairman’s authority, the gentleman was a party 
to laying down the rules, and all I suggest is that if you lay down rules 
and give them to me to go by, then I do not care to be picked about 
adhering to them. 

Mr. Wier. You used the word authority a few minutes ago. 

Chairman Barpen. I may have to use some authority before I get out 
of this thing, and I will use it if necessary to make us stick to the 
instructions of the committee. 

Mr. Wier. Let me ask the witness, and I think he relatively touched 
on a figure a few minutes ago, that in the effort to adjust wages of the 
employees covered by this act upward, you have cited the number of 
employees and wage earners that would be benefited under this in- 
crease, whatever it is? 

Mr. Larson. Yes, sir. 





118 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Mr. Wier. From your interpretations, and you have had many of 
them from the courts, of workers engaged in industry and agriculture, 
and so forth, how many wage earners are there that your Department 
feels comes under the scope of a wage-and-hour bill ? 

Mr. Larson. You mean at the present? 

Mr. Wier. And are completely exempted in one or another type of 
exemption. How many workers will be completely or are now com- 
piste y eliminated from any benefits of the Wage and Hour Act? 

tow many have we eliminated ? 

Mr. Larson. The first figure I gave you, as I recall, was, of the 44 
million wage and salary earners, 24 million are covered. That is ap- 
proximately 55 percent. When you go beyond that you get into a very 
complicated set of caleulations. You see some are subject to the 
wage and not subject to the hours, and so forth. There are all kinds 
of combinations under the act. Some have limited exemptions and 
modified exemptions. But that is the rough figure of coverage. That 
is as the act now stands. 

Mr. Wier. In other words then, I am gathering your figures to mean 
that whatever we do on the increase in income in this legislation, see- 
tion 6, only 24 million of the 44 million will reeeive any of the benefits 
of this action; is that correct? 

Mr. Larson. That is right. 

Mr. Wier. And the other 20 million in your opinion, what share of 
those properly belong in interstate commerce ? 

Mr. Larson. I think I can give you that. That is in a very approxi- 
mate form and I do not want you to take this as again a final judicial 
statement of what is interstate commerce. But by the best guide we 
have we would say that about 1314 million are not directly engaged in 
interstate commerce or the production of goods for commerce, which 
is the language of this act. That means about 614 million of those 
not now included are engaged in interstate commerce or in the pro- 
duction of goods for interstate commerce but are exempted because of 
the specific exemptions in the act. Now, about 3 million of these or a 
little over, are farm workers. 

Mr, Wier. I think that you have done a very geod job in giving me 
what I was trying to find. That is the number that we have exem 
from change to change in this Wage and Hour Act. So today there 
are approximately in round figures, around 7 million people the 
Congress ought to cover if we are going to level off the economy and 
give everybody that same recognition of need. 

Mr. Larson. There are 614 million that are within this act’s coneept 
of interstate commerce or production of goods for commerce. 

Mr. McConnetx. Will the gentleman yield? You might develop 
one little part here which we seem at times to lose sight of. Covered 
industry does not operate in a vacuum. In other words, a wholesaler, 
we will say, in a town, is covered, the employees are covered. Down 
the street is a retailer that is not covered, but they are each amapting 
in the same labor market for their personnel. So there is in effect a 
through industry, a raising of the minimum-wage rate to the covered 
industries. Is that not correct ? 

Mr. Larson. You mean if you raise a covered industry, you will 
have some upward effect on an uncovered industry? I think that that 
is probably correct. 
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Mr. McConneuu. We know that to be true, the retailer has to com- 
pete ae the employees in the same town with the wholesaler who is 
covered. 

Mr. Larson. I do not know just how immediate or how direct that 
might be, but there would be some effect. 

Mr. Wier. Let me ask one more question. What conclusion would 
you come to in this question regarding the ability, the economic cir- 
cumstances of the country, the moving forward of our industrial life, 
productivity and income, and as I often hear these days there is no 
unemployment—What do you think the capacity of these covered 
industries, the management, is to accept without too serious a threat 
of bankruptcy an increase of 15 cents, which you are recommending, 
or 35 cents an hour, and that is what we gave them in 1949 when I 
think the Congress was in worse shape economically than today. 

Mr. Larson. I think one has to remember that the ability to absorb 
2 minimum-wage increase is not necessarily to be judged by the overall 
prosperity or profits of business generally. You have to try to pre- 
dict what the ability will be of the affected industries to absorb, which 
is not necessarily the same thing. It is perfectly true that business 
generally is very good and the prospects are very good and wages are 
very 1. But what we have tried to do, using the 1949 experience 
and the exact same industries we had experience with then, is to pre- 
dict the ability of these particular industries to absorb a particular 
increase. That is the way we have gone at it. We think that the right 
figure on the strength of that is the increase up to 90 cents. 

Mr. Wier. Well, your answer apparently is that 75 percent of the 
employers of this country could absorb safely a 35-cent increase, while 
1 minority of 25 percent would probably find difficulties; is that what 
you are saying ¢ 

Mr. Larson. I do not think that I would put it in quite those quan- 
titative terms. I would say that you have to consider the thing on an 
area basis, and you have to consider it on an industry basis. You 
have to take each one of these because it is pretty difficult to decide this 
kind of a question on an overall basis with nationwide figures, and 
nationwide statistics. In the last analysis, you come down to areas, 
and to industries, and you might even come down to men and women. 
You find that $1.25 means that you have to raise the wages of 76 per- 
cent of the women in the South, or 49 percent of the women in the 
Northeast. You take a group like women alone, and you have to look 
at the impact on the employment of women as women. That is because 
of this 49 percent in the Northeast and the 76 percent in the South. 

Mr. Wier. Let me approach the same objective in a different lan- 
guage. You have had quite a varied experience in this department. As 
a witness, could you indicate to this committee any great industries 
or any great number of firms or corporations or employers that fell 
by the wayside as a result of the 35-cent. increase in 1949? I have not 
heard you mention today that 35 cents in 1949 hurt too bad. 

Mr. Larson. That is right. I said that the increase was suecess- 
fully absorbed in 1949, and we have this booklet here, “Results of the 
Minimum Wage Increase of 1950,” which goes into considerable detail 
and gives the whole story about that increase. As I said, there were 
some difficult adjustments, but the adjustment was successful. In the 
light of that experience, we think an equally successful adjustment 
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is possible now. But I do not think the comparison is the 15-cent 
increase versus the 35-cent increase. I think the relevant comparison 
is the volume of impact in terms of the number of people whose wages 
have to be increased. That is a more direct comparison. 

Mr. Barry. Mr. Chairman, I thoroughly enjoyed the gentleman’s 
discussion, and I have a lot of questions in mind, but I am not going 
to belabor the hearings this morning going into them. I think that 
is all I have. 

Mr. THomeson. Mr. Secretary, would you say that in 1938 and in 
1949 there were fears expressed as to the effect that the increase would 
have ? 

Mr. Larson. In 1949, you say? 

Mr. Tompson. In 1938, and again in 1949, when the proposals 
were made first for the original minimum wage, and then for the 
increase. 

Mr. Larson. I believe that was true, yes. 

Mr. Tuomrson. That it would have an adverse effect on the econ- 
omy, and I think that you have agreed by your statement that the 
experience has shown that industry absorbed it rather well. 

Mr. Larson. Yes. 

Mr. Tuompson. Now, in arriving at your 90-cent figure, I note that 
you have predicated it to some extent on the 75-cent existing figure. 
Do you feel personally, or does the Department feel that the 75-cent 
figure was at armere in the first place? j 

Mr. Larson. No, I do not think it is adequate in the sense that if 
you did not have to worry about the other limitation of curtailment 
of employment and the effect on earning power you might not go 
further. I do not think that one can talk about a minimum wage 
being adequate in the abstract, because the act just does not proceed 
on that theory. 

Mr. Tuompson. Yet you have to use something as a base, and so you 
have used the 75-cent figure? 

Mr. Larson. That is where we have to start from, because that is 
where we are. 

Mr. THompson. Well, we have heard other witnesses, and I must 
say that of the ones I have heard, you are the first one who has predi- 
cated your proposal on factors. 

Now, that is to get to the factors that you used, you say that you 
consider the cost-of-living rise as a factor, specifically you gave the 
percentage ? 

Mr. Larson. Yes. 

Mr. TxHompson. Did you also consider productivity in terms of 
specific percentage ? 

Mr. Larson. We considered productivity and various other factors 
as indicating a general apward: trend. 

Mr. Txuompson. You did not use the productivity and other factors 
which you mentioned in the same manner that you used the cost of 
living? 

Mr. Larson. No, we could not do that with productivity, because 
theré is no reliable, exact, or even reasonably exact figure on the 
increase in productivity in these particular industries. It is quite one 
thing for a large motor company to put in a machine where 2 men 
now do today what 200 did yesterday but it is quite another thing to 
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deal with southern sawmills, or with all of these enterprises that are 
involved in this kind of change. You cannot take it for granted that 
the overall national productivity increase is equally applicable to the 
low-profit margin and low-wage industries that we have to deal with 
here. 

Mr. Roosevetr. Would the gentleman yield? Is it not true, Mr. 
Secretary, that the Bureau of Labor Statistics has made surveys of 
the productivity increase in certain of the lower income industries, 
such as food and others? Could you give us a list of the ones in which 
the Department did make surveys? 

Mr. Larson. I will give you what we have. I do not think that they 
are tailored to this coverage and that is why it is very difficult to give 
that. 

Mr. Roosrvetr, But they are tailored to the problem of the increase 
of the worker, and I think that you will find that they have been made 
by the Department. I would like to have you give me what they are. 

Mr. Larson. I will certainly give you what we have; yes. 

Mr. Roosevevr. Thank you. 

Mr. Tuomrson. What 1 am getting at, Mr. Secretary, is this: I do 
not mean to argue with you, but in determining the precise amount in 
terms of cents of increase, you have a package here and obviously vou 
like it and it ends up at 90 cents, 

Now, you have arrived at that by a specific consideration of the 
cost of living. You have taken into consideration increased produc- 
tivity, and have you also taken into consideration general wage 
increases ? 

Mr. Larson. In the same way; yes, sir, 

Mr. Txomrvson, As a factor? 

Mr. Larson. Yes, sir. 

Mr. THompson. But you do not have confidence enough in the fig- 
ures, the statistics available to say X number of cents should be added 
to the minimum wage because of the increase in the general wage or 
in productivity, do you? 

Mr. Larson. I do not think that you could do that because there is 
nothing in the act to tell you that the minimum wage must rise the 
same as the prevailing or average wage, or even in any particular rela- 
tion to it. That is not part of the structure or the philosophy of the 
act, and we would not have any guide to know how much to weigh in 
the factor of general wage increase, even if we tried. 

Mr. Tompson. But you did use it as one of your factors? 

Mr. Larson. I think it is part of the general background indicating 
the need for an overall increase. 

Mr. THompson. Actually, then, beyond your cost-of-living consid- 
eration, your other factors are general, and relatively unscientific 
things; are they not? 

Mr. Larson. That is right. They are background, and as I indi- 
cated before, the real consideration in getting down to the final figure 
that you think best for this combination of purposes, is this question 
of how much can be absorbed without curtailing employment and 
earning power. 

Mr. Tompson. These factors being in existence, but not being 
scientific, can there be valid argument with someone who My oe the 


same factors but differently than you, and arrives at $1, or $1.10, or 
$1.259 
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Mr. Larson, I think the argument would develop not on those fac- 
tors, but on the factor I mentioned which is the principal limiting 
factor. That is, the effect on employment. 

Mr. Tuompson. What in your opinion would be the effect on em- 
ployment of $1? I know you have given us a figure for workers jn 
the South, or by sections, and you are going to give us other factors, 
but do you think the economy could not absorb an increase to $1 with- 
out adverse impact ? 

Mr. Larson. As I stated in my statement, we believe that there 
would be serious possibility of adverse effects if you go beyond the 
figure stated. 

Mr. THomrson. Tama bit ataloss. I recognize your argument and 
its validity. I feel, however, that your application of other factors 
besides the cost of living has in a sense been used by you to rationalize 
at 90 cents. I feel that it would be just as scientific and the results 
might be precisely the same if it were a higher figure. 

Mr. Larson. Well, I think we might make it this way: The cost 
of living is obviously the most solid of all of these when you consider 
the purpose of the minimum wage. If you are trying to take care 
of the health and well-being and so on, of the working people, you know 
there has been a specific increase in the cost of living. At least you 
know that that much you ought to take care of. 

Now when you go beyond that into general productivity, and gen- 
eral wage increases and general economic prosperity, and growth of 
the country—those things are all helpful as background but there is 
no way to make a mathematical formula and weigh those things in 
and come up with so many cents. 

Mr. Tompson. By the same token, is it not so that there is no way 
to use those as limiting by expressing a general fear that an application 
of them might have an adverse effect when you do not know precisely 
what effect that would be? 

Mr. Larson. That is true. There is no mathematical precision in 
this kind of calculation. It is just the best judgment. 

Mr. Tuompson. That makes me feel a lot better about being for 
$1.25. 

Mr. Larson. It is our best judgment on where the best place is to 
put this figure and get this combination I have been describing. 

Mr. Tuompson. I would like to say, Mr. Secretary, that I am de- 
lighted to see that you have and I am not going to get into the 
question of coverage under the ground rules except to say that I am 
delighted that you have included the retail workers because Mr. Roose- 
velt and myself and several others put in a bill only yesterday to cover 
them. That is to cover them specifically, and I think that here we 
used almost the same figures. You are right, because you agree with 
us. Thank you very much. 

Mrs. Green. I might add my name also, to the list of people who 
put in a bill to cover retail workers, and I think it is very necessary. 

There is one question, Mr. Larson. On page 6 you stated that it is 
coming closer to the goal of eliminating the substandard working cov- 
ditions and I think that that would reflect the unanimous opinion of 
the committee, that that is the goal of this kind of legislation. And 
yet I am concerned about how near we come to reaching that goal in 
the discussion this morning, and in all of the testimony. It seems to 
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be that we have referred to that dollar sign so much and have not 
even taken into consideration the humanitarian standpoint. Your 
recommendation of 90 cents an hour on a 40-hour week, and a 2,000- 
hour year would amount to $1,800. And yet by the standards which 
are provided by the Bureau of Labor to provide minimum adequate 
maintenance and protection of health, for example—lI think these are 
all Bureau of Labor statistics-—we find that in Georgia, for an average 
family, which I take it is 4 people, husband and wife and 2 children, 
io Maintain these minimum standards requires an income of $4,315. 

How can you justify saying that this is a goal and we are approach- 
ing the goal of eliminating substandards, and yet we do not half way 
approach it ? 

Mr. Larson. It is of course very difficult to draw a comparison 
between this real minimum wage, and these various budgets that have 
been made up by various people. Some have been made up by private 
organizations, and some by the Federal Government. They were not 
made up of course with an eye to this problem, Although they might 
be called minimum budgets, I think that you will find when you exam- 
ine them, that actually some of them, the ones I have seen at any rate, 
are far beyond even the average earnings of the very well-paid Ameri- 
can worker, So it is a very difficult comparison to draw. 

Mrs. Green. [ take it that you do not accept these, even though they 
are Bureau of Labor statistics figures. 

Mr. Larson. I accept them, but I think that they are using the term 
“minimum budget” in an entirely different sense than the minimum 
wage concept. 

Mrs. Green. Do you have any figures that you could give this com- 
mittee as to what you would consider a minimum budget for the aver- 
age family of four to maintain the very standards that your Depart- 
ment sets up? 

Mr. Larson. Well that would be a very difficult and rather sub- 
jective judgment. I doubt very much whether it would help much in 
this kind of calculation. The overriding consideration here is that 
although we would like very much to see everybody move further and 
further and further Sowded thats standards that you could work out 
if you started adding wp the grocery bill and the rent and the decent 
clothes and so on, that practically what you have to do is to move as 
far as you can without putting people out of work because of imposing 
a minimum wage that industry cannot absorb. 

Mrs. Green. Do you feel that $1,800 is an adequate budget for a 
family of 4 to meet the minimum requirements ¢ 

Mr. Larson. As I have indicated before, I cannot pass on adequacy 
in that sense, in the abstract. We think it is bringing it up to the 
best possible point that we can without the countervailing harm of 
putting people out of work, in which case, if they lose their jobs they 
are even worse off. 

Mrs. Grepn. Are those fears not exaggerated, though, about the 
number of industries that are going out of existence? Is it not the 
same bugaboo that we heard in 1938 and we heard in 1949 that if we 
raise the minimum wage that it will do that? 

Mr. Larson. Let us get this clear. There were fears expressed in 
1949 that there would be difficulties if you went up to 75 cents. But we 
did go to 75 cents. Now, we are not saying that nothing should be 
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done, which is what the people were saying who were raising the fears 
in 1949. No; we are sying that it should be done and we are giving you 
an affirmative positive program and we are proposing relatively the 
same degree of increase as the people were proposing in 1945 and 
which was successfully accomplished. We are defying the fears of 
those who say that 15 cents, and another 1,300,000 people with wage 
increases will create problems and dislocations. We are saying we do 
no worry about that, we can absorb it, and we are taking the position in 
short that people took in 1949 who said “You need have no such fears 
and we can do this and we can absorb it.” 

Mrs. Green. But the present administration is saying if you go over 
90 cents, then you are going to eliminate these industries, and you are 
raising those very fears that if you go above this 90-cent figure which 
you admit is not based on any scientific formula, that industry would 
not be able to absorb it, is that not right? 

Mr. Larson. Well, we are saying that this is as far as we are confi- 
dent. we can go on the strength of our experience. We know we do not 
have to worry about fears about too much dislocation up to this point 
because we have facts and experience to go this far. Beyond that we 
say we think there is danger of dislocation on that score. 

Mrs, Green. But as the gentleman from New Jersey pointed out, 
your cost:of living would raise it to 85 or 86 cents, and then you allow 
only 4 cents for all of these other factors, which is not a scientific 
formula, is it ? 

Mr. Larson. No; it certainly is not. Not at that point. The limit- 
ing factor is however, not in itself unscientific, because it is based 
on experience, which is the amount of absorption that is possible based 
on the experience under the earlier increase. 

Mrs. Green. Is my memory right, that there are 414 million fam- 
ilies in the United States that have an income of less than $1,000? 

Mr. Larson. I could not confirm that offhand. I have heard of fig- 
ures something like that somewhere, but I do not know. 

Mrs. Green. Do you not feel that we are moving very very slowly 
toward this goal of removing substandard living conditions, by only 
recommending at this time 90 cents? 

Mr. Larson. I think that we have to recommend this, that as I indi- 
cated before there are thirteen and a half million workers that are 
simply not within the province of the Federal Congress to deal with at 
all in this area. How many of these very low income people are in 
that group and how many might be at least within the potential 
power of Congress to help, I do not know. 

Mrs. Green. Would you not agree, though, that if the standards are 
raised by the Federal Government, in those fields in which we are able 
to legislate, that it would have the tendency to raise the standards in 
those fields within the State which we cannot regulate. 

Mr. Larson. I think that there will be some tendency to that effect, 
but I cannot say how direct or how immediate it would be. ‘ 

Mrs. GREEN. Now, you recommend a package deal. Are you saying 
that you would not recommend a raise in the minimum wage without 
extended coverage? 

Mr. Larson. As I said at the beginning, I did not come here to be 
against anything. I came to be for something, which is the com- 
bination, the package that I—— 








AMENDMENT TO INCREASE THE MINIMUM WAGE 125 


Mrs. Green. My I reword my question? Then you are not opposed 
to this session of Congress raising the minimum wage without ex- 
tended coverage, at this time? 

Mr. Larson. I am not casting my testimony in terms of opposition. 
Let me put it this way. I am casting it in terms of an affirmative posi- 
tive constructive set of proposals which we would very much like to 
see. 

Mr. ZeLenxko. You are against certain things, in other words, but 
you would not say so; is that the administration’s stand, sir? 

Chairman Barpen. I think the gentleman has made himself very 
clear. 

Mr. Roosrverr. Not in relation to your 

Mr. Larson. I would like to say for the record that I do not agree 
with that, observation. 

Mr. ZeLENKO. We will explore it when my turn comes. 

Mr. Rooseverr. Not in relation to your testimony, but so that we 
can pinpoint it. Speaking for the Department, do you feel that to 
just raise the amount without the coverage would be something that 
the Department would disapprove of ? 

Mr. Larson. As I said, 1 am not here to disapprove. What I ap- 
prove I have stated, and this is the administration’s program, and 
this is its proposals, and this we approve. 

Mr. Roosrveur. Mr. Secretary, would you say then that you have 
not studied such a proposal yet, and you will give an answer later to it 
after you have studied it? 

Mr. Larson. By “such a proposal” you mean what ? 

Mr. Rooseverr. That the Congress is considering, or this com- 
mittee is considering, the raising of the amount of the minimum wage, 
but not changing the coverage at the present time. ’ 

Mrs. Green. Mr. Chairman, I am unable to follow this question and 
answer. 

Chairman Barpen. Let us see now, the record is being written, and 
one asks a question, and the gentleman does not have a chance to 
answer, so let us let him answer the question. 

Mrs. Green. I yield to Mr. Roosevelt. 

Mr. Larson. I think perhaps I could say this once and for all, so 
that we do not have to rephrase it too many different ways. I started 
out by saying that I want to propose a set of affirmative actions. That 
is, things that we can be for, and that we think is the best combina- 
tion for the low-income people. I said at the outset that I did not 
come up here to be against things. It seems to me that my function 
here—I am a little inexperienced at this—but I would think that my 
function here as representing the executive branch is to perform this 
traditional function which the executive does, to come forward with 
a program, with suggested legislation, and then support it and defend 
it. But I do not think that I should be expected to take isolated or 
variéd combinations of these variables and say I am against this, or 
opposed to that or for this other combination. I think that the most 
I = do is to say that this is what we are for, and we would very 
much—— 

Mr. Roosrverr. You knew before you came to this committee that 
this committee was not considering the package deal at all, that they 
were only considering the amount of the increase, and therefore if you 
came before this committee I must presume that you came before it to 
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testify on the subject at hand, and not on some other subject that you 
wanted to bring before the committee. We asked you to come. 

Chairman Barpen. Let the chairman just say this, that the gentle- 
man was invited before this committee to present the administration’s 
point of view considering the pending legislaton. 

Mr. Roosrve.r. The pending legislation? 

Chairman Barpen. That is the raising of the minimum wage and 
the date of its effectiveness. I am not objecting to the gentleman 
saying anything he wants to, but I would like for him to have the 
feeling that the committee did not call him in here to testify on one 
matter and then demand on the spot that he go afield from that, 

Mr. Roosrvetr. I do not have the floor, but I think, Mr. Chair- 
man, what I am trying to say is that the committee asked him here 
to testify on the pending legislation. The pending legislation is a 
change in the minimum-wage law in relation to the amount and not 
the coverage. Is that correct, sir? 

Chairman Barpen. That is right. 

Mr. Roosrveur. Therefore, Mr. Secretary, if that is correct, I ask 
your opinion on the pending legislation. Do you feel that the Depart- 
ment would support such legislation at the present time ¢ 

Chairman Barpen. What does the gentleman mean by “such legis- 
lation ?” 

Mr. Roosevetr. To raise the minimum-wage amount without includ- 
ing coverage. 

Mr. Larson, Well, I can only answer that I am here to support the 
administration’s proposals, as I have indicated them. I cannot dis- 
entangle the various elements and testify on them separately, in iso- 
lation. 

Mr. Roosevetr. Thank you. 

Mrs. Green. Then you are saying that the administration at the 
present time is not recommending an increase of minimum wage by 
itself? 

Mr. Larson. I did not say that. 

Mrs. Green. I thought those were just the words. Could we have 
those words that he just gave in answer to Mr. Roosevelt’s question? 

(The portion of the record referred to was thereupon read by the 
reporter. ) 

{rs. Green. Then you are saying that the administration cannot 
disentangle them and testify in favor of one by itself, that this is the 
administration’s position ? 

Mr. Larson. I said that I thought my function here this morning 
was to testify in favor of the administration’s proposals and give the 
supporting reasons. 

r. Warnwrieut. A point of order, before Mr. Roosevelt’s ques- 
tioning. The post office bill, as I understand it, is at the present time 
on the floor. All members are interested in that. All members of 
this committee are particularly interested in having an opportunity to 
discuss the problem at hand with this witness. Is there going to be 
opportunity tomorrow or in the future to do that, because if so I would 
like to make a point of order that the House is in session, and that 
probably the chairman has not permission to sit. 

Chairman Barpen. Let me ask you this: Can you return tomorrow, 
please sir? 

Mr. Larson. Yes, sir. 
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Chairman Barpen. That will take care of a part of the problem. 
Now may I say, at this time, that it will be impossible for me to be 
here tomorrow because I will have to appear at an interstate commerce 
hearing in North Carolina concerning a railroad matter. But the 
committee will be in session tomorrow and it will be presided over 
by another member of the committee. 

Since we have discussed the raise of this wage and the income of 
families by general averages, it might be interesting at this point to 
note that, for instance, the State of North Carolina has, I think sta- 
tistics will show, more small farmers than any State in the Union. I 
think that you will likewise find that their income is quite low. But 
going back to the question of raising the minimum wage. I happen 
to be one that since the law is on the books, advocates its raising, and 
raising to a safe point. As far as we can, we can do very little 
guessing beyond that because we are dealing with a national economy 
and not the city of Washington or the city of Detroit, or any particular 
city. 

Now, I think that it might be well for us to remember this little 
history of the wage-hour law. The first law was passed and it was for 
a 25-cents-an-hour minimum. It went up gradually to a 40-cent 
minimum, In 1949 we amended the act and we raised it 35 cents. 
Immediately following that raise, the thing that saved the impact 
was our going directly into war, and the war economy took over and 
completely wiped out any bad effect from an increase in the minimum 
wage because the Federal Government dumped money in until it was 
hidden from that. That was for a 35-cent raise. It took effect 
90 days later. 

All right, I think I skipped a date. In 1939 we passed the act, 
and it ran until 1949. Then it took effect in January and it was 
raised 35 cents, and that was over a period of 12 years. The Korean 
war came in following the 1949 raise, and that stimulated the situation. 

Now, this will be 5 or 6 years since that. Just following that kind 
of reasoning with the war following the first raise in 1939, and the 
war following the second raise in 1949, and now are we justified in 
anticipating that we are going to have another war to absorb any 
excess that we may be adding toit? Or is it safer, if-we never expect to 
remain or get to the point of a normal economy, to raise it to the 
point that we can absorb the increase in the cost of living and taking 
into consideration the economic factors and the possible dislocation 
and unemployment—is it not the safest thing to do to proceed along 
where we can take care of that now and not anticipate another war? 
Do you get my point of view, Mr. Larson ? 

Mr. Larson. Mes, sir. 

Chairman Barven. We have not yet had a raise in the wage-hour 
law that we did not have a war to help absorb the shock. We have 
never tried the sudden raise of any great amount without the aid of 
a war, 

Now, I do not anticipate another war. I do not know just where 
it is safe to stop. I did make the statement the other day that I could 
see somewhere in the neighborhood of 90 cents, and I would be willing 
to go beyond that a little bit, maybe 95 cents or something that I did 
not see. But should we return to a normal, peaceful economy and not 
have approximately 4 million men in uniform, and return say 214 
million of those men back into our economy and into our labor mar- 
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ket—I am wondering with no help of another wartime economy how 
safe it would be to go beyond the point that we can now see. That 
disturbs me. Every witness that has come before the committee I 
have asked how they justified their raise. I have been perfectly con- 
scious of the fact that the increased cost of living was the principal 
factor and if we go much beyond the increased cost of living then 
I have had the feeling that. we will be then setting in motion the very 
machinery that is going to “up” the cost of living and require an imme- 
diate raise following that. en it “ups” the cost of living it will be 
that much more inflation. 

Personally, I have been hopeful that we could take care of the 
inflation up to now, that we could take care of the cost of living up 
to now, and that we could give a slight margin to be sure that we 
were right on that. But I have been a little reluctant to commit 
myself to set in motion the machinery that would produce automati- 
cally and without question, additional inflation. The minute we do 
that we have upset the very thing that I have in mind of doing, and 
that is making the workingman’s dollar buy somewhere near a dol- 
lar’s worth of s. 

I did want that to go in the record right at this point because I am 
satisfied the gentleman will not be on the stand when I get back. 

Now, may I just point this one question to you? Do you think that 
your proposal takes care of the increased cost of living, or putting it 
a atte more broadly, the inflation since the last raise of the minimum 
wage! 

Mr. Larson. Yes. 

Chairman Barpen. Now, did you have in mind a shaping over of 
the economy, and stopping inflation by stopping near the point of 
absorption of the inflation up to date? 

Mr. Larson. I do not think that I understand that question. 

Chairman Barven. Well now, we will term “the cost of living” in- 
flation, which I think is almost synonymous, and there are other ele- 
ments involved. You have taken care of the raises since 1949, the 
raise in the cost of living? 

Mr. Larson. Yes. 

Chairman Barpen. Well now, if we go beyond that are we not going 
to set in motion another bit of inflation that we will have to deal with 
perhaps a year or so from now? 

Mr. Larson. I think that that is one of the things that you have 
to keep in mind, as one of the factors involved in this whole question. 
We think that we have hit upon a figure which will not have that 
effect. I think also, however, that while we hope and trust that the 
stabilization of the cost of living that we are now enjoying will con- 
tinue, it does not of course follow that the ability of industry to 
absorb and pay higher wages will not continue to increase as it has 
in the past. 

Chairman Barpen. That is a normal economic process? 

Mr. Larson. Yes, it is. 

Chairman Barpen. This other could easily become an abnormal 
process, when you fix by law these increases that are going to be a 
vertical rise in many areas. Is that not correct? 

Mr. Larson. You mean if you produce inflation by excessive wage 
pressures ? 
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Chairman Barpren. Excessive cost of ne ag of things, which 
is directly acreditable to the increase of the wages. 

Mr. Rooseve.t. You would however agree that the increased pro- 
ductivity would allow perhaps without increasing inflation’ 

Chairman Barpven. If you let either one control, you run yourself 
into just as thick a swarm. You could very easily produce to the 
point that you would just virtually ruin your market. 

Mr. Roosevett. That is what the economy takes care of. 

Chairman Barpen. You are faced on the one side with the possi- 
bility of overproduction and you are faced on the other side with cut- 
ting down in some areas of production and centering it and increasing 
it in others. 

Mr. Roosrvetr. Mr. Chairman, you would not say that we had 
reached the limit of our ability to absorb the productivity of our 
country, would you ? 

Chairman Barpen. Certainly we have not reached it, and I hope 
we never will, so far as that is concerned. 

What I am trying to say is that it does not do any good to provide 
a remedy that is of tremendous benefit to the large cities in this 
country, and then proceed on the theory that it is good for everybody. 

Mr. ZeLENKO. May I just ask the witness to clarify his answer to 
you in one respect, when you asked whether his proposal would alle- 
viate these conditions, or perhaps stabilize the economy? Does he 
mean his proposal with the figure of 90 cents alone, or the whole pack- 
age proposal? That is what I want to get from his answer. 

Chairman Barpen. Well, since I was doing most of the talking, 
then, I will give you the idea of mine or the idea of my question. 

It was when he arrived at that part of his package of 90 cents, if 
they had in mind the principal thing of the economic situation and 
taking care of existing inflation that has built up since the 1949 in- 
crease. If you recall, I said that it had been 12 years. Now, prior 
to that it was 39, to January of 1950, I believe it was. Now, through 
that area there was a raise of 35 cents. If we go to 25 or 50 cents 
now, at the rate we have been going in the past 5 or 6 years, we are 
traveling in my opinion in a dangerous direction, much more rapid 
than we ever have before. 

Mr. Zetenxo. I understand your argument, your statement, Mr. 
Chairman, but the witness said, and you asked him whether his pro- 
posal encompassed all of those factors, and I want to know, when he 
uses the answer to you of his proposal, he means the proposal just as to 
the raise in figure or the whole package, because your question was 
dealing or dealt merely with raises from 40 to 75 cents, and now to 
90 cents. 

Chairman Barpen. What I had in mind was the proposed 90 cents, 
and if in arriving at that particular part of the proposal, had they 
taken into consideration principally the cost of living and what we 
term as inflation since the last raise of the minimum wage. My series 
of questions were not such as to break him loose from his very defi- 
nitely stated, and many times stated “package.” I was not digging 
in at that corner, I was after the other. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 


(Whereupon the committee adjourned at 12 :30 p. m.) 
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WEDNESDAY, JUNE 8, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpucaTion anp Lasor, 
Washington, D.C. 


The committee met at 10:15 a. m., pursuant to recess, in room 429, 
House Office Building, Hon. Augustine B. Kelley presiding. 

Present : Representatives Kelley (presiding), Bailey, Perkins, Wier, 
Elliott, Landrum, Green, Roosevelt, McDowell, Thompson, McCon- 
nell, Gwinn, Bosch, Holt, Wainright, Frelinghuysen, and Coon. 

Present also: Fred G. Hussey chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; and Russell C. Der- 
rickson, chief investigator. 

Mr. Ketter. The committee will please be in order. 


STATEMENT OF HON. ARTHUR LARSON, UNDER SECRETARY OF 
LABOR, DEPARTMENT OF LABOR, ACCOMPANIED BY STUART 
ROTHMAN, HARRY WEISS, ASSISTANT ADMINISTRATOR, WAGE 
AND HOUR DIVISION; AND ARYNESS J. WICKENS, ACTING COM- 
MISSIONER OF LABOR STATISTICS—Resumed 


Mr. Ketrry. I believe yesterday we did not conclude with the ques- 
tion of Mr. Larson. How far did we get ? 

Mr. Roosevetr. I think I was about to question the witness. 

Mr. Ketrey. The Chair will recognize Mr. Roosevelt, but first, Mr. 
Larson, is there something you wish to present ? 

Mr. Larson. There are 1 or 2 preliminary things I wish to say. 

First of all, in view of the fact that I am back this morning and 
have covered a good deal and will cover a good deal of what is in Mr. 
Rothman’s prepared testimony, I wanted to suggest that I might just 
finish out the presentation without the necessity of calling on Mr. 
Rothman separately. He will be here with me, as well as other people 
from the Department. 

Mr. Kettxy. Do you wish to ask permission to have Mr. Rothman’s 
testimony inserted in the record ? 

Mr. Larson. That is correct. 

Mr. Ketter. Without objection, that is so ordered. 

(The prepared statement of Stuart Rothman, Solicitor of the De- 
partment of Labor, follows :) 


STATEMENT oF Stuart RornHMan, Soricrror, DEPARTMENT OF LABOR, ON 
AMENDMENT OF THE Farr Lazsor STanparps Act 


Mr. Chairman and members of the committee, I am glad to have this op- 
portunity to appear before you. I am submitting this statement on the amount 


of the increase in the minimum wage as Acting Wage and Hour and Public 
Contracts Administrator. 
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An increase in the minimum wage set by the Fair Labor Standards Act is now 
needed. As a step to carry out the legislative purpose of eliminating as rapidly 
as practicable, substandard labor conditions throughout the Nation, an amend- 
ment to the act which would increase the minimum wage rate for workers now 
protected by the law from 75 cents an hour to 90 cents an hour is proposed and 
justified, 

A minimum wage law is intended to insure maintenance of the minimum stand- 
ard of living necessary for the health,-efficiency, and general well-being of the 
workers. It recognizes that wages below the minimum are contrary to the 
common interest. These principles are among the specific objectives of the 
Fair Labor Standards Act. If these sound principles are to be effective in a 
changing economy, a continuing review and effort to improve the law are 
necessary. 

This administration favors a reversal of the process of providing a higher 
minimum wage for fewer workers and believes that the Congress should give 
its consideration to proposals for bringing substantial numbers of workers now 
excluded from the protection of a minimum wage, under its coverage. President 
Eisenhower emphasized this at his press conference on April 27, 1955. To further 
this objective consideration should be given to the extension of minimum-wage 
protection in line with the purposes of the act to many more workers who are 
in need of it and to groups of employees whose inclusion under the minimum 
wage would remove existing inequities in the act’s coverage and exemptions. 


CORRELATION BETWEEN THE MINIMUM-WAGE LEVEL AND COVERAGE 


In reviewing the minimum wage under the act, it is important to keep in 
mind the clear correlation between its level and its coverage. The act’s minimum 
wage is not a prevailing wage and is not a substitute for a collectively bargained 
rate. If this floor is raised so high that the industries employing the low-paid 
workers canont absorb the increase it can only result in pressures to remove more 
of these industries from the act’s provisions. This is graphically illustrated by 
what happened in 1949. In order to reach the minimum wage of 75 cents 
Congress adopted the expedient of lopping off the act’s protection for many 
workers who were most in need of it. This expedient of restricting coverage in 
order to obtain a higher althongh less meaningful minimum wage should not 
be utilized again. If the law’s objective to raise living standards is to be 
carried out, its floor under wages must apply to more, rather than to fewer, 
American workers. And the level must not be set so high as to require either 
the exemption or the curtailment of employment of the very workers who are most 
in need of this protection. 


HOW MUCH OF AN INCREASE 


The maximum increase in the minimum wage that can be undertaken depends 
on the impact the increase would have on low-wage segments of industry where 
it must be paid. If the increase is too large to be absorbed without disruptive 
changes, the results are either unemployment in the affected firms or price in- 
creases. If the market will not take price increases, the low-paid workers whose 
jobs are at stake lose instead of gaining. If prices rise and the wage increase 
is paid through inflation the real cost is borne by low-paid workers outside the 
scope of Federal regulation and by pensioners and others in similar status. 

Budget studies purporting to show what a minimum budget ought to be, 
changes in average wages for all manufacturing combined, and estimates of 
the trend in productivity for the whole economy are useful as backround infor- 
mation and serve to suggest the need for reviewing the minimum wage. They 
do not offer an arithmetical formula for answering the question of how. much 
it can be raised. 

BUDGET STUDIES 


Various types of budgets have been referred to in the discussion of the mini- 
mum wage. Budgets developed in connection with the operation of State mini- 
mum-wage laws bear no direct or uniform relationship to the rates established 
through wage boards with labor and management representatives thoroughly 
acquainted with the industrial facts involved. Since the sharp rise in the cost 
of living following the outbreak of war in Korea, several highly industrialized 
States with high wage levels have prepared such budgets and have then set 
minimum wages for retailing at about half to roughly three-fourths of the 
hourly equivalent of the minimum budget. Retailing is mentioned because 
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it represents the great majority of the 3.7 million workers who are under State 
minimum wages and not under the Federal minimum. States often set different 
minimums in the same industry according to the size of the city. The State mini- 
mum budgets differ widely from each other, and from the minimum wage rates 
in the respective States. The budgets are theoretical models with differences 
in composition reflecting the personal judgments of those who prepare them, and 
perhaps differences in the cost of living in different States. The rates are 
determined on other grounds, with emphasis on economic realities. 

The so-called emergency budget for a city worker with three dependents, 
prepared by the. WPA in 1935, has also been used in discussions of the Federal 
minimum wage. Households with 1 wage earner and 3 dependents are a small 
minority of all householders. This budget was priced at $1,800 in 1949, with 
some interested parties using a higher figure. The Congress set the minimum 
at 75 cents. The $1,800 budget adjusted for general price changes would be 
roughly $2,000 now. The use of this budget is merely a crude and awkward 
way of expressing changes in the cost of living. 

Changes in the cost of living are best represented in the Consumers Price 
Index of the Bureau of Labor Statistics. Since 1950 the cost of living has 
risen at about the same rate for low-income families as the general index, and 
perhaps by a lesser proportion. The rise in the Consumers Price Index points 
to the desirability of making a corresponding adjustment in the minimum wage, 
but does not show that it can be done without causing substantial adverse 
effects on the low-paid workers involved. That judgment must rest on other 
grounds. 

One other type of budget has been referred to in the current hearing. That 
is the city workers’ family budget, which the BLS used to prepare some years 
ago and which was never intended as a minimum budget. Some witnesses esti- 
mated this budget at about $4,500 in current prices, or $2.25 an hour. No one 
would seriously suggest that the Federal minimum wage be raised from 75 cents 
to $2.25 an hour. This is higher than the wage of the great bulk of American 
workers. The bulk of American workers are not paid substandard wages by any 
reasonable criterian. In the latter half of 1951, when most of the price rise 
of the Korean war inflation had already taken place in this country, the 75- 
cent minimum had more buying power than the average wages in Germany, 
Netherlands, Austria, and Italy. The city workers’ family budget has no 
direct bearing on the question of revising the minimum wage. 

To avoid any possible misunderstanding, it should be noted that the reference 
made above to the 1949 pricing of the WPA budget refers to an estimate made by 
adjusting for changes shown in consumer price indexes. 


GENERAL ECONOMIC SERIES 


Changes in national income, aggregates of corporate profits, average wages for 
all manufacturing, and estimated trends in productivity have all been referred 
to in discussions of the minimum wage. These measures are useful in presenting 
the setting in which the question of the adjustment of the minimum is to be 
answered. They provide no formula for making the adjustments. 

National income and profits are not a common fund on which low-wage 
firms operating on narrow margins can draw to meet a higher minimum wage. 
Increases in average wages in all manufacturing show what has happened 
under existing market forces and organizational arrangements. This average 
may also have a bearing in considering what is desirable. It does not offer 
a direct measure of what can be done with the minimum wage in the setting 
of the forces, economic and other, that have made the present spread in the 
wage structure, 

Nor does the trend in productivity show what is feasible in adjusting the 
Federal minimum. The long-term trend of about 3 percent in all manufac- 
turing and a little over 2 percent for the whole economy covers wide variations 
in the indicated short-term changes in productivity. In a given year there are 
marked differences in productivity between one industry and another and 
within an industry. It is not useful to examine here whether one measure 
of productivity or method of computation yields a slightly different and slightly 
better index or trend of overall productivity, since these measures are so far 
removed from the immediate problem. The overall average of productivity 
is raised whenever an improvement is introduced in an industry, a segment 
of an industry, or a particular plant. The improvement may not be applicable 
in other industries; it may not be applicable in other branches of the same 
industry or in other plants. 
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The problem of the minimum wage is a problem of low-wage segments of 
industry and low-wage plants. To some extent it is expected that improve- 
ments in these industry segments and plants in management and organization, 
tools and equipment, and skills of the work force will offset increases in wage 
cost resulting from an increase in the minimum wage. But no suitable data 
are available for measuring productivity in the affected industries and firms. 
It is obvious, and is mentioned here only for emphasis, that the gains from 
increased productivity in a steel mill or in an electronics plant are not avail- 
able to pay higher wages in a sawmill or a shirt factory. It is the sawmill 
and the shirt factory that must be studied to see what level of minimum wage 
is feasible. 

Again, to avoid any possible misunderstanding, it should be noted that the 
reference made above to the unavailability of suitable productivity data refers 
to the industry segments and firms affected substantially by the proposed increase 
in the minimum wage. 


CHARACTERISTICS OF SUBSTANTIALLY AFFECTED INDUSTRIES 


The low-wage industries and segments of industries most significantly affected 
by any increase in the minimum wage are generally highly competitive and 
tend to operate on small profit margins or at the break-even point. A cost 
increase imposed by a change in the law must be considered in terms of the 
operating margins of the affected segments and in terms of their competition 
in the market place. Sawmills compete in the sale of lumber, not of houses, 
and they compete with other sawmills. A factory making work pants does not 
sell over the retail counter. It competes with another pants factory in selling 
to expert buyers, and a difference of a few cents quoted at the factory can 
make or lose a sale. The extent to which the burden of a minimum-wage 
increase can be absorbed in the affected segments depends on a number of 
factors of internal plant operation, and the extent to which the burden can be 
shifted in the form of higher prices depends on the market position of the 
affected firms and industry segments. In a number of instances where a higher 
rate would have substantial effects the affected areas are segments of indus- 
tries with a wide difference in wage structure. Some parts of the same industry 
would, therefore, have no added cost burden. In such a situation it would be 
particularly difficult, barring general inflationary trends, for the affected seg- 
ments to raise their prices and maintain their market position at the higher 
price level. 

BASIC INFORMATION FOR ANALYSIS OF THE PROBLEM 


The minimum wage went into effect on October 24, 1938. Administration of 
the law was just getting established when war broke out in Europe and the 
economic situation changed sharply. Then came the entry of this country into 
the war. Little was possible then in studying the effects of the minimum wage, 
and evidence of its effects was lost in the war and postwar inflation. When the 
minimum was raised to 75 cents the Department of Labor undertook a program 
of studies of its effects. The new minimum wage went into effect January 25, 
1950. Some low-wage industries were surveyed in March 1950, and one other 
in April-May. The Korean war stopped the research program. The effects of 
the minimum wage could not be traced on account of the much greater economic 
changes caused by the war. The abandoned work included proposed resurveys 
1 year later to see the longer run adjustments and indirect effects; surveys in 
a number of communities to see the effect of the minimum on noncovered employ- 
ment as an indirect effect; case studies of 100 substantially affected plants and 
of several hundred workers laid off, with followup studies to see what happened 
later to these plants and the workers. 

The surveys completed in a few low-wage industries showed that the imme- 
diate result was substantial adjustment of wages to meet the new minimum wage. 
These surveys are the best measure of the short-run effect in low-wage employ- 
ment generally. They are of central importance in appraising what can be 
done now. 

The surveys provide a measure of impact on wages in terms of the proportion 
of employees in these industry segments that had to be paid higher wages to 
bring them up to 75 cents, and the proportion by which the total wage bill in 
these segments had to be increased to come up exactly to the minimum. This 
cost burden must be appraised in terms of the economic conditions of the affected 
industry segments, 
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NINETY CENTS AN HOUR 


The wage surveys provide the best guide. It is true that they are limited in 
number and that there are qualifications needed in their evaluation. The broad- 
est of the qualifications may be stated briefly, 

The increase was introduced and the surveys taken immediately afterward in 
a period relatively favorable to adjustment, The surveys show only very short- 
run effects, and the long-run full adjustment was taken completely out of the 
sphere of minimum-wage effects by the Korean war inflation. Nevertheless, the 
information that was secured is the best,that has ever been available, and it 
provides the best factual base that public policymakers have ever had before 
them on review of the Federal minimum,wage. In addition there.are recent 
surveys of the same industries for use in appraising proposals to inerease the 
minimum. While these surveys.are not identical.in timing with respect to the 
introduction of the 75-cent rate in 1950 and the current proposal for an increase, 
they are sufficiently close in this respect also to provide comparable information. 

When the Congress voted the 75-cent rate it was deemed necessary to exclude 
substantial numbers of low-pajd workers from the minimum wage who had pre- 
viously been covered by it, presumably in order to avoid seriously adverse effects 
on their employment and earnings. It may be noted also that the imposition of 
the 75-cent rate led to. an enormous increase in the demand for learner certificates 
permitted rates below the minimum, to prevent.curtailment of employment. This 
pressure disappeared with the onset. of the Korean war inflation. Seme difficul- 
ties in adjusting to the new minimum were found in a number of instances. In 
the Louisiana cane sugar industry some layoffs in the 1950 season, which starts 
in the fall of the year, were attributed to the 75-cent minimum despite the sharp 
rise in sugar prices in the summer of 1950... The fact that in southern sawmills 
there is still a marked bunching of wage earners at or just above the minimum, 
and that a similar tendency appears in some other low-wage industries, 
suggests the difficulty of the adjustment to the 75-cent rate. In the absence of 
extraordinarily favoring circumstances for an increase in the minimum wage, 
the impact measured in March 1950 sets the upper limit for sound recommenda- 
tion and decision, 

The basic measures of impact are the proportion of employees below a proposed 
rate and the percentage increase in labor cost, that is, in the wage bill of the 
affected firms, required to bring these employees up to that rate. Other judg- 
ments must start. with these measures as the initial and basic facts. 

The 75-cent rate affected directly 69 percent of the employees in Southern saw- 
mills, and required a @irect wage bill increase of 14 percent. A 90-cent rate 
would require increases to 74 percent of the employees and a wage bill increase 
of 9 percent. In men’s seamless hosiery 75 cents required increases for 24 per- 
cent of the employees and a 3 percent increase in wage bill. A 90-cent rate would 
require raises for 30 percent of the employees and a 3 percent direct. increase in 
the wage bill. In men’s dress shirts and nightwear the 75-cent rate required 
increases for 37 percent of the employees, 5. percent. in the wage bill; 90 cents 
would raise 33 percent of the employees, with a 3 percent direct wage bill 
increase. Data available from a 1949. survey of the work clothing industry indi- 
cate that the 75-cent rate would have required a direct increase to 52 percent of 
the employees with a 9 percent increase in, wage bill. A recent survey in the 
work clothing industry shows that a 90-cent rate, would affect directly about the 
same proportion of employees (41 pereent) and raise the wage bill 5 percent. 

The above material relates only to direct effects, that is, to wage increases for 
individual employees receiving less than the legal minimum, whose pay was 
required by law to be raised to an amount equal to the minimum. There may be 
many indirect effects, but their nature has never been analyzed or their magni- 
tude measured, . The historical accident of war inflation following the initiation 
of the minimum wage and again following the increase in the minimum made it 
impossible to expore this subject. Some observations from the surveys of early 
1950 may be noted, as suggesting lines of inguiry,in such an analysis. Seattered 
observations of wages of exempt logging employees in the southern sawmilling 
industry employed by sawmills, which are subject to the minimum wage, suggests 
a tendency for an increase in the wage rate of such exempt employees when their 
tg has to increase the wages of his covered employees because of a change 
in the law. , 

A somewhat different. clue on indirect. effect may be mentioned with respect 
o the fertilizer industry. The amendments of 1949, which exempted logging 
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operations with 12 or less employees from the minimum wage, also excluded 
fertilizer plants doing only intrastate business. Some of these plants were 
included in the survey, and indicated significant increases in wages following 
the imposition of the 75-cent rate. While the wage increases noted may have 
been due to the generally favorable conditions for wage increases in the early 
months of 1950, they may be due in part to influences on wages in exempt 
plants in an industry generally or substantially subject to the minimum and 
affected by the increase in it. 

Perhaps a third type of clue on the question of indirect effects is contained 
in figures from the surveys made in March 1950. The direct wage-bill increase 
required in the southern sawmill industry was 14 percent, and the actual in- 
crease shown in the Mareh survey was 16 percent. The direct wage-bill increase 
in men’s dress shirts required by the new rate was 5 percent, and the survey 
showed an increase of 8 percent. The survey in men’s seamless hosiery covered 
three areas. The direct wage-bill increase required was 6 percent in the 
Hickory-Statesville area of North Carolina, and the increase found in the 
survey was 8 percent. The direct increase required in Reading, Pa., was 3 
percent and the survey showed 7 percent. For Winston-Salem-High Point the 
required direct wage-bill increase was 1 percent, and the actual increase found 
was 8 percent. In sawmills the additional wage change was one-seventh 
of that required, in dress shirts it was three-fifths as large as the required 
change, in Hickory-Statesville one-third as large as the direct wage-bill in- 
crease, in Reading one and one-third times as large, and in Winston-Salem- 
High Point twice as large as the direct increase required by the new minimum 
wage. This might suggest an hypothesis that where the direct wage-bill in- 
crease required by the law is extremely great the immediate effect is to com- 
press differentials, and that the relative size of the indirect wage-bill increase 
may be progressively greater as the direct impact decreases for any area in 
which the direct wage bill increase itself represents a significant cost impact. 

It must be pointed out emphatically that there are merely a few fragments 
that appear to suggest clues in analysis of the problem of indirect effects. 
The problem itself must be studied in terms of internal adjustments in plants, 
segments of industries and industry, and of the labor areas on which they 
draw and the markets in which they sell. Effective generalization on the di- 
rection taken by indirect effects of the minimum wage increase and their magni- 
tude would require full-scale study during a sufficiently long period for analysis 
under conditions when no overwhelming extraneous forces such as a war infla- 
tion obscure the evidence. No such generalizations can be inferred from infor- 
mation now available on indirect effects. 

The data on direct effects constitute the basic information available for analysis 
of the upper limit of an increase in the minimum wage. 

In terms of the present economic situation as compared with January—Marc) 
1950, the indicated direct wage impact of 90 cents is of equal magnitude to that 
of 75 cents in 1950. 

The comparison of these indications for the 90-cent rate with estimates of 
impact of a rate of $1 shows the striking increase in impact at the higher figure. 
In southern sawmills the directly affected employees would be 84 percent 
instead of 74 percent; in men’s seamless hosiery 46 percent instead of 30 per- 
cent; in men’s dressshirts and nightwear 46 percent instead of 33 percent. In 
work clothing the figure would be 67 percent instead of 51 percent. \ 

A rate of $1 would have a direct wage-bill impact 100 percent greater than 
would 90 cents. In southern sawmills the direct increase in wage bill would 
be 18 percent instead of 9 percent; in men’s dressshirts and nightwear 7 
pereent instead of 3 percent; and in work clothing 11 percent instead of 5 
percent. These comparisons are typical of low-wage segments of industry. A 
few illustrations from data for branches of industry will help to show the 
pattern. In the southern branch of the men’s and boys’ dressshirt industry 
the direct wage-bill increase with a $1 minimum would be 12 percent compared 
with 5 percent at 90 cents ; in work clothing, 14 percent compared with 7 percent ; 
in processed waste, 15 percent compared with 7 percent; in candy and con- 
fectionery, 9 percent compared with 3 percent. 

The southern sawmill industry was the beneficiary of a 10-percent increase in 
the price of southern pine in the 5 months preceding the 75-cent rate, and even 
more fortunately, of the sharp upturn in building construction that came at the 
same time as the new rate. The price of southern pine during the past few 
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months has been stable. Building construction is now at record levels and there 
is increasing public discussion of a possible leveling off in building construction, 
and thus in the demand for lumber. 

Early in 1950 there was an upturn from a temporary recession, under pressure 
of the huge backlog of demand for housing and yoods backed by money disbursed 
in the war and postwar inflation. That is not the case now. The economy is 
sound, but there are no longer the inflationary pressures of 5 years ago, and 
no peculiarly favorable position in consumer reserves. The emphasis is on 
stability and steady, solidly based growth. This gives reason to believe that 
an inerease in the minimum wage with an impact no greater in relation to current 
conditions than that of the 75-cent rate in 1950 can be absorbed without disrup- 
tive effects. The recommended increase to 90 cents would have a direct impact 
of the same magnitude as the 75-cent rate had. Disruptive effect on prices or 
unemployment of low-paid workers is invited by any increase above that figure. 
As stated in earlier testimony there is no experience on which to base the 
expectation that a greater impact could be sustained in these industries without 
causing substantial curtailment of employment or creating unanticipated indirect 
effects. 
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COMPARISON OF THE DIRECT IMPACT OF CHANGES 
OF THE MINIMUM WAGE IN LOW-WAGE INDUSTRIES 


1949 
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Mr. Ketxey. You did not complete your statement yesterday, then, 
did you? 

Mr. Larson. Yes; the formal statement was completed. 

Mr. Kexiey. Do you have a further statement this morning ? 

Mr. Larson. This morning I wish simply to call attention to the 


exhibits which I have submitted, and I would like to offer these for 
the record, exhibits A, B,C, D, B, and G. Exhibit F is missing be- 
cause it is irrelevant to this particular purpose. 

Mr. Keizer. You offer those for the record ¢ 

Mr. Larson. For the record; yes, sir. 

Mr. Keuiey. Without objection, they will be included in the record. 

(Mr. Larson’s testimony continues on p. 328.) 

(The exhibits referred to follow:) 
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ExuHisiT A 


DISTRIBUTION OF WAGE AND SALARY WorkKers AccorpING To Status UNDER THE 
Far LAsor STANDARDS ACT 


Of the total of 44 million wage and salary workers (excluding Government 
employees and executive, administrative, and professional employees) in the 
United States in September 1953, about 24 million or 55 percent are protected 
by the minimum-wage provisions of the act. To evaluate the present scope of the 
act, it is helpful to examine estimates by industry of the number of employees to 
whom the act does or does not apply. 

Even a superficial review of table 1 indicates that almost all of the wage and 
salary workers in the manufacturing and mining group are protected by the act. 
It is similarly evident that little or no protection has been extended to workers 
in retail trade; the agriculture, forestry, and fishery group; and domestic service. 
The remaining major groups fall somewhere between these two extremes. The 
reasons for such partial protection are (1) the theory on which coverage is 
based, and (2) the specific exemptions contained in the act (table 1). 


Taste 1.—Distribution of wage and salary workers protected by Fair Labor 
Standards Act, by industry division, September 19538 





Wage and salary workers 


Number of 


protected 
Industry division Number of workers as a 


Total number ! protected percent of 
(thousands) workers the total 
(thousands) 











— 
BM 
— 


43, 
16, 
2, 
2, 
6, 
1, 
3, 
4, 
3, 
2, 


SERS88822 
83% 














1 Premntenen self-employed and unpaid family labor approximately 12 million persons, 
6 million Government emplo wand 4m 4 eee cenntiine. admin ve, and professional employees are 
eye Al of the Areed also excluded. 
2 Serv and related ind: 5 
and related services; business services; laundries, cleaning and related services; auto repair services and 
erage tisclaneous repair sevice ne. moti ; motion pictures: Tie nape) preerege Legh enter t oer and such 
miscellaneous beauty 


nmanufacturing industries , medical and health services, 
amusement and recreation, and nonprofit cam 
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SCOPE OF THE ACT 


The present act is restricted to those particular employees who are “engaged 
in commerce or in the production of goods for commerce,” provided they do not 
come within one of the exemptions of the act. The terms “engaged in com 
inerce or in the production of goods for commerce” are broadly defined in sectio: 


3 of the act. 


Yet the broad scope given the basic coverage phrases in the act has not re 
sulted in applying the act in many areas which Congress could have regulated 
For example, the present act restricts coverage by taking as its basis each par- 
ticular employee’s work rather than the nature of the business in which he is 
employed. The application of the act is further ‘restricted by exemption pro 
visions, which exciude 13 different groups of employees. 


WORKERS WHO ARE NOT PROTECTED 


Because of the present approach to coverage there are 20 million wage and 
salary workers who are not protected by the act. These workers fall into two 
categories. Approximately 13% million workers are not directly engaged in 
interstate commerce or in the production of goods for commerce although some 
of them are employed. in oecupations affeeting interstate commerce. The re 
maining 614 million of them are engaged in interstate commerce or in the pro 
duction of goods for interstate commerce but are exempted because of specific 
provisions of the act; as follows: 3,032,000 are farm workers; 1,360,000 are em 
ployed by exempt retail trade or retail service establishments; 1,208,000 are 
outside salesmen; 233,000 are engaged in handling or precessing agricultural! 
commodities in the area of production; 132,000 are employed in laundries 0: 
cleaning and dyeing plants; 117,000 are seamen; 110,000 are employed in sma)! 
logging operations having 12 or fewer logging employees; 61,000 are engaged in 
fishing or in canning, processing, or distributing fishery products; 43,000 are 
switehboard operators of small telephone exchanges; 32,000 are employed by 
small newspaper concerns; 32,000 are employed by local transit companies ; 
10,000 are employed in a local retailing capacity by manufacturers or whole 
salers: 4,000 are taxicab operators. 

Table 2 distributes the 20 million workers who are not protected by the Fair 
Labor Standards Act by industry group and indicates the basis for the lack of 
protection. It is evident from this table that one-third of the wage and salary 
workers who are not subject to the statutory minimum wage are employed in 
retail trade. Another one-third is almost equally divided between the service 
industries and the agriculture, forestry, and fishery group. The basis for lack 
of protection varies considerably among these industries. In retail trade and 
most of the service industries, for example, the lack of protection results pri- 
marily from the fact that the workers are not considered to be “engaged in com 
merce or in the preduction of goods for commerce.” In agriculture however, the 
lack of protection derives from exemptions written into the act (table 2). 

A further glanee at the preceding diseussions of the present coverage of the 
act reveals that as the act now stands it falls short of accomplishing its obje 
tives. Coverage is spotty, contains wide gaps, and many important areas are 
unregulated. 
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TapLE 2.—Distribution of employees not protected by the Fair Labor Standards 
Act, by industry division, September 1953 


[In thousands] 


Workers not protected by Fair Labor 
Standards Act 


site Employees 
Industry division Py ae engaged in 
Fi ge commerce 
in commerce 
or produc- or produc- 
tion of goods tion of goods 


seae | Lor commerce 
for commerce but exempt 


Total, all industries 13, 609 6, 369 
Manufacturing 
Mining -- 
Come y 

holesale trade. 
Retail trade... Slag es Ren ipe sp YA 
Finance, insurance, real estate....................--.------- | 
lransportation, communications, and utilities _. 
Services and related industries, n. e. ¢. 


86 597 
19 
1, 867 
262 
, 558 
414 
286 
2, 995 
Agricultural and related services 4 
Business and professional services 162 
Laundries, cleaning, and related services hii 53: 396 
Repair services and garag | 171 
Amusement and recreation services. ..................-- a 361 
Hotels and other lodging places 407 
Personal service (n. @. ¢.) r 
Medical and other health services hai 
Educational and nonprofit organizations __. 


Agriculture, forestry, and fisheries_.__.-.........--- t 
Domestic serv ice 





Notge.—Proprietors, uikeniieialt een, ag tes family isfhee as well as executive, administrative 


and professional employees are excluded from all employment figures. Personnel of the Armed Forces 
ire also excluded. 
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TABLES: 


Distribution of production workers by hourly earnings 
United States and regions, April 1954 


All manufacturing - Number and cumulative number of workers — 
All manufacturing - Percent and cumulative percent of workers —..— 
Durable-and nondurable-goods industries - Number of workers 
Durable-and nondurable-goods industries - Percent of workers 
All manufacturing (men) - Percent and cumulative percent of 
workers 
All manufacturing (women) - Percent and cumulative percent of 
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All manufacturing (men) - Number and cumulative number of 
workers 
All manufacturing (women) - Number and cumulative number of 
workers 
Durable-goods industries - Number of men and women -...-.. 
Durable-goods industries - Percent of men and 
Nondurable-goods industries - Number of men and 
Nondurable-goods industries - Percent of men and wo 
Selected industry groups - Percent of workers 


























Number and average hourly earnings of production workers 
United States and regions, April 1954 


14. All manufacturing by sex, and by selected industry groups 
CHARTS: 


1. Percentages of production workers in manufacturing earning less 
than specified amounts per hour, April 1954 
2. Distribution of production workers in manufacturing by hourly 
earnings, April 1954 
Cumulative distributions of production workers in manufacturing by 
hourly earnings, April 1954 
Cumulative percentage distributions of production workers in 
manufacturing by hourly earnings, April 1954 
Earnings of production workers in manufacturing, April 1954 
Cumulative percentage distributions of production workers in 
durable-goods and nondurable-goods manufacturing by hourly 
earnings, April 1954 
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Factory Workers’ Earnings: Distributions by Straight-Time Hourly Earnings 
April 1954 1/ 


Summary 


The United States Department of Labor's Bureau of Labor Statistics provides in 
this report the results of a broad survey* of the straight-time hourly earnings (exclusive 
of premium pay for overtime and work on weekends, holidays, and late shifts) of factory 
workers in the United States. 


The survey provides information on the number of factory workers in various wage 
intervals between 75 cents and $3 an hour. Nationwide, an estimated 380,000 factory work- 
ers, or 3 percent of the total, earned less than 80 cents an hour; 817,000, or 6.5 percent, 
under 90 cents; 1,282,000, or 10.2 percent, under $1; and 2,823,000, or 22.4 percent, 
under $1.25. The upper 25 percent of the factory labor force earned $2 or more an hour. 


Earnings distributions differed among the 4 broad regions adopted for this study, 
Thus, the proportion of factory workers earning less than 90 cents an hour was 1.1 percent 
in the Far West, 2.3 percent in the Middle West, 4.1 percent in ihe Northeast, and 20.2 
percent in the South (chart 1), 


Average hourly earnings, exclusive of premiurn pay for overtime and for work on 
weekends, holidays, and late shifts, were recorded as follows: Nationwide, $1.68; Far 
West, $1.94; Middle West, $1.80; Northeast, $1.67; and South, $1.36. 


Pay levels were higher in durable-goods industries as a group than in nondurable- 
goods industries; within each of these groups the level of earnings for men exceeded the 
level for women. Proportions of workers earning less than 90 cents an hour were: Durable 
goods, all workerse—4.2 percent, men—3.9 percent, women—6.0 percent; and nondurable 
goods, all workers——9.7 percent, men—4.2 percent, women—18.4 percent. 


Hourly averages and the proportions of workers at lower earnings levels varied 
greatly among 12 industry groups examined separately. In half of these groups, fewer than 
5 percent of the workers earned lese than 90 cents an hour in April 1954; the largest pro- 
portion (25 percent) was found in the lumber and furniture products group. 


1 nufac i 


The ie oe than 12'4 million production workers employed in manufacturing indus- 
tries in April 1954 were distributed among more than 200,000 establishments in 469 sepa- 
rate industries.” Substantial differences exist among these establishments and industries 
in the types of labor skills utilized, proportions of men and women employed, and the ex- 
tent to which wage incentive plans are in effect. Numerous surveys of occupational earn- 
ings conducted by the Bureau of Labor Statistics over a period of years have revealed intra- 
industry as well as interindustry differences in wage levels within labor markets. Similarly, 
interregional diff _in pay for work in comparable jobs and industries also exist. These 
are among the factors reflected in the spread in earnings as shown in the distributions and 
averages presented in the actompanying tables and charts. 





Seerentnee one-fourth of the 12,590,000 production workers earned less than 
$1.30 an tr, half earned between $1.30 and $2, and the upper fourth earned $2 or more. 
About 23,000. workers, or 0.2 percent of the total workers empioyed, earned less than the 
75-cent Federal minimum wage. Cumulatively, 380,000 workers, or 3 percent of the total, 


' Prepared in the Bureau's Division of Wages and Industrial Relations. The statis- 
tical and sampl techniques were developed by Samuel E. Cohen and Theodore Golonka; 


the analytical work was under the supervision of Toivo P. Kanninen, assisted by L. Earl 
Lewis. 


2 See description of Sc and Method of Study, p. 3 
trial C 


2. 
’ The Standard Indus lassification Manual (November 1945 edition), prepared by 
the Bureau of the Budget, lists 469 industries under 21 major groups. 
* Some manufacturing establishments, such as small logging camps, are not covered 
by the Fair Labor Standards Act. Provision is also made in the Act for exempting, under 
certain conditions, learners, apprentices, and handicapped workers. 
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earned less than 80 cents; 817,000, or 6.5 percent, under 90 cents; and 1,262,000, or 10.2 
percent, under $1 (tables 1 and 2), Particular interest attaches to the 90-cent figure in 
view of the recommendation of President Eisenhower in his State of the Union message of 
January 6, 1955, for an increase in the statutory minimum wage of 75 cents to 90 cents an 
hour. 


For purposes of thio Study, the 46 States and the District of Columbia were grouped 
into four broad regions.” The ¢ Metiinsetern States accounted for 4,498,000 production 
workers, or 36 percent of the nationwide total. Employment in the South—16 States and the 
District of Columbia—a, gated 2,564,000, or 20 percent of the total. Twelve Midwestern 
States accounted for 4,378,000 workers, or 35 percent of the total, and 11 States in the 
Far West accounted for 1,150,000 workers, or 9 percent. 


The proportions of factory workers earning less than any given amount varied sig- 
nificantly among the regions particularly at the lower levels of earnings. Thus, the pro- 
portion of factory workers agg eg than 90 cents an hour was 1.1 percent in the Far 
West, 2.3 percent in the Middle West, 4.1 percent in the Northeast, and 20.2 percent in 
the South, Of the 817,000 workers earning less than 90 cents an hour in April 1954, 12,000 
were employed in the Far West, 100,000 in the Middle West, 186,000 in the Northeast, and 
519,000 in the South. Although the South accounted for only 20 percent of the total produc- 
tion-worker employment in factories, it accounted for 64 percent of all factory workers in 
the Nation earning less than 90 cents an hour. Among those earning less than $1 an hour 
about 60 percent were found in the South (chart 2). 





These variations in the regional distribution of workers by straight-time earnings 
are reflected in regional diff in the general level of earnings. As already indicated, 
in manufacturing as a whole, production workers averaged $1.68 an hour, exclusive of pre- 
mium pay for overtime and for work on weekends, days, and late shifts. The corres- 
ponding regional averages were $1,94 in the Far West, $1.80 in the Middle West, $1.67 
in the Northeast, and $1.36 in the South. 





Except in the South and Northeast, median earnings (the amount below and above 
which 50 percent of the workers were found) did not differ significantly from the weighted 
averages b Rae seme" cited above (chart 5). Thus, for manufacturing as a whole, the median 
was $1.67, only 1 cent below the mean; in the Far West, the median ($1.92) was 2 cents 
below the mean; in the Midwest area the two figures were approximately the same. In the 
Northeast, however, the median ($1.62) was 5 cents below the mean and in the South, the 
median ($1.29 was 11 cents below. 


The divergences between mean and median in the South, and to a lesser extent in 
the Northeast, are due principally to the industrial composition of these areas, coupled with 
the 75-cent legal limit below which wages generally are not permitted to fall. For example, 
in the relatively low- industries in the South, such as lumber, large groups of workers 
are concentrated at or the legal minimum, whereas in higher wage southern industries 
the proportions of workers are more evenly distributed over a c ratively wide range. 
By contrast, the distributions of earnings in the Middle West and Far West are characterized 
by the lack of any concentration at or near the legal minimum, and in general by greater 
symmetry. 


Durable and nondurable goods 


Durable-goods industries as a group had a higher wage level than nondurable-goods 
r 


industries. Nationwide, the 7,309,000 able-goods workers averaged $1.78 an hour com- 
pared with $1.54 for the 5,281,000 workers in nondurable-goods plants.* Among durable- 
goods workers, a fourth earned less than $1.50, half earned between $1.50 and $2.05, and 
the remainder, $2.05 or more an hour. Slightly less than a fourth of the nondurable-goods 
workers earned less than $1.10, half earned between $1.10 and $1.85, and the remainder 
earned $1.85 or more (tables 3 and 4). 


* For listing of states in each region, see Scope and Method of Study, p. 33. 
* See footnote 1 to table 3 for listing of durable- and nondurable-goods manufacturing 
industries. 
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Employment in durable-goods plants exceeded that in nondurable -goods plants in each 
of the regions except the South. Durable-goods industries accounted for 71 percent of the 
production workers in the Middle West, 67 percent in the Far West, 53 percent in the North- 
east, and 41 percent in the South: Regionally, average hourly earnings in the durable-goods 
group ranged from $2 in the Far West to $1.41 in the South; the highest regional average 
for nondurable goods was $1.83 in the Far West and the lowest was $1.32 in the South. 


As shown below, the proportions of workers at the lower end of the earnings distri- 
butions were smaller in durable-goods than in the nondurable-goods industries in all regions 
except the South. 


Number (in thousands) and percent of production 
workers earn less cents an hour 


Region Durable goods Nondurable goods 
Number Percent Number Percent 


United States 4.2 513 9. 
Northeast 1, 151 
oS 23. 273 1 
Middle West ‘ 76 
Far West . 12 





7. 
7. 
5. 
3. 





NOTE: B eof: ding, sums of regional employment estimates 
do not necessarily equal the nationwide total. 


In the South, a hourly earnings for durable-goods workers exceeded earnings 
in nondurable goods, the rence being 9 cents an hour. Nevertheless, the proportion of 
Southern workers earning less than 90 cents an hour was greater in durable than in nondur- 
able goods. This results largely from the heavy concentration of workers earning less than 
90 cents in the important lumber and furniture industrics, which are classified in the durable- 
goods categories. About seven-eighths of the 246,000 durable-goods workers in the South 
earning lees than 90 cents were employed in these two industries. 


Earnings of men and women 


Men outnumbered women in durable-goods and nondurable-goods industries, both 
nationally and within each region. Nationwide, men accounted for 61 percent of the plant 
employment in nondurable goods, 64 percent in durable goods, and 75 percent in all manu- 
facturing combined. Regionally, the proportion of men workers ranged from 55 percent in 
nondurable goods manufacturing in the Northeast to 89 percent in the durable-goods group 
in the South. These regional variations are due largely to differences in the types of manu- 
facturing industries found in the various regions and the differing proportions of women found 
in these industries. 





Nondurable-goods industries provide employment to twice as many women workers 
as do the durable-goods industries. A substantial proportion of these women workers are 
employed in textile mills, apparel shops, and in food-processing plants. Geographically, 
three-fourths of the women employed in the nondurable-goods industries were concentrated 
in the Northeast and South, 


Straight-time average hourly earnings for men were $1.80 in all manufacturing, 
$1.84 in the durable-goods group, and $1.74 in the nondurable-goods group. The overall 
average for women was $1.26, with averages of $1.40 and $1.22 recorded in durable goods 
and nondurable goods, respectively. For all industries combined, men's earnings exceeded 
those of women by 58 cents in the Far West, 54 cents in the Middle West, 52 cents in the 
Northeast, and 37 cents in the South. 


Durable~goods and nondurable-goods averages for men in each region varied by 5 


cents or less from the regional averages for all manufacturing. Only in the South did men 
average higher pay in the rable-goods than in all-manufacturing industries. For women, 


63489 O—55-———12 
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on the other hand, average earnings in durable goods were from 2 to 13 cents above the all- 
manufacturing average; in nondurables they were from | to 11 cents below. Comparing 
women's earnings in durable-goods plants with those in nondurables, the largest differences 
were found in the Far West te cents) and the Middle West (21 cents). 


In the lower-earnings intervals, the proportion of women exceeded that for men in 
both durable- and nondurable-goods industry groupings. Thus, 4 percent of the men and 14.2 
percent of the women workers in manufacturing were earning less than 90 cents an hour in 
April 1954 as shown in the following tabulation: 


Sex and region. 


Men: 
United States 
Northeast 
South 
Middle West —....._.. 
Far West 


Women 
United States 
Northeast 


South 
Middle West 
Far West 


' Less than 0.05 percent. 
Of the 380,000 men earning less than 90 cents, 322,000 or 85 percent were in the 


South (tables 5 and 7). By contrast, of the 437,000 women workers earning less than 90 
cents, 45 percent were in the South and 35 percent were in the Northeast (tables 6 and 8). 


223,000 were in the South 
West regions. Of the 
about ,000 were in 
approximately 1,000 
the 


Although percentage of women workers in durable-goods 
than 90 cents was 4times greater in the South than in the Northeast, 
in this earnings group was slightly greater in the Northeast. Of the 61, 
less than 90 cents in durable-goods , 24,000 were in the 
the South, and nearly all of the Middle W. 
earning less than 90 cents in nondurable-goods plants, 174,000 were in the 
were in the Northeast, and most of the remainder were in the Middle West. 


5 - 12), hourly earnings of individual men and rk nge 

in some cases a cave 9S, ke sa Senay Gees SN Ae 

geneity of earnings in our manufacturing economy is sugg by 

of any trations of tk at any point along the earnings scale. Only in the South 
were as many as 10 percent of either men or women workers concentrated within a 5-cent 
range—the earnings interval beginning with the 75-cent Federal minimum wage. The degree 
of dispersion shown in these tables is characteristic of some but not all of the narrower 
industry groupings (see following page). 





a 
. 
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Earnings in selected industry gro 


Distributions of workers by hourly earnings for 12 major industry groups with over 
11 million production workers are presented in table 13.7 Compared with the distributions 
for the broad durable- and durable - industry divisions, shown earlier, these industry 
group data reflect in somewhat greater detail variations in earnings related to differences 
in pay levels industries, to regional variations in levels of earnings by industry, and 
to the geographic tribution of factory employment by industry. 





Data for some industry groups revealed comparatively little variation in average pay 
levels among ey For the chemicals and petrol products group, for example, the 
average for the ($1.78) was only a few cents below those for the Northeast and Middle 
West, although 28 cents below that for the Far West. By contrast, lumber and furniture 
workers as @ group averaged 97 cents an hour in the South, whereas averages for these 
workers in the Middle West and Far West were $1.50 and $2.13, respectively. 





The industry g lected for separate examination are listed below in descending 
order of the proportion of workers earning less than 90 cents an hour. 





and percent of 
rs ear ess 
Industry group cents per hour 
Percent 
Lamber and furniture —....___- 
7 oh. and ; wh. Ae aiieiie 
Textiles and 





Paper and printing -... 

Chemicals and petruleum —~.. 

Instruments and related products 

Primary metals and fabricated 
metal products 

Machinery ( pt electrical) 


Transportation equipment 


} Major group 39 as defined in the Standard Industrial Classi- 
fication Manual (November 1945 edition), prepared by the Bureau of 
the et. 
Less than 500 workers. 
> Less than 0.05 percent. 





Among 29 regional-industry group distributions provided in table 13, 7 instances 
were noted in which more than 10 percent of the workers earned less than 90 cents an hour. 
Four of these were in the South: Lumber and furniture, 56.1 percent; food products, 34.4 
percent; leather and leather products, 23.9 percent; and textiles and apparel, 19.1 percent. 
The other instances were the textiles and apparel group in the Midwest (17.3 percent) and 
the leather and leather products group in the Northeast (15.8 percent) and in the Midwest 
(14.2 percent). Although regional estimates for tobacco manufactures could not be prepared, 
nationwide, 12.9 percent of the workers earned less than 90 cents an hour in April 1954. 


Changes in wage levels since 1947 
mparison of the earnings distribution for April 1954 with an earnings distribution 
prepared for July 1947 reveals a sharp shrinkage of employment at pay levels below $1 an 


™ Separate distributions by industry group could not be presented for the remaining 
\', million factory workers employed in April 1954. 
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hour.* As shown below, the proportion of workers earning less than $1 declined from a 
third to a tenth during the 7-year period. 


Straight-time 
hourly earnings 


Under 75 cents 
Under 80 cents 
Under 9 cents 23.0 
Under $1 32.7 





The 1949 Amendrnents to the Fair Labor Standards Act increased the Federal mini- 
mum wage to 75 cents an hour, effective January 25, 1950. Thus, 2'* years before the 
new minimum went into effect, it was estimated that 10.4 percent of the production workers 
were paid less than 75 cents an hour. By November 1948, estimates prepared by the Bureau 
indicate that the proportion paid less than 75 cents had dropped to 6.6 percent. In April 
1954, only a fraction of 1 percent of the workers in manufacturing were earning less than 
75 cents and 6,5 percent were earning lese than 90 cente an hour. 


General wage changes, including those resulting from the adoption of the 75~cent 
minimum, largely eopounted for the 44-percent rise in average hourly ea s between July 
1947 and April 1954.% Shifts in employment ratios among industry groups contributed 
to the rise in the earnings level as well as tc changes in their overall distribution. The 
largest gains in production-worker ernployment between 1947 and 1954 occurred in electrical 
machinery (254,000), portation equip (200,000), and printing and publishing (94,000). 
Production-worker employment in the food, ‘ and 
substantially lower in April 1954 than in July 1947.'* Among groups named, 
average pay levels were substantially higher in those in which employment increased. 





* This earlier release of the Bureau of Labor Statistics (dated December 15, 1947) 
provided distributions of production workers in manufacturing, and by industry group, by 
straight-time hourly earnings. 

* Percent increase computed from averages for all-manufacturing adjusted to exclude 
premium pay for overtime. 

‘© Part of the decline in employment in the food group is attributable to seasonality 
in the canning and preserving and the beverage industries; employment levels in these in- 
dustries are higher in July than in April. 
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TABLE |. --Estimated distribution of production workers in Manufactur cturing — by straight-time 
average hourly earnings,’ United States and Regions,” April 1954 








a States 

Average hourly earnings’ Tr 
(in cents) -_—— 

workers 














105 
110 
115 
120 
125 


130 
135 
140 
145 


165 
190 
195 
200 


210 
210 and under 215 
215 and under 220 
224 and under 225 


sree 


225 and ender 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 11,615 


SeRES 


250 and under 260 . 12,025 
260 and under 270 12z, 154 
270 and under 280 12,254 
280 and under 290 12,332 
290 and under 300 12, 382 


ort aes 


$00 and over —._.__.__._._.. 




















Number of workers — 12, 590 4,498 2,564 











Average hourly earnings ' $1.68 $1.67 $1.% 











' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 

The regions ve in this study include: 

Northeast Maine, M h New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, 
a Vermont; 

South _.....____.......... Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia, Kentucky, Louisiana, Maryland, 
Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia; 

Middle West _...._.. Illinois, Indiana, lowa, Kansas, Michiga i, Nebraska, North Dakota, Ohio, South Dakota, 
and Wisconsin; 

Far Wont a.» Arizona, California, Colorado, idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, and Wyoming. 

Less than 500 workers. 











NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 2. --Estimated percentage distribution of production workersin Manufacturing Industries by straight-time 
age hourly earnings,’ United States and Regions ,* April 1954 





f United States South Middle West Par Weet 
Avera hourly earnings Te comlG 1 lative] Percent i ercent 1 
of 


in cents) 4 
of percent of percent of of percent of 
workers |workers| workers |workers| workers 


7 (@) (*) (*) (?) 
0. 














‘i 








me 


Under 75 ~ 


75 and under 60 ........... 
80 and under 85 
85 and under 90 
90 and under 95 
95 and under 100 ...__.. 


scwovVe nN 
- 


wwvee eo wee eo 


0. 0. 


ryore © 
Seony © 


Ne ee 
wenw 


- 
eae 


100 and under 105 
105 and under 110 
110 and under 115 
115 and under 120 
120 and under 125 


eCcoauvn nNeVCo WwW 
VeENne OCe4 


eewrn eo one Vw 
oococre nvnwnvo 


peeee 
vweoneo 


125 and under 130 
130 and under 135 

5 and under 140 
140 and under 145 
45 and under 150 


HTL Ht 
vere peepee 
weweenn ono wo 
SSSR BSSsS 
ie 
veyey 


150 and under 155 
155 and under 160 
160 and under 165 
165 and under 170 
70 and under 175 


aa 


i 


reyye : 
-no~ww vwooewoe eoeenn 
vweoene 
ee oere 
renew o 


vesee 
veeee 
e22ocre 2onr4e 


wvVe 
oN 
reppe 


Ce 
eneon 


175 and under 180 
180 and under 165 
185 and under 190 
190 and under 195 
195 and under 200 


vere 
2oree eon-eee e2eonre@ eanvo cowow enveo 
oo 
Ses 
Nuocuvn eVveerer 


nevuew 

vwaownw 

-——ve 
owoerw 
eovwonw 


200 and under 205 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225 


reppye 


‘ Serr $ : 
Se CORN BOK ST BONN OS COBH SF COSES BYOYUOS BesNN 


nueew 
vove~ 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


——— 


eee 
eo ee ©2coveo ec enw ver one 


~sowe 
eoveuw 


250 and under 260 
260 and under 270 
270 and under 280 
280 and under 290 
290 and under 300 


—-SC FAH Oe Beeuw oS 


— 
“wee oe e-eoowo owveoe ewe 4soO 


Veesw 
wa2one 
western 


PTE ETE TTT 


~ #¢e0~ 


300 and over . 


- 

















~ 
w 
~ 





100.0 100.0 100.0 





12, 590, 000 4, 498, 000 2, 564, 000 4, 378, 000 
$1.68 $1.67 $1.36 $1.80 




















Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 
Less than 0. 05 percent. 


Because of rounding, sums of individual items do not necessarily equal 100. 
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TABLE 3. : a distrib in Durable and Nondurable-Goods! Manufacturing Indust 
vnontebagien —— _- ee United States and Regions,’ April 1954 tied 








United States Middle West Far West 
Average hourly earnings*® 


(in cents) Durable |Nondurabl Durable Durable | Nondurable 
goods goods goods 











Radiat OE - chccnvcntanitnatiines (*) 


75 and under 80 

60 and under 65 __...__. 
85 and under 90 ___._____. 
90 and under 95 

95 and under 100 


100 and under 105 
105 and under 110 
110 and under 115 
115 and under 120 
120 and under 125 


125 and under 130 
130 and under 135 
135 and under 140 
140 and under 145 
145 and under 150 ~ 


150 and under 155 
160 
165 
i70 
175 


180 
1865 
190 
196 
200 


205 
210 
215 
220 
220 and under 225 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


250 and under 260 
260 and under 270 
270 and under 280 
280 and under 290 
290 and under 300 


--—ewe wen ee 


300 and over 





* 
2 Ie 
o 


Number of workers $, 281 2,399 1,521 3, 094 


Average hourly earnings * $1.78 $i.% $1.76 $1.57 = $1.32 $1.8 $1.66 $2.00 $1.83 






































pavette 6 include: Ordn tes; lumber and wood Products (except furniture); furniture and fixtures 

, clay, se products; primary metal ind tes; fabri d metal p (except ordnance, machinery, and trans 
portation eq ); except ical); electrical chinery; and related 
products; and miscellaneous mneniactaring industries as defined. Nondurable js include: Food and kindred products; tobac«: 
manufactures; textile-mill products; apparel and other finiehed 2 Pp 8; paper and allied products; printing, publishing 
and allied industries; chemicals and allied p P of p ) and coal; rubber products; and leather and leather 
products. 














Exciudes premium pay for overtime and for work on weekends, holidays, and late shifts. 
* See table | for listing of States included in regions. 
* Lees than 500 workers. 


Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 4. --Estimated percentage distribution of production workers in Durable-and Nondurable-Goods' Manufacturing 
Industries by straight-time average hourly earnings, United States and Regions,’ April 1954 





United States Northeast South Middle West Far West 





Average hourly earnings 
(im cents) Durable |Nondurabl, le |Nondurabl Nondurable} Durable | Nondurable Durable |Nondurable 

goods goods goods goods goods goods goods | goods 
+ = 





i 





a 
. 
~ 
Oo 
Nn 
Oo 
oy 
o 


nder 7S c<nsecenccteemenene (*) 0. (*) 0 (*) 


oo 
° 


-wouw 
- 


and under 80 -..____.... 
80 and under 85 -______._ 
85 and under 90 ~ 
10 and under 95 -.._....- 
and under 100 —...... 


0. (*) 
(*) 
0 


vo@on 





i 
1 
| 


enorso 
eenne + 
= 
NeNnD 

~~ eww 
w.oee~ 
Veoats 
eoovee 


0 and under 105 
and under 110 
and under 115 
and under 120 
and under 125 





ee ee 
ee von 
Ke Nee 
vewe es 
ereuwn 


st ne a oe 
envwo 
nvco@o 
Nee een 
wean 


5 and under 130 
and under 135 
and under 140 

0 and under 145 
and under 150 


NANNN 
—cCUNN 
Vverwso evo 
eueNnwnr 
eon 
vnnne 
ovevwso 
cere 
NNN ww 
2vavVo 


and under 155 
and under 160 
and under 165 
and under 170 
and under 175 


w4@eeoe weno Yeovwe 


ee eww 
vwevve 
see 
ee 
wn www 
Vwavwen 
vwNnvw 
4eny4o@e 


Ooe-—w 


and under 160 
and under 165 
and under 190 
and under 195 
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Voesoe 


weve 
yewne coun 
2e2eavoe 
-rPrrP 
acene 
vane © 
orvwww 
vw & & 
ww 


-o@ 


and under 205 
and under 210 
and under 215 
and under 220 
and under 225 


wee oe 


vwonwoe onrvwerw eon@eee 
—— ee 


rroreep een 


2ovuw”d 

-waeu 

e2onowo 
NNNNY& 
oeurw 


5 and under 230 
and under 235 . 
and under 240 
and under 245 
and under 250 


- 


veo 
eee NNR ee eee we 


reeery preys 


——e Noe 
ceerw 
Estee 
voocoe 
—— NNN 
see oe 


and under 260 
and ander 270 
and under 260 
and under 290 
and under 300 


~—- 
—- 


ceane Vvewco 


veccw 
-“——wnw 
vnweeun 
ree *) 


asI4Ow 


and over . . 2. 


i.2 3.1 .5 .5 





> iv 


Tete) cspeyechegeeees 100. 100.0 100.0 100.0 100.0 
ee 





mber of workers (in 
thousands) —_ — . 5,281 2,399 2,099 1,043 1,521 


erage hourly earnings® |$1. 78 $1.54 $1.76 $2.57 $1.41 $1.32 





























See table 3 for listing of durable and nondurable-goods manufacturing industries 
Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 

Less than 0.05 percent. 


Because of rounding, sums of individual items do not necessarily equal 100 








Far West 





atoonm 
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2S3se 





tonne 





per ematen Rererire by straight-time 
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Regions 








production workers in 
United States and 


average hourly earnings, 





1 items do not necessarily equal 100. 








9, 389, 000 
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TABLE 5. --Estimated percentage distribution of 
(im conte) 


100 and under 105 

105 and under 110 

115 and under 120 
120 and under 125 —_. 
125 and under 130 
130 and under 135 
135 and under 140 ____ 
140 and under 145 ___. 
145 and under 150 ... 
150 and under 155 —_. 
155 and under 160 

160 and under 165 

165 and under 170 

170 and under 175 
175 and under 180 ___.. 
180 and under 185 —_.. 
185 and under 19 —_. 
190 and under 195 
195 and under 200 __. 
200 and under 205 

205 and under 210 

215 and under 220 ____. 
220 and under 225 __. 
225 and under 230 

230 and under 235 

235 and under 240 
240 and under 245 —._. 
245 and under 250 
250 and under 260 _._. 
260 and under 270 —__. 
270 and under 280 
280 and under 291 ___. 
290 and under 300 ___. 
300 and over —....._.... 
Number of workers —_ 
Average hourly earnings 


Under 75 ~~~... 








Average hourly earnings’ 





164 
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TABLE 6. --Estimated percentage distribution of workers in Manufacturing Industries by straight-time 


women production 
average hourly earnings, ' Uniteu States and Regions, ° April 1y54 
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250 and under 260 
260 and under 270 
270 and under 260 
280 and under 290 
290 and under 300 
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anoyww 
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33333 $3333 


22333 
—. cee 
“22en4oe 
. se ed 
32233 


-~ 
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300 and over —. 
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a 
gc 





Tet 2S 100.0 le 100.0 100.0 





er of workers 3, 065, 000 1, 345, 000 673, 000 848, 000 199, 000 


Average hourly cosntuan! $1.28 $1.31 $1.08 $1.36 \ $1.46 




















' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 
Less than 0.05 percent. 


2 
’ 


OTE: Because of rounding, sums of individual items do not necessarily equal !00. 
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TABLE /.--Estimated distribution of men production workers in Manufacturing Industries by straight-time average 
hourly earnings, ' United States and Regions, * April 1954 








United States 


Average hourly earnings ' amber] 
“ie conta) of |mumber of| of 
workers! workers workers! 





75 and under 80 
80 and under 85 
85 and under 90 
90 and under 95 
95 and under 100 


es 
Under 75 —____ 8 
185 
87 
bad 
109 
73 


Ee 
1m 109 
5. ee 143 
120 ~— 113 
120 and under 125 oon 144 


125 and under 130.0... 
130 and under 135 - 
135 and under 140.0... 
140 and under 145... 
145 and under 150_.. 


155 
160 
165 ~— 
es 
A ne 


175 and under 160... 
180 and under 165 
185 and under 190... 
190 and under 195 
195 and under 200... 


200 and under 205. 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225... 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


250 and under 260 

260 and under 270... 
270 and under 260 

280 and under 290... 
290 and under 300. 








300 and over 














Number of workers . . 9, 389 1,871 3,514 





Average hourly earnings’ $1.80 ° $1.45 $1.90 

















' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts, 
* See table | for listing of States included in regions. 
* Less than 500 workers. 


NOTE: Because of rounding, sume of individual items do not necessarily equal totals. 
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ries by straight-time average 


of women prod rk in Manuf, ‘ing Ind 
hourly earnings, ' United States and Regions,* April 1954 








Far West 








Average hourly earnings ' by ; = 
(in cente) F 

of 

worker 





Under 75 


75 and under 80 

80 and under 65... 
85 and under 90 _ 
90 and under 95... 
95 and under 100 


100 and under 105.....__. 
105 and under 110... 
110 and under 115 

115 and under 120 

120 and under 


125 and under 
130 and under 
135 and under 
140 and under 
145 and under 


150 and under 
155 and under 


—-—=e NN NAO OW 


220 and under 


225 and under 
230 and under 
235 and under 
240 and under 245 .. 
245 and under 250__ 


ee ee FEO 
-———— Nw Nua e 


oe Om we 
—~ 


250 and under 260... 
260 and under 270... 
270 and under 260... 
280 and under 290... 
290 and under 300... 


Nees eo we eoso ee 

















eo Nene 
— 
Lee 
- ee 
a 


300 and over ......--. — 





Number of workers... * 1,345 673 848 
Average hourly earnings * $i.28 $i.3i $1.08 $1.36 























Excludes p oY pay for and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 
> Less than 500 workers. 


2 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 


63489 O—55——18 
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TABLE 9. --Estimated distribution of men and women production workers in Durabie-Goods ' Manuf 
by straight-time average hourly earnings, * United States and Regions,’ April 1954 











Average hourly earnings” United States Northeast South Middle West 
in cents. 











Under 75 (¢ 


75 and under 80 
60 and under 65 
85 and under 90 
90 and under 95 
95 and under 100 














- 
vous 


100 and under 105 
110 
115 
120 
125 


= 
ee ed 


130 


-—Meuuww wwe ee SONY 
Lt <1 oconeve 


185 
190 
195 
195 and under 200 


-* 
oo 


200 and under 205 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225 


<< 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


- 
fee NNO 


250 and under 260 
260 and under 270 
270 and under 260 ~.____._. 
280 and under 29 —..____. 


o 


see 





300 and over (¢) 








Number of workers 6,157 | 1,025 1,908 | 404 2,633 


Average hourly ings* $1.84] $1.40 | $1.85) $1.33 $1.9 






































See tabie 3 for listing of durable-good: fa ing industri 

Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 

Less than 500 workers. 





NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 10.--Estimated percentage distribution of men and women production workers in Durable-Goods ' Manufacturing Industries 
by straight-time average hourly earnings, * United States and Regions,’ April 1954 





Average hourly earnings* United States Northeast South Middle West 
(in cents) 





Men | Women Men | Women Men Men 
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wea 
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veose 
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wn ne 
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-wowmw 
enwouw 


and andlor 800 2 ce eesesee 


Neen oe NeOOe 


00 and under 30S nn cceneneqeereseee 
and under 210 
and under 215 .._..._..__.... 
and under 220 -_..__.__.__.....__ 
and under 225 - neers 


rd 


Neeoe 
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ne 


Kew Nee 
veer o 


YEO Ore 


CEN #2266 
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ouwuesO NNSYO Seve eu Yrwus 
oeees 
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and under 235... 

sand under 240 
and under 245... 
and under 250 ._.. 


— 
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eee New ea 
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0 and under 260 
0 and under 270 . 


—N 
oe 
=e 


eeooano whsewoe 
eee. 
——~ ee 


ye 
SS ae ee 


90 and under 300 ..........._.. 


ose & 
——— 
ee wwe 
———, 
eee 
~—_~~~ 
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-—— 


0 and over .. 





~ 

wy 
~ 
- 
- 
w 
-— 

> 
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1.6 


Total . 100.0 1100.0 100.0 100.0 100.0 ‘ 100.0 1100. 
404 


Number of workers (in thousands) ..... [6, 157 1,025 1,908 933 92 «2, 635 


~ 
- 








8 





Average hourly earnings* _..___..__. 2.64 1$1.40 [$1.85 [$1.33 [$1.42 /[$1.18 1. 92 



































See table 3 for listing of durable-goods manufacturing indus _ries. 

Exciude premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 

Less than 0.05 percent. 


NOTE: Because of rounding, sums of individual items do not necessarily equal 100. 
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TABLE 11. --Estimated distribution of men and women production workers in Nondurable-Goods! Manufacturing Industries 
by straight-time average hourly earnings, * United States and Regions,* April 1954 








Average hourly rings * United Beaper Northeast South 
cents) 











Men | Women 








i 








~ 





95 and under 100 _.._..........._.......... aa 


——— on 
nnuese 


100 and under 105 
105 and under 
110 and ander 
115 and under 
120 and under 


125 and under 
130 and under 
135 and under 
140 and under 
145 and under 


AUS SF4EO—"@ CVs 


150 and under 
155 and under 
160 and ander 
165 and under 
170 and under 


2est4e wusuet 


175 and ander 
1860 and under 
185 and under 
190 and ander 
195 and under 


-—-—Nw Nee 


-—New 


wee 
~~ 
=e tr 


- 
2s cee 


vvuuwe 
-nnwe 


245 and under 250 
250 and under 


nevve 


300 and over ...... 


Nn aeons aces 


4 
5 
2 
5 
2 
8 


. 
- 


— a 
Number of workers -........................- ° 2,040 1,151 





| 





z 


938 
Average hourly earnings *® —..._..__.. diy ° $1.22 | $1.80] $1.29 | $1.48] $1.07 


: 



































' See table 3 for listing of nondurable-goods manufacturing industries. 

* Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
> See table | for listing of States included in regions. 

* Less than 500 workers. 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 12. --Estimated percentage distribution of men and women production workers in Nondurable-Goods! Manufacturi 
Industries by straight-time average hourly earnings, * United States and Regions,’ April 1954 4s 





Average hourly earnings*® United States Northeast South Middle West 
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> a enneuew enocev 


= |- 


Total 





100.0 
Number of workers (in thousands) — * 2, 040 41 938 





Average hourly earnings® ......_.. . $1.22 $1.29 | $1.48 



































See table 3 for wo of ———e goods-manufacturing industries. 

Excludes premi me and for work on weekends, holidays, and late shifts. 
See table 1 for iteting of louse included in regions. 

Less than 0. 05 percent 








Because of rounding, sume of individual items do not necessarily equal 100. 





172 AMENDMENT TO INCREASE THE MINIMUM WAGE 





TABLE |3.--Estimated percentage distribution of oO k in sel a 


P 


Industry Groups! 


Manufacturing 
by straight-time average hourly earnings, * United States and Regions,’ April 1954 





Food and kindred products 
Average hourly earnings * 


(in cents) 





Middle 
West 


e 





Under 75 


Co 
_ 





75 and under 80 


- 


eyeot + 
. 














w4voonm Ww 
NON yw 


veers oS 
enuve a 


hohe 
vee 


95 and under 100 
100 and under 105 


~eueate 


see 2onvwnw 


eNrunes NNuUNnes 
enue 


wrwow 
voneeo ~vewe 


venwen 


VweruwFr Neeru Cestue 
NNeN we 


ve rorwe 


: 
eatvo 4 uwse 
2eco4eu 


eeu 
eruwn we 


yess 


sabe 
pres eyeds 


sees by 
“wee cecuv~s e2nuoe owr.vwo 


- 
Meee SCOSLSS ENN Y YEN ee 


eoeceuy 2uveuvee 
—NNee Nene 


wweun 


cree Sen ee beer Sever 
2O4ee 24K 


-NNw 


-neoe 2eonu 


Nee Geoerwes ON Oeo 


w 
- 


eNOS Ce ese 
-wiewn 


~ 
. 








— 
°o 
- 
o w 


| 








Number of workers (in thousands) 
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See footnotes at end of table. 
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TABLE 13. --Estimated percentage distrin workers in selected Manufacturing Industry Groups’ 
by straight-time average hourly proms a United States and Regions,’ April 1954 - Continued 





Textile mill products; apparel and other Lumber and wood products; 
Average hourly . poe a finished textile products furniture and fixtures 
(in cents 
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Number of workere 
n thousands) —..._... 


Average hourly earnings* 





























See footnotes at end of table. 





$2. 06 
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$1.61 


> April 1954 - Continued 
$1.78 








in 
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$1.83 
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TABLE 13. --Estimated percentage distribution of 


See footnotes at end of table. 











Average hourly earnings * 
(in cents) 
Average hourly earnings* 


100 and under 105 
105 and under 110... 
110 and under 115 
115 and under 120 
120 and under 125 
125 and under 130... 
130 and under 135... 
135 and under 140. 
140 and under 145 
145 and under 150... 
150 and under 160_._.___. 
160 and under 170 
17C and under 160... 
180 and under 190__.____ 
190 and under 200 
200 and under 210 
210 and under 220 
220 and under 230 
230 and under 240... 
249 and under 250 
259 and under 260 
260 and under 270 


174 
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TABLE 13.- 
by 


dp nta g of p workers in selected Manufacturing Industry Groups ' 
straight-time age hourly earning T Getsed States and Regions, Apetl 1954 = Ceanianed’ 
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Number of workers (in thousands). 


Average hourly earnings * oe 
































See footnotes at end of table. 
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TABLE 13.--E distribution of pr rh lected Manuf, Industry Groups ' 
by straight-time average hourly 8 Sanet States and Scoot April 1954 py 
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(im th ry 1, 187 393 66 1, 380 380° 





Average hourly earnings * $1.89 $1.83 ‘ $1.98 $2.03 $1.73 $i.41 





























' The following industry groups were luded: Ord rubber prod stone, clay, and glaes products; and electrical 
machinery. These groups are not included in the "mi Li fa ing industries” group. 
Excludes premium pay for overtime and for work on weekends, caidas. and late shifts. 
See table | for listing of States included in regions. 
Less than 0.05 percent. 
Includes data for regions in addition to those shown separately. 











Because of rounding, sums of individual items do not necessarily equal 100. 
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TABLE 14.--Number and straight-time average hourly earnings! of production workers in Manufacturing Industries 
by sex and selected industry groups, United States and Regions,* April 1954 
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Production workers* —... 
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Durable Goods: * 


Production workers® ——.--..._.. 
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Selected Industry Groupe: 


Food and kindred proaucts ~~... 
Tobacco fi 





Textiles and apparel —___.._____. | 


Lun.ber and furniture .—~........... 


Paper and printing ~............__.-_| 
Chemicals and i 





petr 
Leather and leather products ....... 
Primary metals and fabricated 
metal products .-....-...-..----------. 
Machinery (except electrical) 
Transportation ——— 
Instruments and related products... 
Mise lb fa rin 
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APPENDIX 


Scope and Method of Study 


The survey relates to all establishments primarily engaged in manufacturing.’ The 
earnings data on which this report is based relate only to production workers. Itis for this 
category of workers for which earnings data also are shown in the monthly Hours and Earnings 
Series prepared by the Bureau of Labor Statistics. Office workers and executive, profes- 
sional, and technical personnel are not included (see definition of production workers, p. 33). 


Collection of data.—Two sources of primary data were used in preparing these 
estimates. Where recent industry wage surveys of the Bureau of Labor Statistics were 
available, data from such surveys—adjusted for subsequent general wage and yment 
changes—-were incorporated into these overall estimates. The largest industries, terms 
of employment, for which such surveys were available, included the basic iron and steel and 
motor vehicle industries. The most important of the relatively low-wage industries was 
southern lumber, surveyed in 1953. Industries ,included on this basis account for about 30 
percent of the total manufacturing employment.’ 


For industries not covered by such surveys, questionnaires were sent, or visits by 
Bureau representatives were made, to about 5,100 establishments. Personal visite were 
generally confined to larger establishments and to those not replying to the mail question- 
naire. From these 5,100 establishments the Bureau obtained usable schedules for 4,100 
establishments employing 1,500,000 production workers. 


Sampling and esumation. ~The 4,100 establishments which furnished payroll informa- 
tion as April r this comprehensive survey represent a carefully selected sample. 
Separate samples were selected for each region. Relatively more intensive sampling was 
done of establishments in the lower wage industries and regions in view of the importance 
for public policy of accurately determining the numbers of workers at the lower earnings 
levels. 


In the estimating procedure each establishment was given its appropriate weight rela- 
tive to the industry group and region from which it was selected. The proportions of total 
employment in each earnings class in each industry in each region were applied to total pro- 
duction worker employment in the industry as regularly compiled by the Bureau and reported 
in its monthly employment series. The breakdown of the latter totals into regional com- 
ponents was accomplished by prorating on the basis of industry-State totals available from 
unemployment compensation sources, supplemented by data published by the Social Security 
Administration under the Old Age and Survivors Insurance Program (County Business Patterns). 


Definitions 


Average hourly earnings.—For purposes of this study, earnings data relate to 
siraight-time earnings, ae premium pay for overtime and for work on weekends, holi- 
days, and late shifts. Incentive payments, such ag those resulting from piecework or pro- 
duction bonus systems, and cost-of-living bonuses were included as part of the workers' 
regular pay; but nonproduction bonus payments, such as Christmas or year-end bonuses, 
were excluded. 


The averages published in this study are the averages of individual worker's earnings 
obtained by dividing total individual hourly earnings by the number of workers represented 
in that total. 


: As defined in Volume I, Part 1, of the Standard Industrial Classification Manual (No- 


vember 1945 edition) prepared by the Bureau of the Budget, manufacturing industries include 
“those establishments engaged in the mechanical or chemical transformation of inorganic 
or organic substances into new products and usually described as plants, factories, or mills, 
which , Characteristically use power-driven machines and materials-handling equipment." 

A ber of industry surveys related to dates approximating the April 1954 period 
so that it was possible to incorporate their data into he broader study without any adjust- 
ment. Among these were the structural clay products, dress shirts, household furniture, 
and leather tanning and finishing surveys. 
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Dureble-soode industries “The group includes: Ordnance and accessories; lumber 
and wood products (except furniture); furniture and fixtures; stone, clay, and glass products; 
primary metal industries; fabricated metal products (except ordnance, machinery, and trans- 


portation equipment); machinery (except electrical); electrical machinery; transportation equip- 
ment; instruments and related products; and miscell facturing industries as defined. 





Ni r - tries.—-This group includes: Food and kindred products; 
tobacco ma ctures; textile - products; apparel and other finished textile products; paper 
and allied products; printing, publishing, and allied industries; chemicals and allied products; 
preducts of petroleum and coal; rubber products; and leather and leather products. 


Production porkere.— The term, “production worker", as used in this study, includes 
working forernen and all nonsupervisory workers (including leadmen and trai ) engaged in 
fabricating, processing, assembling, inspection, receiving, storage, handling, packing, ware- 
housing, shipping, maintenance, repair, janitorial, watchmen services, product development, 
auxiliary production for plant's own use (e.g., power plant), and recordkeeping and other 
services closely associated with the above production operations. F 





Regions.—-The regions used in this study include: Northeast—Connecticut, Maine, 
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, and 
Vermont; South—Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia, 
Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, 
Tennessee, Texas, Virginia, and West Virginia; Middle West—illinois, Indiana, lowa, Kansas, 
Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, South Dakota, and Wisconsin; 
Far West—Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, 
Utah, Washington, and Wyoming. 
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Wage Surveys in Manufacturing Industries 


Wage Structure Reports provide distributions of earnings for production workers 
in particular industries. The more recent studies are listed below. Single 
copies are furnished without cost as long as a supply is available. Write to 
Bureau of Labor Statistics, U. S. Department of Labor, Washington 25, D. C. 
or any of its regional offices. 


Candy and Other Confectionery, 1953 

Converted Paper Products, 1953 

Cotton Garments (Work Clothing only), 1953 - BLS Report No. 51 
Distilled Liquors, 1952 - Series 2, No. 88 

Dress Shirts and Nightwear, Men's and Boys', 1954 - BLS 

Report No. 74 

Footwear, 1953 - BLS Report No. 46 

Furniture, Household, 1954 - BLS Report No. 76 

Hosiery, 1952 - BLS Report No. 34 

Leather Tanning and Finishing, 1954 - BLS Report No. 80 
Lumber, Southern, 1953 - BLS Report No. 45 

Lumber, West Coast, 1952 - BLS Report No. 7 

Pulp, Paper, and Paperboard, 1952 - Series 2, No. 91 
Railroad Cars, 1952 - Series 2, No, 86 

Structural Clay Products, 1954 - BLS Report No. 77 
*Textiles, Cotton and Synthetic, 1952 - Series 2, No. 89 
Textiles, Miscellaneous, 1953 - BLS Report No. 56 
Textiles, Woolen and Worsted, 1952 - Series 2, No. 90 


* Similar studies in these industries, relating to late 1954, will be avail- 
able in the spring of 1955. 
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Exuisit C 


ESTIMATES OF THE IMPACT OF 85-CENT, 90-CENT, $1, AND $1.25 MINIMUM-WAGE RATES 
IN COVERED INDUSTRIES 


A total of 1.3 million wage and salary workers earn less than 90 cents an hour, 
and would receive wage increases if the Fair Labor Standards Act were amended 
to raise the level of the minimum hourly wage to 90 cents. These workers con- 
stitute 5 pereent of the 24 million workers subject to the Fair Labor Standards 
Act. One million workers are employed in manufacturing and 300,000 in non- 
manufacturing. If the minimum wage were increased to 90 cents, the $82 billion 
wage bill of covered industries would go up by $220 million, an increase of three- 
tenths of 1 percent. This would result from raising the wages of low-paid work- 
crs, earning less than 90 cents, to that level. 

The number of workers subject to the act who are paid less than $1 is 2.1 
million, and the number paid less than $1.25 is about 5 million. 

The above estimates refer to covered employment in September 1953, and are 
derived in part from a survey made by the Bureau of Labor Statistics of straight- 
time average hourly earnings of production workers in factories, in April 1954. 
The survey showed that 817,000 production workers in manufacturing were 
earning less than 90 cents an hour in April 1954. The employment figures derived 
from the survey differ from the estimates of covered employment in a number of 
ways. The survey included, on the one hand, some employees who were not 
engaged in interstate commerce or in producing goods for commerce, and who 
are, therefore, not protected by the Fair Labor Standards Act. On the other 
hand, the survey did not include office and sales workers and other nonproduc- 
tion employees who are subject to the act. Also, the survey data make no allow- 
ance for factory workers in seasonal industries who were not employed during 
the April period. Furthermore, the level of employment in nonseasonal indus- 
tries was somewhat lower in April 1954 than in September 1953. 

The estimated percentage distribution by hourly earnings of production work- 
ers is a reasonable approximation of the distribution for all covered workers. 
Accordingly, the percentages derived from the Bureau of Labor Statistics survey 
have been applied to estimates of covered émployment in each industry group. 

The following tables are included in this exhibit: 

Table C-1. Estimates of the number of wage and salary workers earning less 
than 85 cents, 90 cents, $1, and $1.25 and the direct increase in annual wage bill 
resulting from these minimum wage rates. 

Table C-2. Estimates of the percent of production workers in manufacturing, 
earning less than 85 cents, 90 cents, $1, and $1.25, United States and regions, 
April 1954. 

Table C-3. Estimates of the percent of production workers in durable and non- 
durable goods manufacturing industries earning less than 85 cents, 90 cents, $1, 
and $1.25 an hour, United States and regions, April 1954. 

Table C-4. Estimates of the percent of men and women production workers 
in manufacturing industries earning less than 85 cents, 90 cents, $1, and $1.25 
an hour, United States and regions, April 1954. 

Table C-5. Percentages of workers earning less than specified amounts per 
hour in selected manufacturing industries, April 1954. 

Table C-6. Estimates of the percent of production workers earning !ess than 
85 cents, 90 cents, $1, and $1.25 an hour, and the percent direct increase in the 
wage bill resulting from these minimum wage rates in recently surveyed low- 
wage industries, United States. 

Table C-7. Estimates of the percent of production workers earning less than 
85 cents, 90 cents, $1, and $1.25 and the percent direct increase in the wage bill 
resulting from these minimum wage rates in recently surveyed low-wage indus- 
tries, southern States. 

Table C-8. Percent of workers in specified branches of the communications in- 
dustry earning less than 90 cents, $1, and $1.25, October 1953. 
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TasL_eE C-1.—EKstimates of the number of wage and salary workers earning less 
than 85 cents, 90 cents, $1, and $1.25, and the direct increase in annual wage 


bill resulting from these minimum wage rates 


Specified minimum wage rate 
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ified wage bill 
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| 
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! Cmpilbeiat canis as of September 1953 were used as the hase for these ien 


TABLE C—2.—Estimates of the percent of production workers in manufacturing 
earning less than 85 cents, 90 cents, $1, and $1.25, United States and regions, 
April 1954 





Percentage of production workers 





North- | Middle Far 
| West West 














Average hourly earnings. ................ pa eotrernay a 








TasL_e C-3.—EZstimates of the percent of production workers in durable and non- 
durable goods manufacturing industries earning less than 85. cents, 90 cents, 
#1, and $1.25 an hour, United States and didaictaisia. sasliid 1984. 


Percentage of production workers 





| United States South = Northeast | Middle West | Far West 


: a Mites 


Straight-time average 
ourly earnings 





Non- 
| Dur- 
dur- } | ‘able 





$1.25 and over 
Average hourly earnings. - - - 








' Less than 0.05 percent. 








AMENDMENT TO INCREASE THE MINIMUM WAGE 183 


TaBLE C-4.—Estimates of the percent of men and women production workers in 
manufacturing industries earning less than 85 cents, 90 cents, and $1 and $1.25 
an hour, United States and regions, April 1954 





Percentage of production workers 





Straight tne avon Be hourly | United States} South Northeast | Middle West |. Far West 





Men | Women Men | Women Women} Men | Women 





Under 85 cents 
Under 90 cents 
Under $2.00. 4853 sins on 20k 2 28 
Under $1.26. tis. -b cannande 
$1.25 and over............... ¥ 


Average hourly earnings 


0. 


5. 
8. 
5. 


Beene 
@Qrnoce 





39. 1. 
60.4 | 98. ; 
$1. ’ . 08 $1. ? $1.36 |$2. $1. 46 











= 
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TABLE C—§.—Percentages of workers earning less than specified amounts per hour 
in selected manufacturing industries, April 1954 


The attached tabulation was prepared in the Bureau of Labor Statistics from 
data collected in a broad survey of straight-time hourly earnings of factory 
workers in the United States. 

The scope and method of study are provided in the appendix to Bureau of 
Labor Statisties bulletin No. 1179, “Factory Workers’ Earnings: Distributions by 
Straight-Time Hourly Earnings, April 1954,” the full report on this study. 

The industrial categories in the table correspond to the 2-digit major groups 
and 3-digit industry groups as defined in the Standard Industrial Classification 
Manual, volume I, Manufacturing Industries (November 1945 edition), as pre- 
pared by the Bureau of the Budget. It should be noted that it was not possibe to 
provide estimates for all major groups and industry groups in manufacturing. 


63489 O—55——-14 
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TABLE C-5.—Percentage of workers earning less than specified amounts per 
hour’ in selected manufac‘ ~ing industries, April 1954 
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See footnotes at end of table, p. 1632. 
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TABLE C5. Percentage of workers earning less than specified amounts per 
hour ‘in selected manufacturing industries, April 1954—Continued 


Total Estimated percentage with hourly 
produc- earnings under— 
Industry tion 


ee 
employ- . 
ment 80 cents | 85cents 90 cents 





me 
8a 
Chemicals and allied products * 534 


Industrial inorganic chemicals 67 

industrial organic chemicals 202 

Drugs and medicines 57 
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Petroleum refining 
Leather and leather products * 
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Footwear (except rubber) 


Stone, clay, and glass products ? 




















Glass and glassware, pressed or blown. 
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See footnotes at end of table, p. 1632. 
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TABLE C-5.—Pereentage of workers earning less than specified amounts per 
hour * in selected eopevcrfuetnenets-s industries, April Beem RHE 


Estimated percentage with hourly 
earnings under— 





85 cents | 90 cents 





Machinery (except electrical) 





Engines and turbines _. 

Agricultural machinery ‘and tractors... 

Construction and mining machinery 
and equipment 

pent gel nw machinery 

Special industry machinery (except 
metalworking machinery) 

General industrial machinery and 
equipment 

Office and store machines and devices_- 

Service industry and household ma- 


Miscellaneous machinery parts 
Transportation equipment ? 
Motor vehicles and motor-vehicle 








ship and equipment 
Professional, scientific, and 
instruments; photographic and optical 
goods; watches and clocks ? " . 4.2 
Miscellaneous manufacturing industries ?_ 23 x 18.1 











Costume jewelry, costume novelties, 
buttons, and miscellaneous notions 

51 5.8 13.6 37.3 

59 22 3.4 7.6 12.5 


126 15 3.2 5.6 10.7 























! “1 Exelndes premium pay for overtime and for work on weekends, holidays, and late shifts. 
? Also includes data for industry groups or industries not shown separately. 
3 Less than 0.05 percent. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 
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TABLE C-8.—Percent Of workers in specified branches of the communications 
industry earning less than 90 cents, $1, and $1.25, October 1953 


Percent of workers ' earning less than 


Industry or branch ! A deep ishiareacanimeenias sats 
z MWcents | $1.25 2 





Communications 
Class A telephone carriers 3_. 





Euiat ng. officials and managerial assistants. 
? Estima) 
) Interstate telephone carriers with annual operating revenue exceeding $250,000. 
‘ Less than .05 percent. 
Excludes 34 employees working outside the continental United States. 
‘ Covers employees of radio and telegraph carriers with annual geunting revenue exceeding $50,000, 
excludes 1,163 employees working outside the continental United States 
Covers employees of ocean-cable carriers with annual operating revenue exceeding $50,000, excludes 
335 employees working outside the continental United States. 
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POREWORD 





The effects of minimum - wage legislation on such business variables as 
wages, employment, prices, technological change, and profits are of interest 
to legislators, administrators, and others concerned with economic affairs 
and labor standards. Yet little research on these effects in this country 
has ever been attempted. One major obstacle to study of this type is the 
difficulty of trying to isolete the influences of a single factor such as 
the minimum wage from the many forces simultaneously acting on the economy, 
This difficulty has been made especially great by the strong pressures on 


business created by war and defense programs since the Fair Labor Standards 
Act became law in 1936. 


The absence of empirical information on minimum-wage effects was evi- 
dent during the Congressional hearings conducted prior to enactment in 1949 
of major amendments to the Fair Labor Stendards Act. These amendments were 
the most substantial made in the Act since ite adoption, and included sub- 
stantive or procedural changes in most important phases of the lew. The 
chief change was the increase in the statutory minimum hourly wage from 40 
to 75 cents, effective January 25, 1950. It is estimated by the Divisions 
that the higher minimum brought direct pay increases to 1.3 million employees. 


In an effort to provide some information on minimum-wage effects and 
so partially fill the gap in this field, the Divisions in 1950 undertook a 


research program to evaluate the impact of the new rate. This program took 
the following forms: 


l. Field surveys were made in five low-wage manufacturing industries: 
Southern sawmilling, fertilizer, men's dress shirts and nightwear, men's 
seamless hosiery, and wood furniture (except upholstered). These surveys 
were jointly planned by the Divisions and the Bureau of Labor Statistics, 
U. S. Department of Labor, but: were amas conducted by representatives 
of the latter agency. 1/ 


One qualification may be noted here concerning the payroll entries 
copied in the course of the surveys. These entries were transcribed with 
no question of their application to or compliance with the Fair Labor 
Standards Act.. Enforcement experience of the Divisions indicates that 
payroll recorde may in some cases understate the degree of noncompliance 
with requirements of the lew. To the extent such understetement occurred, 
the entries consulted in the surveys did not present. a true picture of 
actual weges paid and of other job conditions and may have led to unwar- 
ranted conclusions about the impact end effects of the minimum-wage increase. 


2. Investigations were made of every complaint or report of plant 
shutdown, curtailment, or other adjustment problem allegedly caused by the 





published by the Bureau of labor Statistics, Three 
in the Bureau's second serics of Wage Structure bulletins, 
sata, toe’ eaebuaeten 


» and the men's dress shirt and nightwear 
Monthly labor Review, Aug. 1951, pp. 166-170). 
sae ct ae ee te Sau Rian elie aad atl’ funnheete teats 
facture, are summarised in later Review, June 1951, pp. 


63489 O—55———-15 





200 AMENDMENT TO INCREASE THE MINIMUM WAGE 





higher minimum. These investigations involved surveys of establishments 
engaged in oyster canning in the Gulf erea, hand manufecturing of cigars, 
rew-sugar producing in Louisiana, and also of 41 other establishments 
scattered through verious industries and parts ofthe country. It is 
estimated that the enterprises studied in this phase of the research e 
gram employed a maximum of about 38,000 workers in 1950. 


3. A comparison was made of the movements of hourly earnings be- 
tween 1949 and 1951 in 17 selected industries, some presumed substantially 
affected by the 75-cent rate and some presumed to have felt little or no 
direct effect. This comparison also was made for another period when the 
minimum wage exerted significant upvard pressures on pay levels, 1938. 
through 1941, and for @ period when it 41d not, 1942 through 1949. 


The research project of the Divisions was limited in intent in that 
it did not aim to examine the minimum+wage impact on total business activ- 
ity, thet is, on national aggregates of income, employment, and production, 
or on over-all price and earnings levels. The program rather was generally 
directed at only a few industries and establishments, selected chiefly 
because they were low-wage units likely to be or repo:ted to be substan- 
tially effected by the higher minimum. The primary design of the program 
was thus to emphasize areas believed to have experienced relatively signifi- 
cant adjustments. Other industrial areas, presumably influenced to « = 
marked degree if et all, were not studied. 


The purposes of the program were frustrated to some 
course of political events during 1950. The invasion of 
the consequent United Nations action took place only 
75-cent rate went into effect, and the economic impulses 
international developments overshadowed the new minimm and 
assessment of ite longer-run influences. As ea result, 
immediate, short-run effects of the 75-cent rate--those 
the comparatively stable economic climate of first helf 
minable with any degree of clerity. 


The present report describes the results 
Divisions. Chapter 1 summarizes the informati 
the succeeding chapters and is intended as a genera 
concerning the effects of the 1950 minimum-wage increase. Chapters 2 
through 6 describe the studies made of the five low-wage manufacturing 
industries, Chapter 7 presente the results of investigating specific con- 
plaints and reports of problems in adjusting to the higher minimum rate, 
and Chapter 8 assesses the effects of minimum-wage legislation in terms 
of earnings in 17 selected industries, some presumed substentially affected 
by such legislation and some presumed not. 


The report was written Joseph F. Fulton, staff economist of the 
Division of Research and & » under the general direction of 
Harry Kanto., Director of the Division, and the immediate supervision of 
Max Schiferl, Assistant Director. 


Harry Weiss 
Assistant Administrator 
Wage and Hour end Public Contracts Divisions 
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INTRODUCTORY NOTE 


The following terms are frequently used in this study and, un- 
less otherwise defined, have the following meanings: 


Average hourly earnings: Straight-time earnings, excluding premium 
pay for overtime and night work. 


Direct wage effects: The influence of the minimum rate on earnings 
of subject employees previously receiving less than that rate. 


Indirect wage effects: The influence of the minimum rate on earnings 
of subject employees already receiving that rate or higher, or 
on earnings of nonsubject employees. 


Nonwage effects: The influence of the minimum rate on variables other 
than wages, notably employment, plant closings or curtailments. 
product prices, profits, hours of work, hiring policy, and tech- 
nological changes such as introduction of labor-saving equipment 
or other new production methods. 


Plant workers: Exclude office workers and administrative, executive, 
and professional employees. When classified by occupation, also 
exclude inexperienced, apprenticed, and handicapped workers. 


Subject employees: Employees entitled to the benefits of the Act, 
being both covered, because engaged in interstate commerce or 
the production of goods for interstate commerce, and not exempt- 
ed by any of the exemption provisions of the Act. A subject 
industry is one in which the majority of workers are subject 
enployees. 
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CHAPTER 1 


SUMMARY OF 


Despite, or perhaps because 
of, the scarcity of factual infor- 
mation on the subject, the effects 
of minimum-wage legislation has 
long been a topic of warm discus- 
sion. At one extreme is the view 
that the only effect of a minimum 
wage is to raise the income of the 
unorganized, substandard-wage 
worker at the expense of unjustly 
high business profits or unfairly 
low consumer prices. At the other 
extreme is the view that the going 
wage structure has been competi- 
tively arrived at, represents the 
fair value of workers’ products, 
and cannot be interfered with 
without causing unemployment and 
@ national-income decline.  Be- 
tween these two limits lie vari- 
ous other theories, each with its 
own assumptions, social philoso- — 
phy, and isolated supporting data. 


The present report attempts 
to throw some empirical light into 
the controversy. The report de- 
scribes the effects of the January 
25, 1950 increase from 40 to 75 
cents in tae minimum hourly wage 
rate required for employees en- 
gaged in interstate commerce or in 
the production of goods for inter- 
state commerce. Its findings must 
be interpreted in terms of the 
health of business at the time the 


effects of the increase were making | 


themselves felt. The economic 
state of the nation plays perhaps 
the chief role in the response of 
employment, prices, profits, and 
other variables to the introduction 
of a higher minimum. 





to suppliers, or operating at nar- 
rower profit margins. But in the 
long run, those to whom the burden 
has been shifted have had time to 

make ad justments--consumers to 
firms or products, suppliers 
other outlets, capital to other 
tments--and if they do so, a 
short-run impact may develop 

a long-run effect of major 
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adverse proportions. On the other 
hand, a stormy short-run impact 
may turn into a tranquil long-run 
adjustment in an industry when 
abandoned operations and curtailed 
outputs lead to higher product 
prices, improved profit possibili- 
ties, and a resumption of prgauc- 
tion. 


As is brought out more fully 
below, the industries studied for 
this report adjusted to the 75- 
cent rate with only minor effects 
other than the required pay in- 
creases. Though this may well 
have been the long-run result, as 





it was the short-run one, even with- 
out the inflationary pressures cre- 
ated by such events as a boom in the 
construction industry and the Korean 
conflict, those pressures undoubted- . 
ly helped the affected industries 
meet their higher vage bills. 


The present chapter is in- 
tended as a summary of the findings 
of the research program of the 
Divisions concerning the effects 
of the 1950 minimum-wage increase. 
Material in this chapter is ab- 
stracted: from the detailed infor- 
mation presented in the rest of 
the report. 
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Effects in Five Low-Wage Manufac- 
ti es 

The core of the Divisions’ 
investigation involved surveys 
of five manufacturing industries 
(described in Chapters 2 through 
6): Southern sawmilling, ferti- 
lizer, men's dress shirts and 
nightwear, men's seamless ho- 
siery, and wood furniture (except 
upholstered). These industries 
are low-wage ones. In 1950, 
Southern sawmilling, seamless 
hosiery, and men's dress shirts 
and nightwear ranked among the 
lowest - paying 5 percent, fer- 
tilizer and wood furniture (ex- 
cept. upholstered) among the low- 
est - paying 10 percent, of the 
approximately 200 manufacturing 
industries for which comparable 
data on averaze hourly earnings 
were available. 1/ 


A. Wage effects 


Table 2,which presents high- 
lights of the wage-structure pic- 
ture in the five industries im- 
mediately before and after the 
75-cent wage went into effect, 
emphasizes the substantial nature 
of wage adjustments needed, ex- 
cept possibly in wood furniture 
manufacture, to meet the higher 
requirements of the new rate. 
This was especially true for 
Southern sawmilling, where the 
estimated direct wage-bill in- 
crease amounted to 14 percent. 
With but few exceptions, this in- 
crease was higher than had been 
previously imposed on any indus- 





industry-committee recommenda- 
tion or by the statutory hourly 
minimums of 25 cents in 1938 
and 30 cents in 1939. 


Of course, any test of in- 
pact based on estimated percent 
waze-biil increases is subject 
to various qualifying considera- 
tions, among the more important 
of which are the following: 


1. The proportion which 
labor costs are of total costs. 
It would be a much greater prob- 
lem, for instance, to offset a 
10-percent increase in labor 
costs when they amount to 50 per- 
cent of total costs than when 
they amount to only 15 or 25 per- 
cent. 


2. Opportunities for tech- 
nical improvements. An in- 
creased wage bill may not mean a 
similar increase in unit lebor 
cost if production methods are 
improved or work flows expedited. 
Where labor-saving capital 
equipment is substituted for 
hand work, increased wazes may 
mot necessarily mean a similar 
advance in total costs though 
they may create some unemployment 
in the industry. 


3. The market position of 
firms in the industry. This 
would determine the extent to 
which increased costs can safely 
be passed on to consumers in 
higher prices, and depends on 
several factors: 


a. The seneral state of 
business. A wage-bill advance 
is more easily absorbed when de- 
mand, prices, waves, and profits 
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are generally rising than when they 
are stable or falling. 


b. The degree of competition 
facing the products of the industry. 
As a rule, a product can be more 
readily increased in price without 
an excessive decline in sales when 
few if any satisfactory substitutes 
for it are available at a competi- 
tive price. It would be easier to 
raise the price of cigarettes than 
of lamb without losing sales, for 
example, because there are few ade- 
quate alternatives for cigarettes 
but many comparably priced meat and 
other food substitutes for lamb. 


c. The degree of competition 
within the industry. The mre com- 
petitive an industry, generally 
speaking, the less the capacity of 
individual firms to raise prices to 
consumers or lower prices to sup- 


fifth in fertilizer, 
38 pereent in the regions 
data for men's seamless hosiery 


a 
Bes 


for wood furniture are classified 
(Table 2) 


The upward wage impact of the 
minimum was greater not only in the 
lower-paying industries but also in 
the lower-wage regions. In Southern 


only 5 percent in the highest-wage 
Border States. In fertilizer manu- 
, the 75-cent rate seemed to 
had an effect in only the three 
regions, all in the 
bringing pay levels in 
three regions closer to those 


low-paying regions, experienced com- 
paratively large earnings increases 
while the Middle Atlantic States, 
another important. 


gions had a relatively small aver- 
age-earnings increase of only 4 per- 
cent. In men's seamless hosiery and 


in woed furniture, the minimum had 


the percent range in regional earn- 
ings levels. 


The tendency for the 75-cent 
minimum to narrow percent wage dif- 
ferentials between lower- and high- 
er-wage industries and regions was 
also evident in wage data classified 
by plant. In Southern sawmilling, one 
of the two industries which have data 
so classified, the lower the average 
Plant wage in last quarter 1949, 
the larger the average-earnings 








baal rita fh UFeAHaHiT 
i i ae i i 
i te 


Heel 


i 
Hie f L itil 3 


Ht 





agg ma 
ewes enpeci~ 
sawmilling 
furniture 
cee 


; 
E 
z 
: 
Z 
3 


The shift of workers from 


below 75 cents an hour was ac- 
companied by a marked 


concentration at 


ified, short-run percent wage-bill “average os 
advances were larger in lower- 

wage nonunion plants than in high- | 

er-wage union ones and in lower- 


wage small-community establish- 


ments than in higher-wage large- 


other industry with data so class- 
community ones. 


increase by March 1950. In men's 
dress shirts and nightwear, the 





208 





209 


: 
BS 
: 
4 
: 
5 
: 
& 
2 
2 
5 





te ag 


sHbee ‘4 i 








sibeieys 
tt igys 
ait 


if 


Fitts 
33 
: Hi 


ae 


210 


AMENDMENT TO INCREASE THE MINIMUM WAGE 





compression of regional pay 
scales. On the other hand; in 
men's dress shirts and night- 
wear, a substantial proportion 
of pay reises between March and 
November 1950 were in uniform 
percent amounts and this tended 
percent spreads 
among occupational rates and 
within industry and regional 
wage structures. Pay advances 
in wood furniture between March 
and October 1950, because they 
were mostly in the form of un- 
iform cents-per-hour amounts 
for all plant workers receiving 
the raise, had a contracting ef- 
fect on percent differentials 
within regional wage distribu- 
tions and among occupations. 


In October-November 1950, 
earnings levels in lower-wage 
jobs, regions, and plants were 

closer 


generally percentage - 
wise than in 1949 to those in 
higher-wage ones, primarily be- 
cause of the compressing tenden- 


cies of the amended minimum ea 


despite some opposite, widening 
influences: ve nae Arent 


1 


The latter. influences: continued  - 


to make inroads into the re- 
sults effected by the 75-cent 
rate. according to wage surveys » 
in 1952 im the men's seamless 
hosiery and the wood furniture 


in relative position gained 
through minimum-wage legislation 





ited 


attenuated by factors favoring 
higher-wage workers, at least in- 
times of inflationary pressures 
such as the 1950-53 period. This 
does not argue against e statu- 
tory minimum since without it the 
poorer-paid employee would prob- 
ably be at an even greater com- 
parative disddvantage than he how 
is. But it does call attention 
to the possible value of a more 
frequently adjusted minimum rate, 
designed to prevent the earnings 
of low-wage workers from falling 
behind the trend of other wage 
earnings in the economy, particu- 
larly when e sharp inflationary 
upturn raises pay rates to a 


on @ high wage base than on eae low 
wage one. 


B. WNonwage effects 


ducing or averting any advance in 
unit costs. These efforts may in- 
clude improvements in production 
methods, installation of labor- 
saving equipment, and hiring of 
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effects on such variables as em- 


consequences of a relatively 
short-run nature are determin- 


able with any degree of clarity. 
Although 


minor too, even without the un- 
favorable economic 
developments after mid-1950, 
circumstances prevented the de- 
termination of this. 


In three of the industries 


ployment 

that factors other than the 
75-cent rate contributed to the 
L-percent short-run drop in em 
ployment there. 


Among the Southern sawnills, 
only 1 or 2 percent of tk» 
Plants contacted during the last 
survey before Jarnwary 25, 1950 
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the Korean outbreak in midyear 


1950 most 


other prices advanced 
These advances can 





provisions of the Act and of 1.3 


have felt seriously adverse ef- 
fects because of the amended 
minimum, but if so, their dif- 
ficulties were not revealed to 
the Divisions. 


The experiences of the es- 
tablishments studied represent 
cases of major unfavorable ad- 

and are believed not 


higher 
price 
the Korean 


itz 
ee 
aces 

a 


other than the 75-cent rate 
were partly responsible for 
closings, curtailments, and lay- 
Esti- 


veyed activities involved 
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between 2,000 and 3,000 workers. 
A very few establishments claimed 
effects on capital and 
production methods (6 plants), 
hiring policies (5 plants), hours 
of work (4 plants), ani prices 

(4 plants). 
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wage nonsubject trades, and 
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121 percent in high-wage employ- 





This factor, plus the upward in- 
of the minimm wage, re- 

sulted in a larger percent earn- 
ings gain between 1938 and 1951 
for the low-wage subject activ- 
than for either the high- 
wage industries or all manufac- 
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Conclusions 


Though causing significant 
payroll increases, the 75-cent 
rate had only very minor determin- 
able effects on employment and 
other nonwage variables in the 
five low-wage manufacturing indus- 
tries surveyed. Even within as 
selected a group of establishments 
as those with reported adjustment 


the whole not very substantial. 
The Korean development undoubtedly 
helped the affected firms meet 
their higher wage bills, 


workers, industries, regions, . 
plants, and occupations. It there- 
fore tended to narrow percent earn- 
ings differentials within industry, 
regional, and plant wage struc- 
tures, and among industries, re- 


brought closer to higher-paid ones, 
percentagewise. In two industries 


substantially within the Act, the 
extended 


impact of the minimm 

indirectly to wages of nonsubject 
employees, especially where the 
employees worked in establishments 
which had subject workers also. 





The wage increase to 75 cents 
an hour after January 1950 was 
accompanied by a marked concentra- 
tion of workers at or very near 
the 75-cent level, especially in 
industries where time rates formed 
the basic pay system. Short-run 
indirect effects on wages already 
equal to or higher than 75 cents 
an hour were not great. 


After March 1950, economic 
influences other than the minimum 
predominated and affected wage 
relationships in a manner generally 
opposite to the short-run impact of 
the 75-cent rate. Because of this, 
some of the relative advantages 
gained by lower-paid workers had 
been lost by the time of the final 
surveys taken, 


A comparison of changes in 
hourly earnings between 1938 and 
1951 in 17 selected industries 
shoved that the minimum-wage in- 
fluence appeared chiefly respon- 
sible for a larger percent increase, 
in both money and real terms, for 
low-wage industries subject to the 
Act -than for the other industries 
analyzed. Here again, the vercent 
earnings advances of workers in 
low-wage activities tended to fall 
behind these of workers in higher- 
wage activities when the upward 
pressure of the minimum was not a 
dominant factor. 
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CHAPTER 2 


EFFECTS IN THE SOUTHERN SAWMILLING INDUSTRY 


A third payroll investigation 


#3 


$3 
il 


marked alteration in the industry's 
wage distribution, caused chiefly 





The industry discussed in 
this chapter incluies those 


States primarily engaged in saw- years after introduction of the 


establishments in 1, Southern 
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Table 4, Increases in average 
































a/ Totals may not afd to 100 because of rounding. 
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by changes at its lower end, and 
a resultant li-cent advance in 
average hourly earnings to 80 
cents. By March 1950, the pro- 
portion of workers receiving less 
than 75 cents an hour had declin- 
ed to under one-tenth, most of 
those leaving the below 75-cents 


ly offset by reducing overtime 
for the less skilled workers 
and allowing their more skilled 
workers some overtime result 
in a larger take-home pay." 


nents is evident from Table 4. 


Direct pay adjustments needed to 
raise to 75 cents an hour earn- 
ings below that amount involved 

an estimated wage-bill increase 

of 1, percent. 1/ The actual short- 
run increase in average hourly 
earnings was very nearly that: 16 
percent. During the same time, 
incidentally, average hourly earn- 
ings rose only 2 percent for all 
manufacturing industries as a 
group. 2/ Between last quarter 
1949 and April 1953, however, aver- 
age earnings for ali manufacturing 
activity rose 25 percent, 3/ an 
increase equal to that for the 
surveyed Southern sawmills over 
the same period (Table 4). The 
advance in all-manufacturing aver- 
age earnings thus caught up with 
that in Southern sawmilling despite 
the marked upward short-run effect 
on the latter of the higher mini- 
mum; the three-year earnings in- 
crease between March 1950 and 

April 1953 in Southern sawmilling 
was only 8 percert: 6 cents an 
hour (Table 4). 


This 8-percent advance was 
accompanied by some widening of 
the wage structure of the industry, 
waich had been compresesd by the 
short-run impact of the minimun. 


| 3/ With but few exceptions, this esti- 
mated increase was higher than had been 








In this Chapter the “short-run® re- 
ers to the period between last quarter 
1949 and March 1950, 


$e Bg Se Sees mane ot 
Statistios, Wage Structure Series 
2, Noe 76, lamber in the South 1949 and 
1950, pe 1. 


qualifying considerations, some 
of — are discussed in Chapter 1, 
PPe . 


Se Department of Labor, Bureau of 
Statistics, Monthly Labor Review, 
Table Cal. 


2/Seme. 
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This widening is shown by a disper- 
sion to higher wage levels of the 
marked concentration of workers 
earning below 80 cents an hour, from 
74 percent of total plant employees 
in March 1950 to 47 percent in 
April 1953 (Table 3 and Chart 2). 
It is shown too by the data on 
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The low-wage nature of South- 
ern sawmilling is further evi- 
denced by data on occupational 
earnings. Of the 29 key occupa- 
tions in the industry, workers in 


wage listed positions by 13-14 
percent, and in the three highest- 
paid listed jobs by 6-9 percent. 
This impact variation served to 
narrow the range in occupational 
wage rates, 


The pattern between March 
1950 and April 1953 appeared re- 
versed, on the basis of somewhat 
linited data. During this three- 
year span, of the five Table 5 
positions for which April 1953 
es data are available, the three 

cnuities thats gained in average 

to 12 percent, the two 

pres ones 15 to 16 percent. 
Even 80, percent wage gains between 
last quarter 1949 and April 1953 
were generally greater for the 
lower=paid jobs so that workers 
in them were relatively better off 
at the latter date. 


As noted in Chapter 1, one 
general effect worthy of investi- 
gation is the indirect influence 
of labor-staniards legislation on 

not subject to such 
legi ‘ion. The sawnill surveys 
permitted some inspection of this 
kind of influence. Loggirg workers 


in plants with 12 or fewer. log- 
ging employees are exempt from 
the wage and hour requirements of 
the Fair Labor Standards Act. 
This exemption, found in Section 
13(a)(i5), was provided by the 
1949 amendments to the Act. 


The field surveys in Southern 
sawmilling collected wage data for 
logging workers so exempt, ani 
compared their earnings with those 
of sawnill workers in the sane 
plants. This information, srmma- 
rised in Table 6, shows that the 
minimm-wage exemption has been 
used little if at all in integrated 
plants with 12 or fewer logging 
employees, The proportions of 
workers averaging subminimm wages 
in these plants were, in March 1950, 
9 percent of sawnill workers (pos- 
sibly engaged in intrastate commerce) 
ani 12 percent of logging personnel, 
and in April 1953, 1 percent of 
sawmill workers and 2 percent of 

- Thus in each survey 
period the percent of exempt log- 
gers receiving below 75 cents an 
hour was not much more than that 
of nonexempt sawnill workers. The 
wage distributions for the two 
types of workers, especially in 
the earrings intervals below 80 
cents an hour, were also very 
similar i ‘each survey period; evi- 
dently the same rates were 
for jobs of couparable skills, train- 


and competition for labor. 








1/ Ue Se Department of Labor, Bureau of 
Statistios, Wage Structure Series 
amber in the South 1949 and 

ll, ppe 16-20. 





ions exclusively logging and no 
sawnill 
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Table 6. Percent distribution of sawmill and ens wemeewre §/ in Soaretys 
Southern swmilis with 12 or fewer workers, average hourly 
earnings, three payroll 1949-53 





hour: os Percent of plant workers receiving avg. 
rpetare, g hemes mm ma at: b/ 











Cot.—Deo. 1949: Sawmill workers u 


Logging workers $ 4 

March 1950: Semill workers 
86 50 
83 #8 


April 1953: Semi workers 

















workers 








Logging worker: 
In integrated Southern sawmills with 12 or 
* Wee Sest 2,000 seth an 18,00 
sewmill and 14,000 logging workers in 
b/ Totals may not add to 100 because of rounding. 
Sources U. S. Department of Labor, Burem of Labor Statistics. 
Series 2, Ho. 76: 


from Wage structure 
» Table Pe 12. Data for April 1953 from unpud 











B. Regional wage effects 


As might be expected, the 
lower the average hourly earnings 
in last quarter 1949 and the high- 
er the proportion of plant workers 
then receiving less than 75 cents 
an hour in a given region, the 
greater was the immediate impact 
of the new minimm. This is showm 
in Table 7-the lowest-wage South- Regional distributions 
east region had the largest, the are ‘shown in 8. These dis- 
highest-wage Border States the tributions emphasize that the 
smallest, short-run increase in earnings advances vere 
average earnings. This caused a 
significant narrowing of spreads 
between regional wage levels, from 
a 15-cent difference between 
lowest and highest regional 
earnings in last quarter 1949 to 
a 6-cent difference in March 1950. 


A slight reversal of pattern 
between March 1950 and April 1953, 
with the lowest-wage area having 
the smallest average-earnings 
advance, was not enough to erase the 
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Table 7. ‘Incresses in average hourly earnings of plant workers in Southern 
2 sewnills, 


region, 1949-53 





in org. Mage oa 
relte te 75 omits She _brly.carnings | 
hrly. 
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Southeast: 
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Mareh 1950 
Apr il 1953 
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Jabor Statistics. Data for 1949 and 
damber in the South 1949 ani 1950, 
or April 1953 from press release of August 14, 
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Table 9e Increases in average 
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In March 1950, these structures 
were extremely compressed, with 
7 or more of every 10 work- 
ers averaging between and 
84.9 cents an hour in every 

earnings group except the two 
highest (Table 10). 


Wage movements between March 
1950 and April 1953 tended to re- 
versé the short-run impact of the 


nit tee er eae 


spreads between average 





earnings. The difference between 
lowest. and ‘highest plant earnings 
in April 1953 was 29 cents 
(Table 11) compared to 18 cents 
But the larger 
advances occurring in the higher- 
paying mills over the three-year 
interval were not enough to 
restore plant earnings differen- 
tials to their levels as of last 
quarter 1949 when the spread 
between. lowest and highest plant 


__@verage earnings amounted to 39 


cents. 
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Percent distribution of workers in Southern semdlis, by average 
hour: and acoording to their last—quarter 
19a) urerage Leurhy earcingns tee sequel pertets 19050 
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about 2 percent, from 180 to 
176 thousand. These are esti- 
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to be the lowest of all. 1/ 
D, Effects on product prices 


Prices for Southern pine, 
she chief product of the South- 
ern sawmills, rose only slightly 
between January and April 1950, 
then increased sharply (Table 
12). The January-April advance 
may have been influenced by the 
new minimum, though demand or 
other factors may have been 
involved too, Rising prices 
from May 1950 on were probably 
caused chiefly by an increased 
lumber demand occasioned by the 
building boom then in progress. 





1/ Data on average hare in 

s paeee from U, S. Department 
- Labor, Burean of labor Statistics, 

athly labor Review, Table C-1, 

ey BLS series on average weekly hours 
of production workers in Southern 
sawmills was not begun until Jamary 
1949. 





Table 12, Index of wholesale price of 
by month, July 1949 
r 1950 


Southern pine, 
through 





(194749100) 





1950: Jan, 
Feb. 
Mar, 
Apr. 
May 
June 
85 July 
87 Aug. 
92 Sept. 
94 Oot. 12) 
94 Nove 
95 Dec. 116 


BEBRRsees 


5 








a/ Boards No, 2 or better, 1x6, carload 
te F.0.B, mill, 


Sources U, 5, Department of labor, 
Bureaw of Labor Statistics, Division 
of Prices and Cost of ldving, 





Simmary of Effects 


The 75-cent minimum had a 
marked short-rur. impact on the 


63489 O—55—-—17 





wage structure of the industry. 
Its influence was greater on 
lower-level wage rates than 

on middle-level rates, and on 
middle-level rates than on 
upper-level ones; this tended 

to narrow earnings differentials 
within industry, regional, an- 
plant wage distributions, It 
benefited exempt logging employ- 
ees in integrated sawmills 
almost as much as nonexempt 
workers, Its upward effects 
were more sutstantial in lower- 
wage than in higher-wage regions, 
occupations, and establishments; 
it thus exerted a contracting 
pressure on wage spreads between 
regions, between occupations, 
and between plants. The lower- 
paid units were brought closer 
to the higher-paid ones, in both 
percent and cents-per-hour terms. 


The wage movements which 
took place in the industry 
between March 1950 and April 
1953 reversed some of the leveling 
results of the higher minimm. 
The wage structure of the in- 
dustry was widened as concentra- 
tions of low-level earnings 
were somewhat dispersed. Most 
of this dispersion occurred in 
the higher-pay regions and 
mills. Percent gains in average 
earnings were larger in the 
higher-wage occupations and 
regions than in the lower-wage 
ones, though this was not 
encugh to completely dissipate 
the narrowing impact of the 
75-cent rate; over the entire 
1949-53 period studied, per- 
cent advances in pay levels 
were larger in the lower-wage 
jobs and regions. Though 
they cannot be so clearly shown, 
the wage relationships between 
higher- and lower-paying 
mills from 1950 to 1953, and 
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from 1949 to 1953, were apparently 
affected in much the same way as 
were relationships among occupa- 
tions and among regions. 1/ 


Because required wage ad- 
justments were large, it might be 


expected that the nonwage changes 
caused by the new minimum would 





cannot be so shown 





also be great. Yet the determin- 
able influences of the 75-cent 
rate on factors other than earn- 
ings were not generally substantial 
at the time of the March 1950 
survey. This may have been the 
longer-run result, too, even without 
the building boom which developed 
early in 1950, but the stimulus to 
lumber demand and prices created 
by that boom undoubtedly strength- 
ened the industry's ability to 
pay the higher minimum. 
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CHAPTER 3 
EFFECTS IN THE FERTILIZER INDUSTRY 


Background Date 


In 1947 there were 704 estab- 
lishments in the United States 
primarily engaged in manufacturing 
mixed fertilizers from one or more 
fertilizer materials produced in 
the same establishment, or in mix- 
ing fertilizer from purchased fer- 
tilizer materials. In early 
1950 the industry had an estimated 
663 plants with eight or more em- 
ployees, with 32,500 workers in 
them; of these plants and workers, 
over two-fifthswere located in 
the Southeast. 2/ Another fifth 
of the establi ts with eight 
or more employees, and of total 
employees in such establishments, 
were located in the Border and 
Southwest States. Thus the indus- 
try is primarily a Southern one. 
Minor concentrations of activity 
existed in 1950 in the Great Lakes 
and Middle Atlantic areas. 


To study the impact of the 
minimum-wage increase, field in- 
vestigations both before and after 
January 25, 1950 were made by the 
U. S. Bureau of Labor Statistics. 
The earlier survey was taken dur- 
ing March-April 1949, the second 





1/ U. S. Bureau of the Census, U. 8. 
Census of Mam factures «Il, 
® mmbe red 

rial 


and is part of 
(Mamfacture of) Chemicals 
Allied Products, 


Data in this sentence and in re~ 
mainder of paragraph from U. 8. 
Department of labor, Bureau of 
Labor Statistios, Wage Structure 
Series 2, No. 77, Fertiliser 1949 
and 1950, Table 1, pe 6 


about a year later during April- 
May 1950. The sample for each 
survey included half the plants 
having eight or more employees, 
with two-thirds of all the work- 
ers in establishments of that 
employee size. 1/ 





sage Effects of Minimum-Rate 


Like the Southern sawmill- 
ing study, the fertilizer inves- 
tigation made in April-May 1950 
occurred so soon after the 75- 
cent rate became effective that 
only the immediate, short-run 
consequences of the higher mini- 
mum are determinable. Though 
the early survey date has this 
limitation, it has at the same 
time the advantage of avoiding 
the economic pressures generated 
by the business upswing in this 
country after the North Korean 
invasion in June. 


The first of the two sur- 
veys was taken during the indus- 
try's 1949 peak operating period 
rather than during later months 
of slacker activity even though 
these would have more immediate- 
ly preceded the effective date 
of the 75-cent rate. (The more 
active season in fertilizer 
manufacture occurs during the 
first five months of each year, 
with a peak in March and April.) 
Selecting a survey period as 
much as nine to ten months before 
January 1950 has at least one 
major disadvantage, that during 








2/ Findings from the two mrveys have 
already been published by the U.S, 
Bureau of labor Statistios in its 
Wage Structure Series 2, No. 77, 
Fertiliser 1949 and 1950 
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this interval pay and other 
changes may have occurred inde- 
pendently of the 75-cent wage 

and these of course would have 
influenced the payroll records 
transcribed in the 1950 field 
study. For example, average hour- 
ly earnings of fertilizer produc- 
tion workers increased by 2 cents 
between March-April 1949 and the 
last quarter of that year. 1/ 
This may have resulted from 
anticipation of the minimm-rate 
increase, or it may have been a 
seasonal advance. 2/ It may also 
have been partly due to longer- 
run labor-market forces. 3/ 


aD average o or 
April to $1.08 for October through 
December ( figures include premium 
pey for overtime and night work). 
Source: U. S. Department of labor, 
Bureau of labor Statistics, Monthly 
labor Review, Table C-1. 


"Hourly carnings for the spring 
peak tend to fall below carnings 
for earlier and later monthsecee 
This phenomenon may be explained 
by the hiring of edditional work- 
ers at minimum rates during the 
tmsy season, and by the fact that 
increased activity coours earlier 
in the South, where wage retes axe 
generally lower than elsewhere," 
U. S. Department of labor, Buresa 
of labor Statistics, Monthly labor 
Review, August 1943, “Hours and 
Earnings in the Fertiliser Indus- 
try, Jamary 1943," p. 339. 


Average hourly earnings for ferti- 
liser mn workers showed « 
steady advance during the postwar 
years, from 85 cents (1946) to 94 
cents (1947) to $1.02 (1948) te 
$1.08 (1949). (Figures include 


of labor, Bureau of labor Statis- 
bap Monthly labor Review, Table 


A. General and occupational 
wage effects 


Wage distributions in ferti- 
liser plants at the time of the 
two surveys are shown in Table 
13 and Chart 3. Between the two 
periods, the chief changes were 
(1) an increase of 5 cents (5 
percent) in average hourly earn- 
ings, from 92 to 97 cents, (2) a 
detrease in the proportion of 





Table 13, Percent distribution of 
plant workers in fertiliser estab~ 
lishwents, by average hourly earn 





earnings 
( cents) 





Less than 75 
7% =-— 74 
77.5 - 84.9 
eS = 94.9 
9S - 104.9 
105) = 114.9 
115 = 124.9 

125 or more 


Average hourly 
earnings 


Sef REEBSe 


0.97 »/ 











a/ Totals my not ad@ to 100 beomec 
ef rounding. 


b/ This amount represents « 5-percest 
eévance over the average hourly 
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plant workers averaging under 75 
cents an hour, from 24 to 5 percent, 
(3) an increase in the percent of 
workers averaging 75-77.4 cents an 
hour, fron 9 to 23 percent, (4) no 
change in the proportion of workers 
earning from 77.5 cents to $1,249 
an hour, and (5) an increase in the 
percent of workers earning $1.25 or 
more, from 13 to 17 percent, 


The most substantial of those 
changes was the transfer of most of 
the workers earning below 75 cents 
an hour in 1949 to the 75-77.4 
cents earnings class. A further 
significant aspect was the absence 
of other movement in the pay struc- 
ture except in the highest-wage 
levels, those of $1.25 an hour or 


cent wage differentials within the 
industry. 








average earnings 
large, but the pattern was fairly 
consistent. Hourly earnings 
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Table 14, Inoreases in avermge hourly earnings of plant workers in fertilizer 
establishments, by selected occupation, United States, 1949-50 





leverage hourly 


Inorease in 'e 
“ averag 
( cents pe 


























Wo foremen, process~ 
ing et 


RSiesisaiseissiszlea 








Mechanics, maintenance: 











Bele 





Source: Computed fromU. S. Department of labor, Bureau of labor Statistics 


Wage Structure Series 2, No. 77: Fertiliser 1949 and 


LL, pp. 17-22 


1950, Tables 10 ani 





15 compares 1949 and 
1950 wage structures in "inter- 
state" and "intrastate" plants. 
Pay scales in plants with intra- 
state business were much the lower 
of the two. 


state” establishments were 76 
cents compared to 96 cents in the 
“interstate” units and the propor- 
tion of “intrastate” workers aver- 
aging under 75 cents an hour was 
about half as against only one- 
fifth for "interstate" employees. 


cent advance in average hourly 
earnings and a wage-structure 
shift consisting primarily of a 
substantial transfer of workers 
from below 75 cents to 75-77.4 
cents an hour. In both cases 
there were relatively minor 
changes at hourly wage levels 
from 77.5 cents up. The higher 
minimim thus evidently influenced 
noncovered wages since these rose 
along with covered ones. 





Short-run changes in the 
wage scales of “interstate” and 
"intrastate" were similar 
to each other and to those for the 
industry as a whole, Both estab- 
lishment types experienced a 5- 





2/ Of whioh, in the “interstate” 
establishments, 2 cents represents 
the estimated cost of direot pay 
adjustments needed to raise to 
75 cents an hour earnings below 
that amount. (Computed from source 
data for Table 15.) 
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b/ Totals may mot a44 to 100 beomse of rounding. 
o/ lees than half of 1 percent. 


Sousoe: U. 3. Department of labor, Buresa 
Series 2, No. 77: Fertiliser 1949 and 1950, 
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whereas noncovered and covered 
fertilizer workers were 

by different operators in different 
plants. Personnel morale may suf- 
fer were an employer to differenti- 
ate in pay rates between employees 
simply because some are legally 
entitled to the minimum wage while 
others are not. To the extent this 
is an important factor, the minimum 
wage is more likely to affect the 
pay of non-subject employees when 
they work in places which also have 
a substantial proportion of subject 
employees than when they work in 
plants where most of the labor 
force are outside the scope of the 
Act. 1/ ' 


B. Regional wage effects 


These effects are summarized 
in Tables 16 and 17, which arrange 
the regions in ascending order of 
average hourly earnings in March- 
April 1949. Teble 16 shows an 
earnings increase between 1949 and 
1950 in every region, with the 
largest percent advances in the two 
lowest-vage areas. But the in- 
creases in these two areas, the 
Southeast and Southwest, and also 
the increase in the third low-wage 
region, the Border States, were 
probably effected in a different 








way from those in the rest of the 
country. Increases in the three 
Southern regions appeared due 
chiefly to required adjustments to 
the higher minimum. This was 
evidenced by transfers between 

1949 and 1950 of substantial pro- 
portions of Southern workers from 
below to 75 cents an hour or imme- 
diately above, and at the same 
time, relatively little change in 
the middle and wage-structure 
sectors (Table 17). Average- 
earnings increases in the five non- 
Southern regions were likely caused 
by factors other than the higher 
minimum, including perhaps the 
longer-run labor-market influences 
noted earlier in this. chapter (see pp. 
35-36 above). These five regions 
had very few workers earning below 
75 cents an hour in 1949, and the 
wage-structure changes occurring 
between then and 1950 involved 
transfers of workers from the 
hourly earnings classes below $1.25 
to that of $1.25 or more (Table 17). 


Regional data permit more 
detailed analysis of the wage- 
distribution changes for the entire 
industry which are summarized in 
Table 13. It is likely that the 
shift between 1949 and 1950 of a 
substantial number of workers from 
below to the 75-cent earnings level 
or immediately above was caused 
mostly by wage movements in the low- 
wage Southern areas. At the same 
time, the pay movements in the non- 
Southern areas were probably chiefly 
resporisible for the 1949-50 jump in 
the industry's proportion of 
workers earning $1.25 or more an 
hour. 


In the three Southern regions 
where it caused significant lower- 
level wage adjustments, the higher 
minimm reduced percent wage 
spreads within regional distributions. 
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Tts effects also served to bring 
pay levels in these three regions 
closer to those prevailing through- A. Effects on establishment 
out the rest of the country. mortality and employment 


Nonwage Effects of Minimum-Rate Though these effects were not 
Increase specifically investigated, there 


Table 16, arseees in =e hourly “oy Dalted states, 1505-5 in fertilizer 


average hourly Increase in sverage 











Mar-Apr. 1949 
Apr-May 1950 


ra 
soit: 88 
mar 8 
sooty’ 88 
aig 88 
ar 


Pacific: Mar.—apr. 1949 
Aprelay 1950 


a/ States in each region are as follows: 

Southeast: Georgia, Mississippi, North Carolina, South 
sevtiwests "Artoneas, Loutelanty Ashen, Terns} 
Dorter Statens Delaware, of Columbia, Kentucky, Maryland, Virginia, 
at oy Connecticut, Maine, Massactusetts, New Hampshire, Rhode Islani, 
Middle West: Kansas, Missouri, Worth Dakota, South Dakota; 
Middle Alaattor hoy erst, Sew fey Pnmephrein 


Great Lake ¥ 
2 ae, See a isconsing 


Seurcer Computed from U. Department of Lebor, Burem of Labor Statistics, Wag 
Structure Series 2, No. 77: Pertiliser 1949 ani 1950, Table 3, pe & . 
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Mare—Apre 
Apre-May 1 
Mare—Apre 1949 
Apr.-ay 


Sa Be BS 


Mare-Apre 1949 
Apre-May 


Mar e—Apre 
Apr.-ay 


Mare—dApre 1949 
Apre-May 1) 


Great Lakess Mare—Apre 1949 
Apre-May 


Pacific: Mare-Apre 1949 
Apr o-May 


oo ww S38 BN SS SK AS Bs] F 
go Sf Ho SF&F SR BB vo 
S¥ BE BN BE SE EE on we 


“Ww ~~ ao FP iw! 

















a/ Totale may not add to 100 because of routing. 
b/ Less than half of 1 percent. 


Sourves U. S. Department of labor, Bureau of Labor Statistics, Wage Structure 
Series 2, Noe 77: Fertiliser ant 1950, Table 3, pe 9. 


was evidently no decline in the the 1949 investigation. 1/ 2/ 
number of fertilizer plants with It is unlikely that this employ- 
eight or more workers. There 
vere 663 such establishments dur- v Seehighine savinates Se igs Wege 
ing the 1950 survey compared Structure Series 2 Mos 77, Pertic 
Liser 1949 and 1950, Table 1, p. 6. 








2/ Yor the entire industry, including 
of ee ote piers. ne 


total of 33.9 thousand shown by 


2/ sooording to U, S. Bureau of Labor 
Statistios estimates in its Wage 
Structure Series 2, No. 77: Fer 
tilizer 1949 and 1950, Table 1, p. 6. 
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ment decline was influenced very 
much by the higher minimum 
because there was little correla- 
tion within regions between impact 
and employment changes. Thus the 
Southeast States and the Great 
Lakes area had equal proportion- 
ate employment decreases though 
the former region was greatly 
affected by the 75-cent rate, the 
latter hardly at all. The South- 


west and Border States, experi- 
encing substantial wage ad just- 
ments because of the minimum- 
rate amendment, had percent 
declines in employment smaller 
than those in the majority of 
other regions. 1/ 


B. Effects on capital expen- 
ditures and production 
methods 


During the six-month period 
preceding April-May 1950, about 
25 percent of the surveyed estab- 
lishments reported the installa- 
tion of labor-saving equipment. 
Belt conveyors and improved sew- 
ing machines were most frequently 
mentioned. Employers also 
reported taking measures to im- 
prove plant operating efficiency. 
However, since no questions were 
asked by field representatives 
about the motivations behind 
these installations and changes 
in production methods, it is not 
known to what extent they were 
inspired by the minimum-vwage 
increase. 


During the years immediately 
preceding the new minimm, the 
industry appeared to be progres- 
sive in ite technical methods. 





Average man-hours expended per ton 
for all reported fertilizer pro- 
@ucts fell steadily over the 

years 1946-49, from 2.1 in 1946 
to 1.8 in 1949. 1/ According to 
a U. S. Bureau of Labor Statis- 
tics survey of fertilizer manu- 
facture for 1948, of the 86 

plants supplying information on 
this point, 60 reported equipment 
installations in 1948, 26 - 
ed no equipment changes. 2 
During that year many es 

ments improved plant layout by 
rearranging delivery, loading, 
and storage facilities. 3/ Ina 
similar survey of 1949 operations, 
of 79 plants indicating whether 
or not they had introduced capital 
equipment, 33 stated they had done 
so. 4/ Unit man-hours were 








Sem, issue for 1947 to 1948, p. 2. 
Sam, issue for 1947 to 1948, pe 2. 
Same, issue for 1948 to 1949, pe 1. 
Same, issue for 1948 to 1949, pe 3- 
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C. Effects on hours of work 


Increasing the minimm hour- 
ly straight-time rate also in- 
creases the minimum premium rate 
for work in excess of 40 hours in 
any one workweek. But scheduled 
hours of. work in covered ferti- 
lizer manufacture were apparently 
not affected much, if at all, by 
the 75-cent wage. Of total men 
plant workers in “interstate” 
fertilizer plants, the proportion 
who worked scheduled weekly hours 
of 40 or less rose only slightly 
between the 1949 and 1950 survey 
dates, from 76 to 77 percent. 1/ 


In “intrastate” establish- 
ments, interestingly enough, the 
proportion of men plant employees 
working scheduled weekly hours of 
4hO or less rose between 1949 and 
1950 from 58 to 66 percent. 2/ 
Though this shift, much larger 
than that in covered plants, may 
have occurred for any number of 
reasons, one of them may have 
been the “intrastate"-plant in- 
creases in straight-time rates 
which followed introduction of 
the higher minimum wage. 


Of course the labor force 
may work many hours over the 
scheduled number. Average weekly 
hours, which represent actual 
rather than scheduled worktime, 
declined slightly for production 
workers in the fertilizer indus- 


try between 1949 and 1950, from 
an average of 42 during first 
half 1949 to 41 during first half 
1950. 1/ Some of this decrease 
may have been a direct or in- 
direct consequence of the amended 
minima. 


D. Effects on product prices 


As shown in Table 18, the 
higher minimm had no discernible 
effect on product prices. The 
wholesale value of mixed fertili- 
zers fell during most of 1949 and 
remained constant through the 
ten-month period January-October 
1950. 





Table 18. 


Index of wholesale price of 
i 


(1947-49 = 100) 





1999: Jane 1950: Jan. 


E RSSSESSESESE 





Sources Us Se Department of Leber, 
Bureau of Lebar Statistics, Divri- 
sion of Prices and Cost of Living 








1/ U. Se Department of Labor, Burean 
of Labor Statistics, Wage Structure 


employees, who constituted 
a mall minority of fertilizer 
workers. 


2/ Samo. 





2/ If only March-April averages for 
the two years are compared, these 
too deolined from 42 to 41 between 


U. S. Depart- 
Labor, Burem of Labor 
Statistios, Monthly Labor Review, 
Table C-1, 
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Sumpary of Effects 


Between the 1949 and 1950 
survey dates, average hourly 
earnings in fertilizer establish- 
ments rose five cents. Part of 
this increase may have been due 
to general market conditions, but, 
since in 1949 about one-fourth of 
the industry's plant workers 
averaged below 75 cents an hour, 
mach of it mst have represented 
adjustments to the amended 
minimum. 


Most 
low 
in 


of the employees averag- 
75 cents an hour in 1949 
plants situated in the 
low-wage regions of the 
South. In these three areas, 
where the short-run impact of the 
minimm-wage increase was chiefly 
concentrated, the consequences of 
the 75-cent rate were more sub- 
stantial on lower-paid jobs than 
on higher-wage ones, This con- 
tracted percent pay differentials 
within the wage structure of each 
Southern region, and, through 
this influence, within the wage 
distribution for the entire in- 
dustry. An accompanying effect 
of the Southern impact was ea 
narrowing of occupational wage 
spreads in the industry. 


ing be. 
worked 
three 


Establishments located out- 
side the South had few plant 





workers less than 75 cents 
an hour in 1949. Average-earnings 
advances between 1949 and 1950 in 
these plants were probably caused 
chiefly by pressures other than the 
minimum, Because the new 


it tended to decrease the percent 
spread between wages prevailing 
in the higher-wage areas. 
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CHAPTER 4 
EFFECTS IN THE MEN'S DRESS SHIRT AND NIGHTWEAR INDUSTRY 


Background Date 


The men's dress shirt end 
nightwear industry consists of es- 
tablishments primarily engaged in 
manufacturing men's, youths', and 
boys' shirts, collars, and night- 
wear cut and sewed from purchased 
woven or knit fabric. 1/ In 1950 
there were about 450 such estab- 
lishments with 21 or more workers, 
altogether employing approximately 
75,000 persons. 2/ In thet year 
the industry was centered chiefly 
in the Middle Atlantic Stetes, 
which hed 44 percent of all workers 
employed in plants of 21 or more 
employees, and in the Southeast 
and Border States, with one-third 
of all such workers. 3/ 


The wage structure in the 
men's dress shirt and nightwear 





1/ The Standard Industrial Classification 
Mamal, issued by the Executive Office 


- 
this industry as Men's, Youths', ani 
Boys’ Shirts (Except Work Shirts), 
Collars, and Mightwear, Industry Group 
221. for brevity, and net to exolude 


Major Group 23: (Mamfaocture of) 
Apparel and Other Finished Products 
Made from Fabrics and Similar 
Materials. 


U. S. Department of labor, Bureau of 
y* Statistios, Wage Structure 

Series 2, No. 80: Men's Dress Shirts 

and Nightwear 1950, Table 1, pe 7. 


3/ Same 





industry was investigated by the 
U. &S. Bureau of Labor Statistics 
in August 1949 as part of its 
regular Industry Wage Studies pro- 
gram, and was resurveyed in March 
and November 1950. The March study 
was designed to assess the immedi- 
ate, short-run impact of the mini- 
mum-wage increase, the November 
study to reflect the longer-run 
effects of the higher rate. The 
sample for each survey included 
nearly half the 450 plents with 

21 or more employees and almost 
two-thirds of the 75,000 workers 
in them. 1/ The workers included 
in the survey samples amounted to 
about half the industry's total 
number as counted in the 1947 
Census of Manufactures. 2/ 


Wage Effects of Minimum-Rate 
ncrease 





It is likely thet wage- 
structure changes occurring be- 
tween August 1949 and March 1950 
were caused chiefly by the higher 
minimum wage. But changes between 
March and November 1950 were pro- 
bably importantly influenced by 


e Be ° rt, Teau 0 
labor Statistics, Wage Structure 
Series 2: Data for August 1949 from 
Stady No, 75, Cotton Gaments 1949, 
Table 1, pe 3» Date for March and 
November from Study Mo, 8, 
Men's Dress Shirts and Mi ghtwear 
1950, Table 1, pe 7. Results of the 
ero surveys, together with com 
parisons with st 194 data, are 
gummarized in Study No, 80. 


2/ Ue S$. Barem of the Cenms, 1947 
Ue S- Consus of Mamfactures, Vol. Il, 
Zl. In 1947 the industry hed o 
of 1,065 establishments ani 
94,306 workers. 
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the upward economic pressures de- 
veloping during that year, espe- 
cially after the stert of the 
Korean conflict in June. These 
pressures generally frustrated the 
attempt of the November 1950 sur- 
vey to determine the longer-run, 
less immediate consequences of the 
higher stetutory minimun. 1/ 


A. General and occupational 
wage effects 


According to Table 19 and 
Chart 4, over one-third of the 
plent workers were averaging below 








Table 19, Percent distribution of plant 








37 
15 
14 
i 

8 

5 
10 


FeobGda 


125 — or more 





Source: U. S. Department of labor, 
Bureau of labor Statistics, 
ture Series 2, No. 80: Men‘s 
Shirts and Nightwear 1950, Table 3-5, 
Pp. Gli. 


Struc- 








75 cents an hour in August 1949 but 
only 4 percent received that little 
in March of the following year. 

The short-run direct impact of the 
higher minimum wes thus to reise 
average hourly earnings of one- 
third of the plant workers from be- 
low to at least 75 cents. Most of 
these workers shifted to an average- 
earnings rate of 75-84.9 cents an 
hour. 


An accompanying indirect ef- 
fect was to put an additional 7 of 
every 100 plant workers in the 
middle sector of the distribu- 
tion, from 85 cents to $1.249. This 
effect may heave been due to the 
piece-rate system of payment common 
in the industry. 1/ Where firns 
increased their piece rates to en- 
able slower workers to earn et 
least the 75-cent hourly wage, 
faster workers already making 75 
cents or more an hour at the old 
rates also were able to reise their 
average earnings. There was little 
short-run change in the upper end 
of the wage structure,only 1 more 
of every 100 plant workers receiv- 
ing $1.25 or more an hour in March 
1950 than in August 1949. To the 
degree thet lower wages were raised 
by larger percent amounts than 
higher rates, narrowing of wage 
spreads occurred. 


Nightwear 1950, p. 1. 
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According to Table 20, the 
direct pay adjustments needed to 
raise to 75 cents an hour earnings 
below that amount involved an es- 
timated wage-bill increase of 5 
percent. This required increase 
accounted for most of the actual 
upward shift in average hourly 
earnings between August 1949 and 
March 1950 of 8 percent (or 7 cents, 
from 88 to 95 cents). A further 
7-cent earnings advance occurred 
between March and November 1950, 
from 95 cents to $1.02. This 
latter advance, in that it in- 
volved increments to hourly rates 
already above 75 cents, was eccom- 
plished in a different manner from 
the earlier one. During the March- 
November period, 13 percent of all 
plant workers raised their everage 
hourly earnings from the 75-84.9 
cents class to 85 cents or more, 
over half of them (7 percent of 
all plent workers) advancing to 
the $1.25-or-mcre category (Table 
19 and chart 4). Many of these 
increases were in uniform percent 
amounts and this tended to main- 
tain percent wage differentials 
which had been narrowed by the 
short-run impact of the higher 
minimum, 





Probably the major cause of the 
increases in average earnings in the 
industry between March and November 
was the concurrent generally rising 
wage trend in the United States. 
Average hourly earnings between 
March and December 1950 rose by 12 
cents in all manufacturing industry 
(from $1.42 to $1.54), and by 6 
cents in the manufacture of apparel 
and other finished textile products 
(from $1.20 to $1.26). 1/ Many 
variables affected the wage struc- 
ture in men's dress shirt and night- 
wear manufacture after March 1950 
and it is hard to trace or assess 
the longer-run influences solely 
attributable to the higher minimum. 


The short-run compression of 
industry wage spreads because of the 
75-cent rate is further evident from 
the reduction in percent differentials 
between job earnings. These earnings 
were raised more in low-wage occupa- 
tions than in high-wage ones, 
increases between August 1949 and 
March 1950 ranging from 14 percent 
in the lowest-paid job to 1 percent 


U. S. Department o 
labor Statistics, | Monthly’ labor Review, 
Table Cl. 





Table 20. I 26 





hourly earnings of plant workers in men's 


dress shirt ani anaes establisiments, United States, 1949-50 





Average 
hourly 


= 


earnings 
hourly eamings 
s pe 


Estimated increase 
in average hourly 


required 
to raise to 75 cents 





August 1949 88 
March 1950 95 
November 1950 











7 8 
7 7 14 16 














Sou roe: 
Stmoture 
PPe oll, 


ries 2, No. 80: 


ted from U. S. Department of labor, Bureau of lator 





Statistics, Wage 


Men's Dress Shirts ani Mghtwear 1950, Tables 3-5, 
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in the highest (Table 21). 1/ Be- 
tween March and November 1950, av- 
erage earnings continued to rise 





in every listed position. A sub- 
stential proportion of general wage 
increases in that year were in uni- 


| form percent amounts so that percent 


spreads between occupations were not 
much altered, though the higher- 
paid ones received larger cents-per- 
hour increments. Because of the 
short-run percent narrowing of job 
pay spreads, earnings of high- and 
low-paying occupations were brought 
somewhat closer together over the 
entire longer-run period. 





of plant workers in men's 
selected occupation, a/ 





pourly eernings 


cents ) |( percen 
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a/ Exoept where otherwise noted, employees in specified ocooupations are women. 
Women constituted 89 percent of all plant workers in the industry in 1949-5v. 


Sources 
PPe 2-30, 


Computed from U. S. Department of Labor, Bureau of Labor Statistics, Wage 
Series 2, No. 80: Men's Dress Shirts and Nightwear 1950, Table 15, 
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B. Regional wage effects had the lowest average hourly earn- 
ings and the highest proportion of 
The short-run impact of the plant workers receiving hourly wages 
higher minimum was greatest in below 75 cents. Table 22, which 
those regions which in August 1949 lists geographic regions from lowest 





Table 22, Imoreases in average hourly earnings of plant workers in men's 
dress shirt and nightwear establishments, by region, a/ 1949-50 


Aug. 1949 
Mar. 1950 


Mar. 1950 
Mar. 1950 
Mar. 1950 
Mar. 1950 
Mar, 1950 
Mar. 1950 


Mar, 1950 | 116 » 8 2] 2 
Nov, 2950 | 123 »/ ¥/ 5 | 4 ? 


. reau 
Structure 2, No, 80: Men's Dress Shirts ani Nightwear 1950, Tables 3-5, 
PPpe 911, 
a/ States in each region are as follows: 
New England; —— Maine, Massacimectts, New Hampshire, Rhode Island, 
‘emont; 
Middle Atlantic: New Jersey, New York, poe gg 
Border States: Delaware, District of » Kentucky, Maryland, Virginie, 
West Virginia; 


Alabema, Florida, Georgia, Mississippi, North Carolins, 
South Carolina, Tennessee; 
Illinois, Infiana, Michigan, Minnesota, Ohio, Wisconsin; 
Iowa, Kansas, cen emg 4 North Dakota, South Dakota; 
p SOXRSs 


California, Nevada, Oregon, Washington. 
b/ less than half of 1. 
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to highest average earnings as of 
August 1949, shows that estimated 
direct pay adjustments required to 
raise to 75 cents an hour earnings 
below that rate involved wage-bill 
increases varying from“15 percent 
in the low-wage Southwest to less 
than half of 1 percent in the 
high-wage Pacific Stetes. Between 
August 1949 and March 1950, aver- 
age earnings rose sharply in lower- 
wage regions but very little in 
higher-wage ones, the range run- 
ning from a high of 22 percent in 
the Southwest States to a low of 

2 percent in the Pacific States. 
The Southeast and Border States, 
which together had one-third of 
all workers employed in 1950 in 
plants with 21 or more employees, 
are representative of the rela- 
tively low-paying areas; they ex- 
perienced comparatively large 





average-wage increases. The Middle 
Atlantic States, with 44 percent of 
all persons employed in 1950 in estab- 
lishments with 21 or more workers, 
are representative of the higher-wage 
fegions, experiencing a relatively 
small average-wage increase of only 

4 percent. In every region except 
the Pacific area, half or more of 

the actual short-run increase was 

due to directly required wage adjust- 
ments because of the higher minimum. 


The proportion of employees re- 
ceiving less than 75 cents an hour 
in August 1949 ranged from half to 
three-fourths of all plant workers 
in the four lowest-paying regions 
to one-fourth in the important 
Middle Atlantic States and to less 
than a tenth in the Pacific area 
(Table 23). Many of the workers 
whose average hourly earnings were 





Table 23, 


Percent distribution of plant workers in men's dress shirt and 


nightrear establishments, by average hourly earnings ani region, United 
States, three payroll periods 1949-50 
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raised from below 75 cents found 
themselves in March 1950 in the 
75-84.9 cents earnings interval. 
But a definite upward drift to the 
middle sector of the wage struc- 
ture, that from 85 cents to $1.249, 
occurred in the short run, espe- 
cially in the lower-wage regions. 
The chief reason for this indirect 
effect was the prevalence of the 
piece-rate method of payment in 
the industry, permitting an in- 
crease in benefits for faster 
workers with initially higher earn- 
ings as well as for slower, lower- 
paid employees. 


The short-run influence of 
the higher minimum on the upper 
end of the wage scale, that from 
$1.25 up, was negligible, even in 
the low-wage regions which other- 
wise experienced substantial ad- 
justments (Table 23). Higher-wage 
jobs were more often paid by time 
rates and these were evidently not 
increased when piece rates vere. 
To the extent that lower average 
earnings rose percentagewise while 
higher ones did not, or not so much, 
the short-run effects of the new 
minimum rate served to narrow wage 
differentials within each region. 


Between March and November 
1950 average hourly earnings rose 
in every area (Table 22), reflect- 
ing generally rising manufacturing 
wages et the time. As with the 
wage structure for the entire in- 
dustry, each region's structure 
tended to maintain its percent 
spreads between pay levels because 
many wage increases in the industry 
during this period were in uniform 
percent amounts. 


Increases in hourly earnings 
between March and November were 
generelly larger percentagewise in 
the higher-paying regions than in 





the lower-wage ones. This may have 
been partly due to the fact thet the 
typical men's dress shirt and night- 
wear establishment in high-wage 
areas is more likely to be unionized 
and located in a lerge community than 
is the typicel plant in low-wage 
areas, 1/ and so tends to be more 
immediately responsive to inflation- 
ary economic pressures. 2/ Percent 
spreads between average earnings 

in low- and high-wage areas, narrowed 
in the short run, were widened again 
by the larger increases in the 
higher-paying regions at this time, 
Nevertheless, there was some longer- 
run trend toward contraction of 
regional wage differentials. Be- 
tween August 1949 and November 1950, 
average-earnings increases veried 
from 31 percent in the lowest-wage 
region to 6 percent in the highest 
(Table 22). 


| 37 Im Wovenber 1950 about four-fifths of 


r ‘ou 

the plants located in the four highest. 
wage regions were unionized (that is, 
with over half their workers 
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In summary, the effects of 
the higher minimum wage were more 
marked in low- than in high-wage 
regions and tended to decrease re- 
gional average-earnings differ- 
ences, were noticeable in middle 
as well as in lower sectors of re- 
gional wage structures, and nar- 
rowed percent wage differentials 





within each region. 
C. Other wage effects 


Some idea of the comparative 
impect of the new minimum upon wages 
in union and nonunion plants (Table 
24), in plants in larger and smaller 
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Data for March and November 1950 fran Study Moe 80, Men’s Dress Shirts md Nightwear 


Series 23 
1950, Tables 10-ll, pp+l7~20. 


bf Este 


Source: Computed from U. S. Department of labor, Bureau of Labor Statistics, Wage Structure 
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According to Table 24, aver- 
age hourly earnings in nonunion 
establishments in August 1949 
were generally lower than those 
in union plents. As a result, 
short-run adjustments to the new 
minimum were greater in nonunion 
plants. The range of short-run 
occupational earnings increases 
was 7-22 percent in them compared 
with 0-9 percent in union plants 
(excluding earnings for men ma- 
chine cutters, where the short-run 
percent change wes zero in both 
union and nonunion plants). Be- 
tween March and November 1950, on 
the other hand, percent increases 
in occupational earnings were 
larger in union than in nonunion 
plants. On net balance, however, 
the longer-run changes were rela- 
tively favorable to nonunion 
workers since average earnings 
between August 1949 and November 
1950 rose percentagewise more for 
their jobs than for those of union 
workers and there was a resultant 
contraction in differentials be- 
tween the pay of the two types of 
workers. 


A comperison of the behavior 
of occupational wages in establish- 
ments located in larger and smaller 
communities (Table 25) leads to 
similar conclusions. Compared 
with plants in cities of 25,000 or 
more inhabitants, the emaller- 
community plants hed generally 
lower average hourly earnings in 
August 1949, experienced a more 
marked short-run adjustment to the 
new minimum but smaller percent 
wage advances between Merch and 
November 1950, and over the longer- 
run period generally nerrowed the 
percent gap between their occupa- 
tional average earnings and 
those of the lerger-community 
establishments. 





Date in Table 26 show comparat 
tively small wage differentials in 
August 1949 occupational earnings 
between plants of larger and smeller 
employee size. To the extent such 
differentials exist, earnings in 
establishments of over 100 workers 
were commonly lower than those in 
the smaller plants. Short-run 
adjustments to the new minimum were 
consequently generally greater in 
the plants of larger employee size. 
This narrowed percent spreads be- 
tween average wages for the selected 
occupations in the two types of 
establishments, but these spreads 
were widened between March and 
November 1950 because of larger 
percent increases in hourly earn- 
ings in the smaller-size plants 
then. But over the longer-run 
period from August 1949 to November 
1950, percent wage differences be- 
tween larger and smaller plants were 
on net balance somewhat reduced in 
the majority of listed occupations. 


The wage levels in any given 
plant are ordinarily influenced not 
by only one but by many factors. 

It is therefore usually incorrect to 
ascrjbe wage-level differences be- 
tween plants to a single attribute, 
whether union status, size of com- 
munity of location, employment size, 
or any other variable. In men's 
dress shirt end nightwear manufecture, 
for example, differences in average 
earnings in union end nonunion plants 
may have been caused not only by the 
presence or absence of collective 
bargaining but also by other in- 
fluences, such as the greater con- 
centration of union plants in the 
larger, more metropoliten areas 

and in non-Southern regions of 
generally higher hourly wages. 
Earnings in lerger-community estab- 
lishmeuts may heve been affected by 
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the more widespread unionization 
common to larger population centers 
and by the geographic location of 
communities, as well as by their 
sizes, the larger centers more usu- 
ally being outside the South. 

And the relationship between oc- 
cupational earnings in plants of 
larger and smaller employee size 
was probably influenced by the re- 
latively high proportion of larger 
establishments in the South. 


Nonwage Effects of Minimum-Rate 
Increase 


August 1949 and March 1950, but 
what happened to these 10 is not 
known. They may have merged with 
other plants, they may only have 
dropped in size below 21 employees 
and so have not been counted, or 
they may have gone out of business 
for reasons other than unprofit- 
ability. Whatever establishment 
mortality may have occurred because 
of unprofitability probably resulted 
more from the slight recession in 
the industry during 1949 and first 
quarter 1950 1/ than from the higher 





A. Effects on establishment 
mortality and employment 


The effects of the new mini- 
mum on establishment mortality and 
employment were not specifically 
investigated in this industry, but 
some inferences may be made from 
figures gathered for other pur- 
poses during the surveys. Accord- 
ing to Table 27 the number of men's 
dress shirt and nightwear estab- 
lishments in the country declined 
by 10 (about 2 percent) between 





1/ “In terms of mmber of gaments pro- 

» 1949 was the worst and 1950 
the best year that the shirt mam fac- 
turers of the United States had ex- 
perienced since the end of World 
War II.” But even in 1950 “profits 
were lower ... than might bave been 

rtly/ because of very 
business in the carly 
eee - University of 


ne el Wearton School of 


expected 
a 


Ue S. Department of labor, September 
1952, pe7. 





Table 27. 


ni ghtwear ‘ote on Unit tag By A and 








United States 
New England 

Middle Atlantic 

Border States 

Southeast 

Great Lakes 

Middle West 

Southwest 

Paci fic 


sepueabed 
gesuasese 











in the men’s dress shirt and 
ons, three payroll periods 














a/ Include only establishments with 21 or more anployees, 
b/ Include only workers employed in establishments with 21 or more employees. 


Source: U. 8S. 


of labor, Bureau of labor Statistios, Wage Structure Series 2: 


Date for March and November 1950 from Study No. 60, Men's Drese Shirts and 


Nightwear 1950, Table 1, 
Data for August 1949 from 


7. 


Mo. 75, Cotton Gaments 1949, Table 1, p. 3. 
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minimum. This seems especially 
likely because 8 of the 10 closed 
plants were located in the high- 
wage Middle Atlantic and Pacific 
States, areas whose wage struc- 
tures felt the impact of the 75- 
cent minimum to only a slight 
degree. 


Employment in the industry 
was not much affected by the higher 
legal minimum. The number of 
workers in establishments with 21 
or more employees remained about 
the same from August 1949 to March 
1950, and then rose by approxi- 
mately 4,000 workers (an increase 
of 5 percent) during the upswing 
in the economy between March and 
November 1950 (Table 27). 1/ 


B. Effects on capital ex- 
penditures and production methods 


Of the 207 establishments sur- 
veyed in November 1950, about one- 
seventh (30) of them reported the 
purchase of labor-saving capital 
equipment between October 1949 and 
the survey date. Amounts spent 


for such equipment varied, with 
only 7 plants spending $10,000 or 
1000, 2/ 


more and 7 spending under 
These sums seem rather small. ‘But 
in the absence of comparable data 
for other periods or of informed 

industry interpretation, it is not 
known whether these expenditures 

were above, below, or about normal 


or whether the higher minimum in- 
creased, decreased, or at all 
affected the industry's rate of in- 
vestment in labor-saving equipment. 


Changes in production methods 
between August 1949 and November 
1950 occurred in 14 of the 207 plents 
surveyed at the letter time, These 
changes commonly amounted to work- 
flow innovations designei to save 
man-hours. 1/ It is not known to 
what degree procedural changes were 
occasioned or expedited by the 
higher minimum or by other factors. 
Certainly the extent of either 
these innovations or capital-equip- 
ment purchase does not appear very 
substantial. 


C. Effects on hiring policies 


The new minimum had only a minor 
influence here. Of the 207 plants 
visited in November 1950, only 20 
(10 percent of the total) altered 
plant hiring policies after the 75- 
cent minimum became effective. 2/ 

Of these 20, 14 reported efforts 

to hire younger workers, 4 to hire 
more experienced workers, and 2 to 
hire older workers. These changes, 
according to comments of field in- 
vestigators collecting the data, were 
probebly not entirely the result of 








1/ For the entire intustry, inclading 
establisiments with less than 21 en- 
ployees, the average mumber of pro- 
duction workers for the year rose 
between 1949 and 1950 from 81 to 63 

U. S. Departnent 


Statistics. 


2/ Unpudli shed infomation furnished by 
the U. S. Bureau of lebor Statistics. 





1/ Unpabdlished infomation furnished by 

the U. S. Bureau of labor Statistics. 
The changes gence involved the 
introduction of either the “line- 
system” or “progressive—bundle” system 
of @ sing flow. Fors 
@isoussion of production methods in 
men's dress shirt maoufacture, see 
U, 8S, Department of labor, Puresu of 
labor Statistics, Man-Hours Expenied 
per Dogen Men's Bress Shirts 1939 to 
1947, May 1946, pp. 34-39, 

* 


2/ These ani other data in this pere- 
are from unpublished infomation 
rnished by the U. S. Bureau of labor 
Statistios, 
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the new minimum. The increased 
preference for younger workers by 
the majority of plants reporting 
changes appears to have had no 
juentitative consequences on the 
ver-all proportion of plant 
workers 50 years of age or older 
in the industry, this proportion 
eing the same in November 1950 as 
in the preceding March (14 per- 
cent). The percent of employed 
lder workers is not available for 
the August 1949 payroll period but 
mnents of employers indicated 
that few, if any, experienced 
vorkers were discherged because 
age. 


D. Effects on hours of work 


The only survey data col- 
>ted on hours relate to sched- 
iled workweeks and not to actual 
urs worked. Almost all the 
plants studied in August 1949 hed 
scheduled workweeks of 40 hours or 
less. Of 221 establishments, 207 
worked a 40-hour week, 12 less than 
40-hour week, and only 2 more 
han a 40-hour week. 1/ The higher 
ninimws could therefore have had 
ittle or no influence on sched- 
led workweeks. 2/ Of course the 
labor force may actually work 
many hours over the scheduled 
number, but average weekly hours 





1/ U. S, Department of labor, Bureau 
of labor Statistics, gt Structure 
Series 2, No. 75, Cotton Gaments 
1949, Table 25, pe 36. 


Scheduled-—wortweek date for November 
1950 are by workers and so are not 
directly comparable to those for 
August 1949, which are by establish— 
ments. In November 1950, less than 
four-tenths of one percent of plant 
workers had scheduled weekly hours 
of over 40, Source: U. 8s. rtment 
of labor, Bureau of labor Statistics, 
Wage Stmoture Series 2, No. 8, 
Men's Dress Shirts and Nightwear 1950, 
Table 22, Pe 36. 


in the industry did not vary ex- 
cept seasonally during 1949 and 
1950. 1/ 


E. Effects on product prices 


Table 28, which presents 
monthly wholesale price indexes 
between July 1949 and December 
1950 for men's and boys' shirts 
and men's pajamas, indicates little 
or no price advance in the short 
run. Between July 1949 and June 
1950 wholesale prices for shirts 
either did not change or else fell. 
Prices for men's pajamas, however, 
did rise slightly for a few months 
after January 1950 (and then fell); 
this increase may have been wholly 
or partly attributable to the 75- 
cent minimum, After June 1950 
prices generally rose, but so much 
of this was probably due to the 
tightened product demand which 
developed after the North Korean 
attack that it is impossible to 
trace the longer-run price influ- 
ences, if any, of the new minimun. 


Summery of Effects 





The higher minimum exerted 
sigrificant influence on wage struc- 
tures in the industry. This influ- 
ence was greater on lower-level 
wage rates than on middle-level 
rates, end on middle-level rates 
than on upper-level ones. Thi up- 
ward effects of the 75-cent rate 








)/ Average weekly hours for production 
workers in men's dress shirt and 
nightwear mamfacture average 37 in 
last quarter 1949 and 36 in both 
firet and second quarters 1950. Hours 
data for other years show this pattem 
to be a typical seasonal one. for 
1950 as & whole, average weekly hours 
for production workers in the industry 
were 37, higher than the average of 36 
pwd a Source: U. S,. Department of 

Bureau of labor Statistics, 
labor Review, Table C-l. 
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Table 26, Indexes of wholesale prices of men's and boys’ shirts and men's 
pajamas, by month, July 1949 through December 1950 





Men's dress or 
business shirts, 
branded 


Men's dress or 
tasiness shirts, 
unbdranded 


Boys' 
shi rts 





(1947~ 
1949: 








49 % 100) 


91 
91 
91 
91 


BSBSsssssagsessses 
SESSSSSSSIII8B 
SSLSLLSSRRELSSSSSe 











Source: U. S. Department of labor, Bureau of labor Statistics, Division of Prices 


and Cost of living. 


hie 





were more substantial in lower- 
wage than in higher-wage regions 
and occupations, and in lower- 
paying establishments (such as non- 
union and smaller-community plants) 
than in higher-paying ones. The 
higher minimum thus generally 
tended to reduce percent differ- 
entials within national and re- 
gional wage distributions and to 
contract percent wage spreads 
between regions, between occupa- 
tions, and between lower- and 
higher-wage plants. 


General wage rises in the in- 
austry efter March 1950 were fre- 
quently granted in terms of uniform 
percent amounts. This tended to 
maintain, in the narrowed form 
that resulted from the short-run 





impact of the new minimum, percent 
pay differentials within national 
and regional wage structures and 
between occupational earnings 
levels. But the pay advances be- 
tween March and November 1950 were 
greater percentagewise for the 
higher-wage regions and types of 
establishments, although this tend- 
ency had not by the letter month 
entirely erased the contracting 
effect of the 75-cent rate on wage 
differentials between regions and 
between lower- and higher-psaying 
plant types. 


Except for its minor impact 
on hiring policies, the higher mini- 
mum appeared to heve had practically 
no determinable effects on nonwage 
variables in the industry. 
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CHAPTER 5 


EFFECTS IN THE MEN'S SEAMLESS HOSIERY INDUSTRY 


ata 


In 1947 there were 617 
seamless hosiery mills in the 
country, employing 64,808 per- 
sonse Almost three-quarters of 
these employees were concentra- 
ted in six Southeastern States, 
North Carolina alone having two- 
fifths of the industry's workers. 
The activity is thus principally 
a Southern one, with a secondary 
cluster of in 
Pennsylvania where in 1947 ten 
percent of the industry's labor 
force was located, 


It is estimated by the U. S. 
Bureau of the Census that over 
half the seamless hosiery mills 
are primarily engaged in produc- 
ing men's seamless hose, the 
rest primarily producing women's 
hose, or women's and children's 
anklets, The survey of mininum- 
wage effects in the industry was 
confined to men's seamless 
hosiery mills, and to only those 
in three important areas; Winston 
Salem-High Point, Ne Ce, Hickory 
Statesville, N.C., and Reading, 
Pa. In these three regions, 
payroll data were transcribed for 
all plants with 21 or more em 
ployees. In October 1950 about 
13,000 plant workers were employed 





1/ Data in this paragraph from U. S, 
Bureau of the Census, 1947 U. 5S, 


in ments seamless hosiery estab~ 
lishments of that employee size 
in the three areas; more than 
half of these workers were concen- 
trated in the Winston Salem-High 
Point region. 


Wage data were secured for 
payroll periods in October 1949, 
March 1950 (to measure short-run 
minimum-wage impact), and October- 
November 1950 (to measure er- 
run minimm-wage effects), Pay- 
roll records were also collected 
for pay periods in November 1952 to 
throw light on regional wage struc- 
tures as they existed almost three 
years after introduction of the 75- 
cent minimum. As in ments dress 
shirt and nightwear manufacture, 
the piece-rate method of payment 
is prevalent in the industry. 

ects o te 


increase 


Wage-structure changes occurr- 
ing between October 1949 and March 
1950 were likely caused chiefly by 
the higher minimum wage. But 
changes between March and October- 
November 1950 were probably strong- 
ly influenced by the upward eco- 
nomic pressures developing during 
that year, especially after the 
start of the Korean conflict in 
dune. These pressures seriously in- 
terfered with the attempt of the 





Census of Mamfaoctures, Vol. Il, 
Pe 178, 
The 4 





dustry is be red in 
the Standard Industrial Classifica 
tion code of the kxecutive Office 


of) Textile 





1/ Findings from these payroll surveys 
are sumarised in U. S. Department 
of labor, Bureau of labor Statistics, 
Monthly labor Review, June 1951, pp. 
674-6766 

In this chapter the “short run" 
covers the period October 194) to 
March 1950, the “longer mn" Ooto~ 
ber 1949 to OctobemNovember 1950. 
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October-November 1950 survey to 
determine the longer-run, less 
immediate consequences of the 
higher minimum, 


In October 1949 average 
hourly earnings varied from a low 
of 83 cents in the Hickory-States- 
ville area, which had 40 percent 
of its workers averaging below 75 
cents an hour, to $1.00 in the 
relatively high-wage Winston 
Salem-High Point region, where 
only 13 percent of plant workers 
earned less than 75 cents an hour 
(Table 29 and Charts 5, 6, and 7). 
The direct wage effect of the 
higher minimum was greatest in 
Hickory-Statesville; the wage- 
bill increase required there to 
raise hourly earnings below 75 
cents to that amount was estimated 





at 6 percent compared to 3 per- 


in Reading, and 3 percent in 
+ We pep paar a (Table 
31). 


The adjustments in regional 





Table 29. 


Percent distribution of plant workers in men’s seamless hosiery mills, 


by average hourly carnings, three regions, four payroll periods 1949.52 





Average 
hourly 


(oents) 


Percent 





Hiokory-Statesville, yu. C. 83 
. 

Mar. 1950 

Oot. 1950 

Nov. 1952 


Reading, Pa. 
Oct. 
Mar, 
Nov. 1950 
Nov. 1952 


Masten Salen Big Feiss, BC, 
. 


Mar, 1950 
Oot. 1950 
Nov. 1952 


1949 
1950 


BSE Esee 








Nowa 


BRS. 























a/ Totals my not add to 100 because of rounfing. 


Souroet 
labor Statistics 


Comyuted from data furnished by U. S. Department of labor, Bureau of 
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Chart 6. PERCENT DISTRIBUTION OF PLANT WORKERS IN MEN’S SEAMLESS HO- 
SIERY MILLS, BY AVERAGE HOURLY EARNINGS, READING, PA.,FOUR PAYROLL 
PERIODS — 1949 TO 1952 
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Chart Z PERCENT DISTRIBUTION OF PLANT WORKERS IN MEN’S SEAMLESS 
HOSIERY MILLS, BY AVERAGE HOURLY EARNINGS, WINSTON SALEM— HIGH 
POINT, N.C., FOUR PAYROLL PERIODS — 1949 TO 1952 


PERCENT OF PLANT WORKERS 
100 100 


90 

Gl ocr 1949 
Ze wari9so 
70 ———~ OCT. 1950 
GB wov i952 
































60 
50 
40 
30 




















Léss 7570 @570 98T0 9570 "us TEC 
THANTS 84.9 949 10049 “a9 124.9 
source: Tae.e 2g AVERAGE HOURLY EARNINGS (cenrs) 





AMENDMENT TO INCREASE THE MINIMUM WAGE 265 





Table 30, Changes between payroll periods in percent of plant workers in speci~ 
fied categories of average hourly earings, men's seamless hosicry mills, three 





B pe ° workers 
average ca 8 (cents) of 


or more 





7 
ie) 
12 


2 
{3} 
s/ Percent figures in parentheses are mims, other figures plus. 
Source: Computed from Table 29. 























Table 31. Changes in average of workers in "s seamless 
ean eae oo 


average Aotual inapa 
change e hourly 


period 























(2) | (2) 














a/ Parentheses indicate minus quantity. 
S. fro furnished UW. &, of Labor 
ource: Computed soon by Department » Bureau of 
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and from 75 to 84.9 cents), in 
the middle sector (from 85 

cents to $1.249), and in the 
upper end ($1.25 or more). By 
March 1950 practically all work- 
ers previously earning below 

75 cents were averaging an hour- 
ly wage at or above that rate, 
most of them having moved into 
the earnings category of 75-84.9 
cents. (Between October 1949 
and March 1950 in Hickory-States- 
ville, for example, 38 of every 
100 plant workers left the 
hourly earnings category of 
under 75 cents, while 29 of 
every 100 entered the earnings 
class of 75-84.9 cents.) Thus 
the short-run impact of the 
higher minimum substantially 
affected the lower end of the 
wage structure of each area. 


Middle sectors of area wage 
distributions also showed 
short-run influences. In March 
1950 as agaimst October 1949, 
average hourly wage rates from 
85 cents to 31.249 were earned 
by 10 more of every 100 nlant 
workers in Hickory-Statesville, 
7 more of every 100 plant 
workers in Reading, amd 5 more 
of every 100 in Winston Salem 
High Point. Ome major reason 
for this indirect effect may 
have been the prevalence in the 
industry of the piece-rate pay 
system. Where piece rates 
were increased to enable slower 
workers to earn at least the 
75~cent hourly wage, faster 
workers already making 75 cents 
or more an hour at the old 
rates were able to raise their 
average earnings. A similar 
indirect wage effect occurred 
in the men's dress shirt ani 
nightwear industry, where piece- 


rate payments are also common. 1/ 


But there was virtually no 
short-run change in any region in 
the fraction of workers earning 
$1.25 or more an hour, To the 
extent that lower-level wages 
were raised by larger percent 
amounts than upper-level rates, 
narrowing of wage spreads 
eccurred within each region. 


Data on occupational wage 
movements show this short-run 
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narrowing effect in more detail.1/ 
The immediate upward impact of 
the higher minimum was greater 
on low-wage than on high-wage 
jobs in every region, most sub- 


pation, were 18, 14, ll, 5, 10, 
2, 2; and 0. 


region between March and October- 
November 1950, with the larger 








of every 100 did so (Table 30). 
Some of the second—period in- 
creases were in uniform percent 
amounts, an influence tending to 
maintain within-region wage 
differentials in the narrowed 
form they had developed as a 
short-run consequence of the 
higher minimm. The maintenance 
of these spreads is borne out 
too by the fact that during this 
period percent increases in 
occupational wages generally did 
not vary much between low- and 


7 sit jobs (Tables 32, 33, 
3h) 


Between October-November 
1950 and November 1952, high- 
wage occupations generally got 
larger percent earnings in- 
creases than did low-paid jobs. 
This may have reflected, among 
other things, the superior bar- 
gaining power of the more skilled 
workers amd efforts to reestab- 
lish pay differentials narrowed 
by the short-run impact of the 
75—cent rate. The relationship 
between 1949 occupdtional wage 


rower in November 1952 than they 
had been in October 1949; the 


in Reading advanced their earn- 
ings in roughly the same propor- 
tion while in high-wage Winston 
Salem-High Point, where the 
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Table 33. Changes in e hourly of plant workers in men's seamless 
hosiery mills, competion, a/ Reading, Pa., 1949-52 
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>/ Figures in parentheses are aims, other figures plus. 
Source: Computed from data furnished by U. 5. Department of labor, Bureau of 
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Table 34. Changes in average hourly ea: of plant workers in men's seamless 
hosiery mills, by selected coopation, a/ Winston Salem-High Point, N. C., 
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minimum's impact was least, the 
better—paid employees improved 
their relative earnings position. 


Both in percent and cents— 
per-hour terms, earnings in- 
creases between October 1949 and 
either October-November 1950 or 
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Effects on employment 
Data specifically for men's 


industry was 
larger than in 1949, 55 as against 
53 thousand. 2/ 


B. Effects on capital expenii- 
tures | 


Of the 48 plante surveyed in 





$6,000 to $198,000. No informa- 
tion was collected on whether 
this spending was incurred be~ 
cause of the higher minimum or 
for other reasons. 


C. Effects on hiring policies 
Only 1 of the 48 surveyed 


except that it did not involve 
the hiring of younger workers. 
The proportion of plant workers 
50 years of age or older was the 
same in October-November 1950 as 
in March of that year in the two 
North Carolina regions, but in 
Reading was smaller by one per- 
cent of total workers there. 


D. Effects on hours of work 


Since in October 1949 all 
plant. workers in each of the 
surveyed regions were already on 
a 4Oehour scheduled workweek, 
there was no shortening of 
scheduled hours because 


hosiery manufacture from 37.5 in 
last quarter 1949 to 35.7 in 
first quarter 1950 to 33.1 in 
second quarter 1950. Some of 
this drop may have been due to 
a reduction in overtime hours 
because of the amended minimm, 
but some probably occurred for 
seasonal reasons. For 1950 as 
a whole, in any event, average 
weekly hours for production 








2/ Based on U. S. Department of labor, 
Bureaa of labor Statistics, OWR-23 
(Revised) releases. 
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workers in seamless hosiery mills 
were slightly higher than the 
average number worked in 1949, 
35.8 as against 35 be 


E. Effects on product prices 
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CHAPTER 6 


EFFECTS IN THE WOOD FURNITURE (EXCEPT UPHOLSTERED) INDUSTRY 


Background Date 


Nonupholstered wood furniture 
is made in every section of the 
country, with the Great Lakes, 
Middle Atlantic, and Southeast re- 
gions together accounting for about 
two-thirds of the industry's plants 
and workers. 1/ The lowest-paying 
establishments appear to be in the 
Southeast States, 2/ where almost 
one-fourth of the 's 
139,000 workers were employed in 
1947. 3/ Because the impact of the 
75-cent minimum would therefore 
presumably be greatest there, the 
study of this in@ustry was confined 
to that region (and the adjoining 
State of Virginia), and to only the 
three most concentrated production 
areas therein. These three areas, 
Winston Salem-High Point, NW. C., 
Morganton-Lenoir, N. C., and 





2/ 


to U. S, Burem of the 
Census 


Martinsville, Va., had in October 
1950 an estimated 52 establishments 
with 21 or more workers producing 
wood furniture (except upholstered), 
and approximately 17,000 persons 
employed in them. All the 52 es- 
tablishments primarily produced 
household furniture, except for a 
very few in Winston Salem-High 
Point primarily engaged in manu- 
facturing office furniture. 


Most of the plants which 
were located in the three survey 
areas and had 21 or more workers 
were included in the investigations 
made in September 1949, March 1950 
(to measure short-run minimum-wage 
impact), and October 1950 (to 


measure -run minimum-wage 
effects). 1/ In two of the three 


areas, Winston Salem-High Point 
and Martinsville, payroll records 
were also collected for pay 
periods in July 1952 to throw light 
on regional wage structures as 
they existed two and a half years 
after introduction of the 75-cent 
minimm. As in the Southern saw- 
mills and the fertilizer plants, 
time rates are the prevalent mode 
of payment in the industry. 
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e Effects o 
crease 


The same preliminary qualifi- 
cation made in the chapters on 
men's dress shirts and men's seam 
less hosiery is applicable here, 
that while wage-structure changes 
occurring between September 1949 
amd March 1950 may have been 
caused chiefly by the higher mini- 
mum wage, those between March and 
October 1950 were probably signif- 
icantly influenced by other eco- 
nomic forces, especielly after the 
North Korean attack in June. 

These forces largely defeated the 
primary purpose of the October 
1950 survey, which was to assess 
the longer-run, less immediate 
consequences of the higher minimum. 


Table 36 and Charts 8, 9, 
and 10 point up the comparative- 
ly minor wage adjustments re- 
quired in the surveyed plants 
because of the amended minimum, 
In September 1949, the three 


cents,in the proportion of plant 
workers averaging below 75 cents 
an hour from 13 to 6 percent. 
These proportions were generally 
smaller than those in any of the 
other industries to which the 
preceding four chapters have 
been devoted. Estimated wage- 
bill increases required to 
raise to 75 cents the hourly 
earnings of workers averaging 
below that amount equaled only 1 
percent in the lowest-wage region 








Table 36. ee Een st sree nen Be ent aantave Sere 
ce 
phat Srey ays etainmaenadted 


up- 








i 





=, 


Sssy Rees 
watt watBRS 


ttetin~w 


| 


: 
338 
888 
ah 














o88E uwBES 
ven sass wees [FS 
Bann ~wrenwr 


R28 SUrs Reyy 
SER BEER BSae 


ESs 
www 




















from dats furnished by U. S. of Burem of 
Sources Computed by Department of Labor, 


a/ Only three payroll perieis in Morganton-Lencir, where no July 1952 survey was 


b/ Totals may not edd to 100 hooanse of 


rounding. 








AMENDMENT TO INCREASE THE MINIMUM WAGE 275 


Ghort@. PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE 
(EXCEPT UPHOLST* RED) ESTABLISHMENTS, BY AVERAGE HOURLY 
EARNINGS, WINSTON SALEM- HIGH POINT,N.C., FOUR PAYROLL PERIOOS 
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Chart 9. PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE 
(EXCEPT UPHOLSTERED) ESTABLISHMENTS, BY AVERAGE HOURLY 
EARNINGS, MARTINSVILLE ,VA., FOUR PAYROLL PERIODS 1949 —'52 


PERCENT OF PLANT WORKERS : PERCENT OF PLANT WORKERS 
/ 


9 9 
AVERAGE HOURLY EARNINGS (CENTS) 




















ug- 125 - 
124.9 Of HORE 





100 
90 
80 
70 
60 
50 
40 
30 
20 

10 
0 


: ml 
‘dt He 
oe 


asak 


125 
OR MORE 


- 1950 
18 - 
124.9 


MAR . 1950 


SEPT. 1949 
BBs 
GB ocr 


PERCENT OF PLANT WORKERS 


105- 
4.9 


AVERAGE HOURLY EARNINGS (CENTS) 


Bane 


Hat apt ae 
i f aH HE 
i! sna inlay 


+ eal 


104.9 








75-79.9 80-84.9 85-949 95- 


EARNINGS, MORGANTON - LENOIR, N.C., THREE PAYROLL PERIODS 1949-50 


PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE. - 
PERCENT OF PLANT WORKERS 


(EXCEPT UPHOLSTERED) ESTABLISHMENTS ,BY AVERAGE HOURLY 


; 
E 
z 
: 
: 
: 


Léss 
THAN 75 
SOURCE. TABLE 36 


Chart 10. 





276 





AMENDMENT TO INCREASE THE MINIMUM WAGE 277 





Table 37. cna Th I  aee Bh ne Mba sed 


specified categories of average hourly wood furni (exept 


Changes in percent of plant receiving 
Santas bielag eumbngy Soeuenh att oft b/ 
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The low-wage jobs on the whole re- 
ceived larger percent increases 
than the high-wage ones, but the 
amounts involved were generally 
small and the pattern irregular. 


Earnings changes between 
March and October 1950 were marked 
in each region by increases in the 
proportion of plant workers inh the 
wage scale's middle sector (85 
cents to $1.249 an hour) and upper 
sector ($1.25 or more an hour), 
and by decreases in the percent 
ene Eee eee 
hour (Table 37). Most pay in- 
creases ng this period were 
the form of a uniform cents-per- 
hour amount (usually 5 cents, but 
up to 10 cents in a few cases) for 
all plant workers receiving the 
raise. This tended to continue the 
process, begun as a short-run con- 
sequence of the 75-cent rate, of 
contracting percent differentials 
within the wage structure of each 


of 
an 
in 


Winston Salem-High Point and Mor- 
ganton-Lenoir but not changed much 
in Martinsville (Tables 39, 40, 41). 


These spreads were still not 
changed much in Martinsville by 
July 1952, but in Winston Salem- 
High Point by then, because of 
larger percent increments to the 
better-paid jobs after October 1950 
there, most of the higher minimm's 
contracting effect on occupational 
wage spreads seems to have been 
offset. 


Table 38 summarizes the 
changes in average hourly earnings 
in the three surveyed regions be- 
tween the various survey dates. 
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Table 41. Changes in workers in wod furniture 
(ereopd upholstered) eotasitsimentsy, by a’ ae 4 ocoupation, Morganton—Lenoir, 
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in second quarter 1950. 
entire year 1950, 

worker employment in the industry 
averaged 122 thousand, a signifi- 
cant gain over y 1949 average of 


For the 


103 thousand. 
Be Effects on capital expendi- 


tures 


Of the 36 plants about which 
information on this subject was 
supplied, 7 introduced new machin- 
ery between September 1949 and 
October 1950. Four of these 7 


establishments were located in 
Winston Salem-High Point, the low- 
est-wage area, two in Morganton- 
Lenoir, and one in Martinsville. 
Approximate 


tive statistics on capital invest- 
ment in other periods. 


C. Effects on hiring policies 
Only 1 of the 36 reporting 


D. Effects on hours of work 


No information is avail- 
able on scheduled workweeks, but 
weekly hours actually worked by 

ion workers in the manu- 
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competition from other sections 
of the nonupholstered wood furni- 
ture industry may have prevented 
the Southern segnent--presumably 
the only one experiencing much 
direct influence from the higher 
minimum--from passing along leg- 
ally required pay increases, 
which were very small anyway, to 
buyers in the form of price ad- 
vances. 





minimum on wood furniture (except 
upholstered) manufacture in three 
Southern areas vas relatively 

parting bya, athe 





larger increases in lower-level 
wages than in upper-level ones 
within each region, and so served 
to narrow percent wage spreads 
between the two levels. This 
process was continued 
between March and October 1950 
because of the general practice 
@ranting pay increases 


-per-hour amounts. 


in Winston Salem-High Point, 


ffect on occupation- 
al wage spreads seems to have 
been offset by July 1952 by the 
larger percent increments given 
to the better-paid jobs after 
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October 1950. 


The short-run impact of the 
new minimum caused a percent rise 
in average hourly earnings in 





little widening or narrowing of 
differences in earnings levels 
among the three regions. These 
levels were fairly similar to 
start with and remained so. 


the 75-cent rate appears to have 
had no marked nonwage impact in 
the industry. 
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CHAPTER 7 
EFFECTS IN ESTABLISHMENTS WITH REPORTED ADJUSTMENT PROBLEMS 


Soon after the new minisun 
went into effect, some establish- 
ments were reported experiencing 
difficulties in adjusting to it. 
This fact was brought to the 
attention of the Divisions 
through corresvonience addressed 
to them, to other Government 
agencies, ami to Congressmen, and 
through reports appearing in trade 

publications, business magazines 

and newspapers. The Divisions 
carefully checked inte —— 

instance of reported hardshi: 

usually by field cmiieniioene 

to determine the extent, if any, of 
adverse impact. The present chapter 
summarizes the findings of tines 
examinations. 


In the process of investi- 
gating every alleged problem 
case, the Divisions made surveys 
of establishments in 
oyster canning in the area, 
hand manufacturing of cigars, raw- 
sugar producing in Louisiana, and 
also of 41 establishments scatter- 
ei through various industries and 
parts of the country, Almost a 
third of these 41 plants were en- 
gaged in some form of apparel man- 
ufacture, over a fifth in some 
kind of ~— eS 


of the hand-cigar act 
all the oyster-canning and raw- 
sugar industries. 


The establishments studied 
are not a representative sample of 
subject industries generally and 
their experiences under the Act 
cannot be considered typical. 





Instead they represent reported 
cases of major unfavorable ad- 
justments, and conclusions con- 
cerning them should be so inter- 
preted. Other establishments and 
industries, unless their problems 
were not disclosed to the Divisions, 
were either not so substantially 
affected or else could more easily 
ad just to the consequences of 

the new minimun, 


It is estimated that the 
activities studied because of 
reported hardships employed a 
maximum of about 36,000 workers 
in 1959, These workers were dis- 
tributed as follows: 15,000 in 
Gulf oyster canning, 10,000 each 
in Louisiana raw-sugar producing 
and in the hand manufacture of 
oiaeee and 3,000 in the 4] in- 

surveyed plants. These 
~ very emall numbers when compar- 
ed to estimates of the Divisions 
of 21 million employees covered in 
1950 by the minimum-wage provisions 
of the Act and of 1.3 million 
employees receiving direct pay 
increases because of the minimun- 
wage increase in that year. As 
already indicated, other plants 
than those surveyed may have 
felt seriously adverse effects 
because of the amended minimm, 
but if so, their difficulties 
were not revealed to the Divis- 
ions. 


oym fSyment Polic 


i Baploy 


Perhaps the most severe 
effects were felt among the oyster 
are of the Gulf area. 

Several facts are noteworthy in 
assessing the impact there: (1) 
fish canning had been exempt from 
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labor and very little machinery, 
(3) active oyster canneries in 
the region had increased fram 32 
to 52 during 1946-49 because 
of boom postwar demand, and (4) 
ani prices for oysters 
falling at the time the new 
minimum took effect. In any 
case, during the 1950 canning 


for only a few weeks, several 
others reduced operations and out- 
put, and an estimated 1,9 en- 


buted its influence to much of 
this retrenchment. 


Effects were significant also 
in the hand manufacture of cigars. 
This activity had traditionally 


vely 

before 1959 it was gradually 
mechanizing and replacing its 
hand workers. The new minimm 
somewhat hastened this replace- 
ment process and involved an 
estimated 500 to 1,99 employees, 
mostly in Florida and Pennsylvania. 
These workers incluied many older, 
handicapped ones, some of whan 
were later certified as hanii- 





low-wage Philippine 
competition. The arrival of the 
75-cent minimum resulted in a 
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drop of emplovment in this plant 
from 199 to 59, a shift from a 
5-to a k-day week, and a change 
in production from smaller-size 
to larger-size infants* wear. 
This production switch was en- 
couraging for the future since 


versely affected by the higher 
minimum, One of these, a New 
York State dealer with 45 employ- 
ees, switched to a 4-day week, 
discharged 5 emplovees, and 
contemplated laying off another 
5 or 10, The other, a Massachusetts 
dealer said to be the country's 
largest, decreased average em- 
ployment between early 1949 and 
mid-1959 from 290 to about. 150, 
but this decrease was due to 
increased efficiency and dwindl- 
ing sales as well as to the 75- 
cent rate, 


A Utah manufacturer of 
children’s clothing, with 20 en- 
ployees during the peak period, 
ended seasonal activity about a 
month earlier than usual, . 
allegedly because of the new 
minimum, But this seemed largely 
a spurious contraction since 
poner was about Lo yr 
product, having been speeied up 
during the months immediately 
before the 75-cent rate went 
into effect. Two other estab- 
lishments,.an Ohio handmade-cigar 
plant with 5 workers and a 
Kentucky lumber yard with 4 
workers, eliminated whatever 
out-of-state sales they had been 
making in order to be released 
from coverage under the Act. 





Such was the reported ex- 
tent of reduction in operations. 
Estimated unemployment from 
this reduction involved between 
2,000 and 3,009 workers. In 
addition, layoffs occurred in 
three other places. A fairly 
large Virginia cigar manufacturer, 
with about 900 employees, dis- 
charged 15 slower pieceworkers 
who could not average at least 
75 cents an hour after piece 
rates had been raised. A 
Louisiana metal-furniture manu- 
facturer with 95 employees 
eliminatei the need for 4 of 
them by installing $15,000 worth 
of labor-saving machinery, such 
installation apparently being 
due to the higher minimum wage. 
A Colorado broom manufacturer 
with 128 employees credited the 
75-cent rate with causing him 
to discontinue the employment 
of 2 persons engagei in the 
stemming of broom corn, 


Five of the 41 plants 
surveyed reported changes in 
hiring policies because of the 
higher minimum. In each case 
the stated purpose was the same, 
to employ more efficient per- 
sonnel. To do this, three 
firms switched to hiring only 
younger persons, the othar two 
to trying to secure only well- 


: Production Method 


Among the plants and in- 
dustries stulied, expenditures 
for labor-saving equipment. were 
generally negligible. This may 
have been partly because after 
mid-1950 metals and machinery 
became scarce ari subject to 
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rising prices and allocation, 

It may have been partly because 
some operations, like ovster 
canning, offered little technical 
opportunity for new methods or 
machines. 


The mechanization of the 


ination of some positions by 
combining job stations and re- 
ducing yard and mill cleaning 
crews, and the greater use of 
emall tractors for 

purposes. In addition, 6 of the 





furniture manufacturer for the 
installation in his plant of 
three new automatic slat 
machines costing a total of 
$15,%™ ani eliminating the 

need for four workers. This 
instance has already been noted 
in connection with its effect 

on employment. A Texas producer, 
cited earlier as having curtailed 
operations apparently because 

of the 75-cent wage, at the 

same time and for the same 
reason shifted production fron 
smaller to larger sizes of 
infants’ wear. One New York 
City manufacturer of ladies’ 
hand bags reacted to the higher 
hourly wage requirement by 
substituting cheaper materials 
and "cutting corners,” to 

quote from the case investigator's 
report. The sixth firm which 
noted effects on investment or 
production methods, a New Jersey 
preducer of embroidered hand- 
kerchiefs, shifted to larger- 
sized hanikerchiefs requiring 
less stitching per inch. 


rc’ on Viner Factors: 
ours of Work and Product 


The Louisiana metal-furniture 
manufacturer mentioned above 
shifted to a 40-hour week in 
all departments and eliminated 
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overtime work on Saturday 
mornings for maintenance 
employees and workers on rush 
jobs. The Georgia meat packer 
already cited as having aban- 
doned some construction plans 
claimed that, because of the 


ments. During the active sea- 
son, this man switched his 


such increases and two made it 
only partly accountable. 


Summary of Effects 


Any minimum rate set high 
enough to affect broad areas 
of industry--and the 75-cent 
rate was estimated by the 





Divisions to have brought direct 
pay increases to 1.3 million 
enployees--will inevitably seem 
too high for some occupations 
and establishments. Firms vary 
in their productive efficiency, 
financial strength, and security 
of market position, with always a 
margin of business wits which 
are weak in one or more of these 
factors, One consequence of any 
effective minimm is its relatively 
severe impact on the most insecure 
firms. Companies in this category 
usually do not have wide profit 
margins to withstand higher 
expenses, strong market demand to 
absorb price increases, or 
opportunities or capital for 
technical improvements to lower 
unit costs. At the same time 
they often offer the lowest wages 
and face the most substantial pay- 
roll increases to meet any higher 
minimum rate, Many of the plants 
with reported adjustment problems 
appeared to be of this type. 


Even within so selected a 
group, however, the adverse im- 
pact of the 75-cent requirement 
was on the whole not very sub- 
stantial. The oyster canneries 
of the Gulf area were indeed 
markedly affected during 1950, as 
was the hand-cigar industry, 
though less so. The Louisiana 
raw-sugar industry was able to 
absord the higher minimum out of 
sugar price increases oc 
after the Korean outbreak, though 
the 75-cent rate influenced a 
speed-up in technological change 
am a reduction in nonexempt 
overtime work. Of the 41 plants 
separately surveyed, 11 experienced 
some unemployment, 2 by closing, 
6 by curtailments, and 3 by 
eliminating a few positions or 
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slower workers. Factors other 
than the 75-cent rate were 
partly responsible for closings, 
curtailments, and layoffs in 
most instances. Estimated unem- 
ployment in the surveyed activi- 
ties involved between 2,000 and 
3,009 workers. A very few 
establishments claimed effects 
on capital spending and produ- 
ction methods (6 plants), hiring 
policies (5 plants), hours of 
work (4 plants), and prices (4 
plants). 





Unless the surveyed businesses 


were merely the most vocal and 
not actually among the hardest 
hit, it would appear that either 
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CHAPTER 8 


EFFECTS ON EARNINGS IN 17 SELECTED INDUSTRIES 


with reported ad 
(oaeer 7). 


samples of activities assumed 
to have felt little or no 
direct effect. Table 43 lists 
the 17 industries selected for 
the comparative analysis, with 


their average hourly earnings for 


specified years between 1939 and 
1951. 1/ 


The comparative analysis in 
this chapter is discussed gener- 
ally in terms of groups of indus- 
tries rather than in terms of the 
individual industries making up 
these groups. This is for emphasis 
and easier exposition. The earnings 
figure selected to represent a 
group of industries is the simple 
arithmetic mean of the earnings 
of industries in that group. A 
simple mean (that is, with each 
industry weighted equally) was 
used because, for the purposes 
of this analysis, the wage behavior 
of each industry was considered 
equally significant in depicting 
the composite wage pattern of its 


a particular group hei there 
been marked divergences in the 
wage trends of the several in- 
dustries in that group. But 
such was not the case. In each 
group, the simple mean of average 








‘2/ An intustry was considered 


more than 2 percent below, highb-—wage 
if its average hourly carnings were 
more than 2 above, the aver 
age hourly earnings for total mam 
facturing activity (all earnings data 
as of 1938). Excluded from the com 
parison, however, were industries for 
which ni ficant ea in defini- 
tion were made by the U. S.Burem of 
labor Statistics during the period 
studied, except that corrections were 
made tor changes in definition of the 
Southern sawmilling industry and it 
was inoluded, 





292 AMENDMENT TO INCREASE THE MINIMUM WAGE 





Table 43. Average hourly earnings in selected industries, United States, 
spec years 1938-61 
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industry earnings formed a trend high-wage subject, low-wage sub- 
line over time that I to ject, and low-wage nonsub ject 
be a good fit of the distribution classes of industries are graph- 
of wage trends for the group's ically compared with each other 
individual industries (see Charts and with the earnings pattern for 
ll, 12, and 13, based on Table all manufacturing industries as 
bb). &@ group. The chart shows that 
the st 

In Chart 14, the 1938-51 | Savancct over the ported covered 
trends of average earnings in the in the low-wage industries whose 








“eb 01904 :e2sn0g 


293 


S¥UV3A O3191939dS 
Sv6i Seéi ec6! 


























; 
: 
3 
: 
: 
: 
z 
g 
: 
a 
2 


; 00! 8¢6I : 
1$-S8€6! ‘SUV3A A31sID3dS ‘SILVLS G3LINN 


‘“S3INLSNGNI LOIPENS JOVM-HOIH G319373S 
Ni SONINYYS ATENOH 39VESAV 4JO SSX3ONI 7/ #404D 





ee Dev. -39NNOS 








sessisnpus joefqas ebom-moj 40; 0607047 ————~ 
sijjw Buiuajad puod 8/j//waos Vs0Y{N0G——.—— 
BUSINJQOZQUOW 10OM{OOs — 1044007 THIN EKERY 

oo ‘ SBUsIN{2O{NUOW 10OM1OPUN-~{1UY ccccccooe oot 
BUS ANZ QO{NUOW JOTI {LE IO" ooo venee 
Bus sngaosNUOw 41800149800) — mm mw 


oss BUsAsO8OI0 PUD BUsSUUOD me. eer nnmee 2 | 


; 
Z 
; 
: 
: 
z 
g 
: 
Z 
a 
: 

















Ove Ove 
SYIGWAN XIN OOl=8¢6! SYIGHAN XIONI 


IS-8E6! ‘SUV3A OARIsINadS ‘SILIVLS GILINN 


‘S3IMLSNONI LOSBPENS JOWM-MO1 G319373S 
NI SONINYYS ATYNOH 39VYUSAV JO S3XBONI 2/ 4704] 





294 





“we 8190) :e04n0s 


295 


SUVIA O31s193dS 
96! Se6i see! ive! 
T T 











Sepsjsnpuy j2efqnsuow e6om- m0) 104 eb01044 —————— 

.* SO/IPURO] 10MOg crogccevces: 
Ovz ~ PUNO1~ 1004 “BJOJOH «een ee erro ee> 
801048 esipuoyrseW 1010009 ~~ ~—-———-— 
s1u0d Bujedp pue Buvoo}) —— -—-—— 


092 i 092 
YIGHNN XIONI 001=e¢6i S¥IGWNAN XIONI 
IS-8E6I SYVIA AZISID3dS ‘SILVLS GQZLINN 
‘SJINLSNONI LOICENSNON 39VM-MO7 G319373S 
Ni SONINYVS ATYNOH 39VHSAV 4JO SSXSQGNI ‘E/ 44049 




















; 
: 
: 
z 
: 
2 
é 
Z 
: 


63489 O—55——21 





o0l-e6! ta t ok ee 0/904 ; 70NNOS 


1961 OGS6l 66/ 996! SbE6/ 2r6/ 16/1 8e6/ 





oo! 











ogi 



































oz 





SIIVLSNON! LOI0ENS NON oos 
JOVM- MOT YOS FOVEIAY mmm 


SI LENOM 19397°ENS 
JOVM -MOT HOS JIOVEIAY— nes 


SFHIULENON! L9F0ENS 
J9Vh -HOIH HOS JOVEIAY?——? 


SFIIMLENON ONIENLOVINNTR TI ee oez 















































g 
S 
: 
: 
: 
4 
: 
z 
Bs 
3 














oo€ oo¢€ 
SYIGWNN XIONI SYIAGHNN XIAN 


IS-8€6!1 SUVBA GRISOIdS ‘SILVIS GILINN ‘SZINLSNONI 
G319313S 40 S3SSV19 YOs SONINYYS ATHNOH J9VYSAV 4O S3X3ONI ‘#//yO 


296 





AMENDMENT TO INCREASE THE MINIMUM WAGE 297 





this and other aspects of the 
wage behavior between 1938 and 
1951 of the industries selectei 
describes in greater detail for analysis. 








Table 44. Indexes of average earnings in selected industries, United 
Seabee, apedktion pets 100e-an rs 
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Changes in Selected Industry 
Earnings, 1949-51 





Table 45 shows in percent and 
cents-per-hour terms, for the 
selected industries and for all 
manufacturing activity, increases 
in average hourly earnings be- 
tween 1949 and 1959, between 1950 
and 1951, and between 1949 and 
1951. The year 1949 was the last 
full one before the minimum-rate 
increase to 75 cents an hour 
became effective. The year 1950 
was the first one in which eco- 
nomic activity was affected by 
required adjustments to the higher 
statutory minimum. It was a 
year also influenced by a general 
business upswing, which began 
after March and gained momentum 
from the North Korean attack in 
June, During second half 1950 
and during 1951, inflationary 
pressures greatly outweighed the 
minimum-rate increase in influen- 
cing wages and other job condi- 
tions, ‘ 

In 1949, average hourly 
earnings in the low-wage subject 
industries averaged higher than 
those in the low-wage nonsubject 
retail and service trades, but 
were slightly less than three-. 
fifths of the average pay in the 
selected h employments. 
Between 1949 and 1950, the low- 
wage subject iniustries had the 
largest proportionate advance in 
mean hourly earnings, 5 percent, 
as against only 3 percent for the 
high-wage industries and 2 per- 
cent for the low-wage nonsubject 





lowanage subject industries $1.01, and 
highwage industries $1.75 (Table 43). 





activities (Table 45). The 
difference here may perhaps be 
fairly ascribed to the influence 
of the amended minimun. 


The mean of average earnings 
for 1951, compared to 1950, was 


period 1%,9-51, the high- and. low- 
wage subject industries had the 
same proportionate increases>in 


EEREELICE 
; a 
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Table 45. Increases . wren gl hourly earnings in selected industries, 
ted States, by period, 1949.51 
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Source: Compted from Table 43, 





legislation were not able to do 
so. 


Table 45 shows the 1949-51 
wage movements in prety a 
as well as percent terms. 


even though the two showed equal 
proportionate gains (equal percent 
advances of course represent 
greater actual money increments 





for initially higher wages). 
Cents-per-hour pay differentials 
were therefore widened between 
low- and high-wage subject 
activities, and also between 
them and the nonsubject retail 
and service trades. 


= in Selected Industry 


It is interesting to compare 
the wage influence of the minimum 
during 1950-51 with its wage 
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influence during 1938-41, 
another period of substantial 
minimum-wage impact. The 

Fair Labor Standards Act 

became effective October 24, 
1938, with a minimum hourly 
rate of 25 cents. This rate was 
increased after the first year 
to 39 cents, with an hourly 
minimum of 4° cents scheduled 

to become the legal wage floor 
within a maximum of seven 

from the effective date of the 
law--by October 24, 1945, that 
is. Before that date, the 49- 
cent minimum was to be attained 
on an industry basis as rapidly 
as possible without substantially 
curtailing employment, and for 
this purpose an industry-committee 
procedure was set up. During 
the next few years, industry 
committees made many recommen- 
dations for rates ranging from 
32.5 to 40 cents an hour. By 
July 1944--more than a year be- 
fore the end of the seven-year 
period--the 40-cent rate had 
been put into effect in all 
industries covered by the wage 
requirements of the Act (outside 
of Puerto Rico ani the Virgin 
Islands). 


Being a period of active 
adjustment to the new Federal 
minimum wage, the 1938-41 inter- 
val resembled the 1959-51 years 
of adaptation to the minimm- 
rate increase to 75 cents. It 
also resembled the 1950-51 years 
in being a time of 
improving business conditions, 


based mostly on national 
defense expenditures. 1/ 


Table 46 summarizes percent 
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Table 46. Changes in average hourly earnings in selected industries, 
United States, 1938-41 





Change during period 
193841 2/ 
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low-wage ject 
earnings tend to fall behind those 





for high-wage ones. The 
experience differs from that 
for 1949-51 in that low-wage 
subject earnings maintained an 
advantage over high-wage ones 
in percent gains. Perhaps this 
is partly because the direct 
upward effects of the minimn, 
instead of being concentrated 
at only one time as in 1950, 
were spread out over the entire 
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period 1938-41 as the legal 
hourly minimum was raised in 
small increments from 25 cents 
to a maximum of 40 cents. 


In cents-per-hour terms, 
average hourly earnings in 1938 
averaged 89 cents for the seven 
high-wage industries, 42 cents 
for the low-wage subject employ- 
ments, ani 42 cents for the non- 
subject trades (Table 43). Even 
though 1938 earnings in the low- 
wage activities were less than 
half those in the high-wage ones, 
the upward force of the newly 
enacted minimum was strong 
enough to result in cents-per- 
hour advances almost as large 
for the low-wage subject indus- 
tries as for the high-wage ones 
(6 cents compared to 8 cents: 
Table 46). Meanwhile, the non- 
subject trades laggei behind, 
with an increase in mean hourly 
earnings of only 2 cents. 


Selected Ind 
Earn 


Between 1942 and 1949 
economic activity was least 
affected ty the statutory 
minimum since original enact- 
ment of that minimum. Increas- 
ing labor needs during the 
course of World War II raised 
lowest hourly earnings to 
amounts equal to or higher 
than 49 cents. The legal 
minimum was of only minor con- 
sequence during 1942, 1943, and 


1944.1/ Thereafter it lost 
all direct influence and, until 
the minimum-wage increase of 
January 1950, was only a 
potential floor in the event of 
a fall in wages. The primary 
impact on pay scales and other 
conditions of employment during 
1942-49 stemmed from a general 
tightening of the labor market 


The 1942-49 experience is 


useful in pointing up comparative 
pay movements between 


low-wage 
subject and nonsubject industries, 
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activities, 


The 1942-49 years fall into 
two main divisions: the war 
period 1942-45 and the postwar 
period 1946-49. Both were times 
of exceptional stresses 
from general scarcities of 





productive factors. Wage and 
price controls were in effect 
during the first period but were 
discontinued in the postwar years. 


Between 1942 and 1945, 
average hourly earnings showed a 
larger percent increase in the 
pay nonsub ject trades as a 
group (38 percent) than in either 
the low-wage subject industries 
(27 percent) or the high-wage 
covered industries (17 percent) 
(Table 47). This inverse 





Table 47. ‘Increases in average hourly earnings in selected industrics, 
United States, by period, 1942-49 
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correlation between initial level 
of wages and size of earnings 
advance 1/ may have been partly 
caused by efforts of low-paying 
employers to discourage their 
from transferring 
to the relatively 
industries. (A transfer from 
low- to high-wage activities went 
on anyhow to some extent during 
the 1940-45 years of defense 
ard war effort.) The inverse 
correlation may have also been 
partly due to the National War 
Labor Board policy of being 
relatively lenient in granting 
wage increases to correct sub- 
standards of living while limiting 
other pay advances to merit 
increases, in-grade promotions, 


and other adjustments affecting 

workers individually or in specif- 

ie groups. 1/ The 1942-45 exper- 
influenced 

by its distinctive features of 


except those on rents were removed 
in November 1946. The | 
two years were marked by rapid 








j/ Aseoeting to Sutil <i, seseags 

wily earnings in 1942 averaged 46 
cents for the nonsubject trades, 55 
cents for the low-wage subject employ 
ments, and $1,05 for the high-wage ones< 
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rounds of broad, general pay 
increases, but 1949 saw a level- 
ing off and then contraction of 
business activity. 


the years between 
1946 and 1949, when the 40-cent 
minfmum had no apparent wage 
influence of any sort, mean 
hourly earnings experi 


and an advance of 22 percent in 
the low-wage nonsubject trades 
(Table 47). The 26-percent 
gain in the average for high- 
wage activities, compared with 
the 22-percent gain in the 


times of economic expansion 

(as does the 39-percent advance 
in the average for all manu- 
facturing employmer:t compared 
with the increases for low-wage 
pursuits). 


Between 1942 and 1949 
both the low-wage subject and 
nonsubject activities increased 
their mean hourly earnings by 
more than four-fifths while 
high-wage average earnings 
increased by two-thirds. Thus 
over the eight-year span the 
low-wage pursuits bettered 
their comparative position, even 
without much upward impetus from 
the minimm., The in- 


probably mostly because of the 
extreme labor shortages then 
current and the National War 
Labor Board policy of permitting 
increases for substandard pay 





scales while limiting them 
elsewhere. The fact that the 
low-wage subject activities did 
not gain in average-earnings 
advances on the nonsub ject 
trades during 1942-49, but did 
so during such periods of 
significant minimum-wage effect 
as 1949-51 and 1936-41, tends 
both to support the existence 
of a minimum-wage influence on 
low-level subject earnings and 
to measure that influence. 


In terms of cents per hour, 
the average-earnings picture 
is not quite the same, Table 
47 shows that the 1942-49 
advance in average earnings 
amounted to 70 cents an hour for 
the high-wage industries as 
against only 46 and 40 cents an 
hour for the low-wage subject 
and nonsubject industries, 
respectively. Thus, even though 
they showed a comparative gain 
percentagewise, the 
activities lost ground to the 
high-wage ones in terms of 
actual money payments. The 
widest disparity in hourly- 
earnings advances during 1942-49 
was that between hotels, power 
laundries, ani Southern sawmills, 
each of which advanced 36 cents 
an hour in average earnings, 
and anthracite- and bituminous- 
coal mining, which showed hourly 
increases of 90 and 8 cents, 
respectively. 


“Ene et 


Tables 48 and 49 summarise 
wage movements between 1938 
and 1951 for the selected 
industries, and Chart 15 graph- 
ically presents the material of 
Table 49. Over the entire 
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Table 48, Inoreases in average hourly earnings in selected industries, 
1936.51 
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ly-year period 1938-51, the 
average of hourly earnings more 
than doubled for each industry 
group, increasing 171 percent in 
low-wage subject activities, 125 
percent in low-wage nonsubject 
trades, and 121 percent in high- 
wage employments. Thus, average 
earnings for the nonsub‘ect and 
the high-wage types of industries 
advanced percentagewise about 
the same while the mean of low- 
wage subject earnings gained 





relatively more than either of 
the others. 


The extent ami direction of 
the minimum-wage influence is 
probably most clearly seen by 


ings for the low-wage subject 
amd nonsub ject industries. 
Except for status under the Act, 
these two industry types appear 
roughly comparable in wage 
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Table 49, Percent changes in average hourly earnings in selected industries, 
United States, by period, 1936-5) 
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War II comiitions is doubtful. 
In every period except 1942-45, 
high-wage earnings gained 
percentagewise more than did 
retail-service earnings. Even 
with the wartime boost, the 
percent increase in the latter 
did not keep pace with the 
gain in average earnings ) 
between 1938 and 1951 for ali 
manufacturing iniustries as 

&@ group. 


The 1938-51 increase in 
hourly*earnings for the low- 
wage subject industries as a 
group (171 percent) exceeded 
the increase for high-wage 
average earnings (121 percent), 
as already indicated, and also 
the advance for all manu- 
facturing industries (148 
percent). This comparative 
percent gain for the low-wage 
subject earnings probably was 
due chiefly to the minimu- 
wage influence, since without 
that influence such earnings 
would tend to behave like 
the low-wage nonsubject ones. 
It was during the 1938-41 and 
1949-50 periods of active 
minimum~wage influence, (and 
also during World War II), that 
the low-wage subject earnings 
gained percentagewise on high- 
wage ard all-manufacturing 
earnings; at other times, low- 
wage subject earnings only 
kept pace, or fell behind 
percentagewise, From these 
facts it appears that the 
relative earnings position of 
low-pay subject industries 
definitely improvei when the 
min 





pay levels 
during most of the 1936-51] period. 





to worsen when this pressure 














i teil 
ahi 

lint , 

hit i 





20 | 49 | 73 {176 








MINIMUM WAGE 











ing industries 


cab 
ject inius- 
tries 


sor 


jeot 











E 
: 
z 
: 
: 
E 


Because they eliminate the 
confusing factor of changing com- 
modity prices, real wages can be 
clearly related to purchasing 


power. A real-wage increase means 
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Output per man-hour rose in 
the United States between 1938 
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income forms as a group. 


Table 50 shows that between 
1938 and 1951 workers in the low- 
wage industries generally subject 
to the Act received, after abstrac- 
ting cost-of-living increases, an 
additional share (20 cents an hour) 
of the national product nearly 
equal in absolute size to that re- 
ceived by workers in all manufac- 
turing industries as a group (21 
cents an hour), slightly more 
than that received by workers in 
the high-wage covered industries 
(18 cents an hour), and twice 
that received by employees in 
the low-wage nonsubject trades 
(10 cents an hour). Translated 
to percent terms, these abso- 
lute increments meant that over 
the l4~-year period workers in 
the low-wage subject industries 
enjoyed a relative gain in real 
purchasing power (49 percent) 
greater than workers in the 
other industry groups, while 
personnel in the low-wage non- 
subject trades, with a 23- 
percent gain, kept relative pace 
with employees in the high-wage 
subject lines (20-percent gain) 
but not with employees in the 
all-manufacturing category (35- 
percent gain). 
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ExHIsrr 
Consumer price index, United States, ali items, 1938—February 1965 


[1947-49= 100} 
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Exuisit G 


Gross average hourly earnings and percent increase for selected periods 1938 
through February 1955, for all manufacturing, durable and nondurable geods 
groups, and for the major 2-digit industry groups 
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See footnotes at end of table. 
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Gross average hourly earnings and percent increase for selected periods 1938 
through February 1955, for all manufacturing, durable and nondurable goods 
groups, and for the major 2-digit industry groups—Continued 





Percent increase 
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NoTe.—Data are shown for all periods for which they are available. 
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Exursit G (Part II) 


Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955 
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See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 snengh lmbaaiedh s066~-Cnnaines 
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See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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See footnote at end of table, p. 328. 
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Grose average hourly earnings for selected 3- and 4-digit industries and percent 
inorease for selected periods 1938 through February 1955—Continued 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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Gross average hourly earnings for selected 8- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1988 through February 1955—Continued 
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Note.—Data are shown for all periods for which they are available. 


Mr. Larson. I would like to make it easier to follow these by point- 

ing out what they are and how they fit into the general pattern. 

xhibit A is the distribution of wage and salary workers according 
to status under the Fair Labor Standards Act. If you glance at page 
3, you will see the figures I was using yesterday to respond to one of 
the questions on how many of these people are under interstate com- 
merce and how many are not. 

Exhibit B is the wage distribution survey of manufacturing, which 
has been referred to frequently during the testimony and a ques- 
tions broken down in considerable detail. This one, you will recall, is 
just the straight survey of production workers in manufacturing, 
which was especially conducted for this purpose. 

Exhibit C, which in many ways is the most all-around useful exhibit 
for our present purposes, shows the impact of 85 cents, 90 cents, $1, and 
$1.25 minimum wage rates in covered industries, as well as in the 
manufacturing survey. So this carries the thing a step further and 
points out what the impact would be on all covered workers according 
to our best estimates. 

If you will glance at this, it is broken down in table C-1 according 
to, first, all workers under the act, and then all manufacturing workers 
under the act, to show on a nationwide basis how many employees were 
earning less than the figures that are most involved in the discussion, 
90 cents, $1, and $1.25. 
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C-2 is a very significant table, broken down regionally into the four 
major regions, showing how many people would be affected in the 
South, the Northeast, the Middle West, and the Far West for the 
principal suggested figures. j 

C-3 breaks it down by durable and nondurable goods in regions. 

C4 breaks it down by men and women in regions. 

C—5 goes into the finer classifications of various manufacturing in- 
dustries, and shows the impact on a rather detailed breakdown of 
industries. 

C-6 is a very interesting set of figures which shows the impact not 
only in terms of the number of workers affected, but the percentage in- 
crease in the wage bill of these different figures, 85 cents, 90 cents, $1, 
and $1.25. The 85 and 90 are on the first page, and the $1 and the $1.25 
are on the next page. 

To show you ie we have used these tables in the working out of the 
figures we have been talking about, we start with the coresponding 
figures during the 1950 increase. We find, for example, that the 75- 
cent rate affected directly 69 percent of the employees in southern saw- 
mills. That is the first item in table C~7. tf you look over to the 


right you find that the 90 cents affects 74 percent of the workers in the 
southern sawmills. 

As to the increase in wage bill, the 1950 action required a direct wage 
bill inerease of 14 percent. In this case it is 9 percent. 

So you can go down the list and make this comparison. 

In men’s seamless hosiery, which is a prominent item, down the line 
a way, in 1950, 75 cents required increases for 24 percent of the em- 


ployees, and a 3 percent increase in the wage bill. 

If you glance down here you will find that the 90-cent increase re- 
quires increases for 30 percent of the workers, and the same increase 
in the wage bill as in 1950, namely, 3 percent. 

In men’s dress shirts, the 75-cent rate required increases for 37 per- 
cent of the employees and 5 percent in the wage bill; and here we find 
corresponding figures of 33 percent of the workers, 3 percent of the 
wage bill. 

For work clothing, the 75-cent rate would require a direct increase 
to 52 percent of the workers and a 9-percent increase in the wage bill; 
and we find 51 pereent of the workers and.a 5-percent increase in the 
wage bill. 

You ean carry out that kind of comparison to show how we arrived 
at the conclusion that the impact of the 90 cents was, taking it all in 
all, approximately comparable to the impact of the 75 cents. 

Mr. FrenincHuysen. Could I ask the witness a question about one 
of these charts to see if I understand the figures in it 

On table C-1 an increase to 90 cents would result in a direct increase 
in the annual wage bill of $220 million, and an increase to $1.25 would 
amount to $2,300 million. In other words, the impact on the highly 
competitive industries, the low-wage industries, would be over 10 times 
as great if we had an increase of 50 cents as compared to an increase 
of 15 cents. 

Mr. Larson. Yes. That is the overall picture. 

Mr, Fretaneuuysen. Thank you. 

Mr. Larson. The same kind of comparison, of course, can be made 
as to the effect of the $1.25 on the percentage increase in wage bill by 
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industries in the United States, as I have just made for 90 cents, and 
you see, of course, the contrast. 

In the southern sawmills 94 percent, or almost all of the southern 
sawmill workers, would have to have their wages increased by the 
$1.25 rate, and it would mean a 44-percent increase in the wage bill 
of the southern sawmills. 

Work clothing, 88 percent. This is work clothing for the country 
as a whole. 

Mr. Wier. Before you get off lumber, by no stretch of the imagina- 
tion do you include all of the timberworkers down South in that raise, 
because the House removed what they thought was the problem, and 
that was to exempt all these—I do not know whether you call them 
woodpecker mills or whatever they are down there, which employ 
fewer than 12. No matter what the wage bill is, they are still exempt, 
and certainly that is not going to bring about the figure that you cite 
there. 

Mr. Larson. It is my impression that the people dealt with in these 
tables are the people who are covered. 

Mr. Wier. That is a different picture. I am assuming in the ques- 
tion asked you that was the competitive industries. 

Mr. Larson. That is right. This is a directly relevant table, be- 
cause we have included in here the covered southern sawmill workers. 

Mr. Wier. What percentage of sawmills, any sawmills, employ 12 
or more? We were led to believe and the basis of the exemption which 
was asked for was that the industry was a lot of small sawmills seat- 
tered all over the South. 

Mr. Larson. Could I call on someone for that? This is Mr. Weiss. 

Would you introduce yourself? 

Mr. Harry Weiss ( Assistant Administrator, Wage and Hour Divi- 
sion, Department of Labor). The exemption in 1949, if you may re- 
member, was for logging employees only, employing less than 12. It 
does not apply to sawmills. We estimate there are 110,000 persons 
employed in logging establishments that were exempt in 1949. The 
rest of the industry are still covered by and subject to wage require- 
ments. 

Mr. Wier. Let us clarify that. That is not the way I understood 
the word “logging.” The South has a lot of that southern pine which 
is manufactured into boxes for, let us say, North Carolina’s strawberry 
and vegetable shipments. They are small mills. I assume that 
“mills” was the term used rather than logging. 

Mr. Weiss. No, sir. I think if you will check it, the exemption is 
limited to logging establishments. It is true one of the bills covered 
both, but in conference the exemption was limited to logging estab- 
lishments. 

Mr. Wier. We had quite a tussle over that. 

Mr. Weiss. Yes; we did. 

Mr. Wrer. Because almost the whole pine industry of the South- 
eastern States would have been exempt under that 12-man exemption 
applied to timber products. 

r. Wetss. In one of the bills, as I recall, it did apply both to saw- 
mills and to logging establishments, and the conference committee 
finally limited it to logging establishments. 

Mr. Wier. Is your Department now covering what we might call a 
mill, small or big, and your logging interpretation would be that 
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movable sawmill which goes into a wooded area and they cut the 
timber down, and they haul it to the mill? Is that the extent of the 
exemption ? 

Mr. Weiss. That is correct. It is limited to purely logging opera- 
tions. 

Mr. Wier. When the log starts up the track to the saws, it becomes 
a matter of manufacturing and is covered ? 

Mr. Wetss. That is correct. 

Mr. Wier. That clarifies that question. 

Mr. Larson. In table C-7 the comparison is carried on with refer- 
ence to Southern States only, and there you will find on the second 
page of this set of tables the impact of $1.25 in the South on a number 
of industries. The percent of workers directly affected by $1.25 in 
the South runs like this: Sawmills, 94 percent; work clothing, 94 
percent; processed waste, 92 percent; candy and confectionery, 91 
percent; men’s and boys’ dress shirts, 89; paddings and upholstery 
fillings, 89; men’s seamless hosiery, 80; and so on. Those are the 
people who would be less than $1.25. 

e percentage increase in the wage bill: Sawmills 44 percent 
increase in the South, as I have indicated ; work clothing in the South, 
39 percent; processed waste, 39 percent, and so on down. 

hat is how we have used these figures to arrive at the conclusion 
that the 90-cent figure would have approximately the same impact as 
the 75, while there is danger of excessive impact in some of the larger 
figures which have been suggested. 

Exhibit D is the study I told you about yesterday, on the results of 
the 1950 minimum-wage increase. I might just say a word about 
that. 

The study was undertaken shortly after the increase went into effect. 
Some of these low-wage industries were surveyed in March 1950, and 
some others in April or May, but the Korean war stopped this re- 
search program. We would con done a great deal more about study- 
ing the long-term effects of the 1950 increase, we would have done a 
much more thorough job if it had not been for this interruption. But 
we feel that enough was done in this 6-months or so period before the 
Korean war changed the whole picture to base conclusions upon as to 
the ability of industry to accommodate itself to increases of this kind. 

Exhibit E is just for your general use. This is the increases or 
changes in the Consumer Price Index over the relevant years. 

Finally, exhibit G is a rather elaborate set of tables showing the 
increases in hourly earnings over selected periods between 1938 and 
1955. 

We are very anxious to place all our resources and all our data and 
all our research at your disposal in any way we can, and if there are 
other things we can possibly provide in the way of data or information 
or statistics, I hope you will call on us. 

We have done a great deal of work, both in this and, of course, 
on the coverage aspects of the question, on which we are prepared 
to submit, if it is desired, a great deal of detailed information. 

Mr. Wier. Mr. Chairman, if nobody else wishes to question the 
witness—— 

Mr. Ketter. Does that conclude your statement ? 

Mr. Larson. Yes. That is my explanation of the exhibits. 
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Mr. Keuiey. I recognize the gentleman from California, Mr, 
Roosevelt. 

Mr. Roosever. Mr. Secretary, going back to table C-1 for a min- 
ute, if I read it correctly, for all of the workers subject to the act, 
if we were to increase the minimum wage to $1, the total impact on 
the total wage bill would be only 0.7 percent ; is that correct ¢ 

Mr. Larson. That is correct. That is the direct increase. I have 
not gone into any detail about indirect effects of a direct. increase. 
That is another story. We have not attempted to project that here. 
This is the direct increase in the annual wage bill. 

Mr. Roosrvetr. Certainly on the total wage bill of the country, that 
is not a very significant impact; is it? 

Mr. Larson. I would say in going at this, this is not by any means 
the major consideration. The major consideration has been of the 
type I indicated, the impact on yaa se industries, particular classes 
of people, particular classes of employers, and so on, rather than a 
sweeping, nationwide bill. 

Mr. Roosevett. I will come to that. I wanted to make sure, for 
the record, when we talk about inflation we must speak of it in rela- 
tion to the total impact of the increase. A 0.7 percent increase is 
certainly not a very heavy impact in relation to inflation in the overall 
picture. When we get up to $1.25, it is still only 2.8 sages 

It would seem to me, at least, that it would hardly be a very heavy 
inflationary item. 

Getting back over to table C—6, taking the one which is perhaps 
the heaviest hit, after looking at these figures very, very quickly— 
because naturally that is all I have had time to do—it appears that 
the impact of an increase to $1 on the Southern sawmills would be 
a percentage increase in the wage bill of 18 percent, is that correct? 
I think we could generally agree that that would be the one which 
probably had the furthest to go in working its way out from a sub- 
standard wage. 

Mr. FrevincHuyseNn. Twice as much of an impact, Mr. Roosevelt, 
as the 90-cent rate, if you look at the first page of table C-6. As I 
understand it, it is a 9 percent increase at 90 cents, and 18 percent 
at $1, and 44 percent at $1.25. So the ratio increases very rapidly 
the more you increase the coverage. The impact is substantially 
more. 

Mr. Roosrvetr. I think that is quite true. 

The question then would occur to me: What study can the Depart- 
ment give us as to the ability of the industry to absorb a 9 percent 
or an 18 percent increase in the wage bill ? 

Mr. Larson. The study we rely on is the experience with the pre- 
vious increase. I think I should say this generally: We are in the 
best position, so far as experience is concerned and facts are con- 
cerned, anybody has ever been in when confronted with a minimum- 
wage legislative action. Perhaps it is not as good as ideally we 
would ike it to be, but with the combination of the experience of 
1950 and the elaborate wage-distribution survey, that, we think, is the 
best way to judge the impact and the ability of these industries to 
accommodate themselves to it. 

Mr. Roosrvert. My specific question would be: Would you tell 
the committee, then, of the ability that the Southern sawmills, for 
instance, showed to absorb the increase granted in 1950? 
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Mr. Larson. Yes. I think that is what we have done in this printed 
study. I do not think you can deal with the ability to absorb, so to 
pore in the abstract or in theory. I think it is a matter of experience. 

You see, these industries do not sell at retail. They do not sell 
on the open market. They cannot just raise their price when they 
happen to want to. They are producing for sale to retailers or whole- 
salers. The people whocome around and visit them are sharp, shrewd 
buyers who are looking for a place to save a penny or a nickel on the 
purchase price. 

Frequently you will find that these people about whom we are 
talking, who are affected by this minimum-wage action, are just a 
fraction or a segment of a nationwide or an overall industry, the 
rest of which is not affected by the minimum-wage increase. So 
the impact must be considered in terms of the fact that this is going 
to add to the cost of a competitive segment of an overall industry in 
many cases where a few cents might make the difference between actu- 
ally getting or losing the sale. 

Mr Roosevett. Where is the competitive disadvantage here if the 
whole industry, as I think we will agree here, is going to be affected 
and if the 1950 figures show that they absorbed it? I am interested 
in trying to find out specifically why they cannot take care of an 
18 percent increase in their wage bill. 

Mr. Larson. We know they can take care of the kind of increase 
we have been talking about because we have had experience in that. 
On the competitive feature, let me take the sawmill business for 
example. 

Mr. Roosrvevr. You will grant me that we are taking the worst. 

Mr. Larson. Yes, we will start with the worst. 

Mr. Roosevet. Because I will get down to the cotton textile people 
and show you it is only a 1 percent increase, which is the largest 
overall group. Certainly they are not going to have any trouble ab- 
sorbing a 1 percent increase. 

Mr. Larson. My point is that you cannot form a kind of instinctive 
jue of the largest or smallest number and say this is an awfully 
small number and they can absorb this. Sometimes 1 or 2 or 3 
percent difference in competitive costs makes all the difference. 

Take the sawmills, for example. Southern pine competes with 
Douglas fir and with Western pine in some instances, and even to some 
extent redwood and other competitive woods. I know, because this 
is an industry I worked in for 3 years. Douglas fir is actually invad- 
ing the South. In spite of the fact that the Southern pine industry 
has traditionally been the biggest lumber industry, Douglas fir is 
able to make more and more inroads and compete with Southern pine 
on its own ground and pay the freight. 

The cial, is, if you then raise the wage bill of Southern pine, you 
certainly are not going to raise the wage bill of Douglas fir. We all 
know that. You are not going to raise the wage bill of Weyerhauser 
or any of these companies. 

That illustrates my point that you raise the wage bill of a com- 
petitive segment and not of another segment, and that is why we can- 
not speculate on whether it can be absorbed just because of the size 
of the increase. 

Mr. Roosrverr. I will be glad to yield to my friend from Georgia. 
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Mr. Lanprum. In relation to the discussion you are having with 
the Secretary, you California people ought to be able to put Cali- 
fornia redwood on the Atlanta, Ga., market at about the same price 
we are able to put Georgia yellow pine on the market. There are 
many reasons for it, some of which the Secretary has gone into. In 
California you take two men and a piece of machinery and cut a car- 
load of lumber, while we are finding enough timber to produce a 
half carload of lumber. We have to move through lots of acres of 
ground, while you go out and cut 1 tree, perhaps, or 2 or 3 trees with 
a piece of machinery. It makes quite a bit of difference when you have 
to yo 8 or 10 or 12 or 15 men to produce a car of lumber, in quan- 
tity the same as a car of lumber which you are able to produce with 
2 or 3 men in California. 

For that reason the wage is really going to hit hard in that section. 
In the little town in which I live, one of my neighbors built a home, 
just recently completed, and he chose to use your California redwood 

ecause he could get it at the same price that he could get the Georgia 
yellow pine as a matter of production. 

Mr. Larson. I have seen some of these redwood mills which are now 
what is known as automated to a certain extent. They have electric 
eyes. The lumber comes down the track and the electric eye looks 
at it and one piece shoots off to the right and another to the left, ac- 
cording to the size, quality, and so forth. It is the most highly auto- 
mated lumber industry in the country. 

Mr. Roosevert. I thank the gentleman for being so kind to the 
State of California, and I think you do a pretty good job. 

Mr. Lanprum. I am just telling you the things that concern us. 
We like all of our people down there to make all the money they can 
and have all the money they need. We want to do everything we can 
to help them get it. 

We would like also for them to be employd rather than unemployed. 

Mr. Roosevetr. I think that is true, but I think you can find other 
ways of making it up, for instance the productivity of workers and 
various other ways, because that was proven in the 1950 experience. 

Actually, the specific question I wish to ask on this is, was there an 
18-percent increase in 1950 for these same people, or was there only a 
9-percent increase in 1950? 

Mr. Larson. Fourteen percent. 

Mr. Roosevett. Fourteen percent. They absorbed a 14-percent in- 
crease in 1950 without being priced too far out of the market. 

Mr. Larson. I might add, since again I was in this business some- 
times before that and followed the price structure, that it just hap- 
pened that there was a very substantial boom in southern pine prices 
bom that time, which contributed materially to the ability to absorb 
this. 

Mr. Roosrvett. You know, I am always amazed at the things that 
just happen to be, which enable people to adjust to an increase in 
minimum wages all the way down the line. 

Mr. Secretary, let me ask you a couple of other things. 

I think you will agree that in the testimony of yesterday, taking up 
the first intent of Congress, which would be to try to clear conditions 
detrimental to the maintenance of the minimum standard of living, 
the health, efficiency, and general well-being of the workers, that that 
is the first thing we try to do. In doing that, I think you will agree 
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that the number of people affected here is considerable in the overall 
picture of employed people in the United States. 

When they get continuously out of line in relation to the earning 
power of the rest of their fellow workers, we are not living up to that 
particular intent of Congress as expressed. 

Am I correct in saying that there has been in the overall an increase 
in wages throughout the country of approximately 44 cents an hour, 
the general increase between 1950 and 1955, nationwide? 

Mr. Larson. Exhibit G is designed to deal explicitly with that ques- 
tion, and has the increases from one period to another. The first figure 
here for all manufacturing appears to be an increase from 1949 to 
February 1955 of 31.3 percent. 

Mr. Roosrveit. However, we are not dealing just with manufactur- 
ing in this. We have a good many other people who are covered. I 
am perfectly willing to take that as a figure. 

You will agree that if there was an increase of 31-percent—is that 
a percentage or cents figure ’ 

Mr. Larson. That is percentage. 

Mr. Roosevett. I am talking about cents. The average increase is in 
cents, too, is it not? 

Mr. Larson. If you look to the left there, 1949 is $1.401. Thirty-one 
percent is about 43 or 44 cents. 

Mr. Roosrveir. Therefore, if the average worker’s wages have gone 
up 40 or 44 cents, it would not seem out of line to increase somebody 
else roughly a little bit over a half of it, or up 25 cents or up to $1, to 
keep them in line again with the general intent. I am simply look- 
ing at what would seem to be a reasonable way of trying to arrive at 
a conclusion. 

Mr. Larson. I think that is one of the things that you weigh in, 
that you keep in mind. 

Mr. Roosrvetr. The next thing is, if we added that, of course, we 
would not add the whole 44 cents to the 75 cents because of other 
factors; but if we did, we would come pretty close to the $1.25 figure. 
We would come to $1.20, I think. 

So would you say perhaps the $1 figure was not too out of line to 
consider as a reasonable de 

Mr. Larson. As I explained yesterday, we took into account all 
these various factors, including the one that you are dealing with 
now; but when it comes to the final decision, after giving the upward 
yush, so to speak, with all these factors, then you come to the limiting 
actor, which is the ability to absorb and accommodate to the increase. 
That is the factor which is figured in arriving at the judgment that 
90 cents would be the best figure. 

Mr. Roosevetr. All right, sir. I still cannot get you to say that 
$i is fairly reasonable, I judge. 

Going on, then, from that, the next thing I would like to make 
sure we brought into consideration is productivity, because I think 
you will agree that any increase can be absorbed to a good extent by 
the increased productivity of labor. 

My own figure, which I think I got from your Department, is that 
the average increase in productivity is about 20 percent. Is that 
about right ? 

Mr. Larson. You mean for the country as a whole—— 

Mr. Roosrvetr. Yes. 
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Mr. Larson. Or for the period involved in this? 

Mr. Roosrvert. My information from the Department is that it 
does not vary very much in these so-called substandard industries; 
that they have also increased very close to the average. 

Mr. Larson. On the second point I could not agree. On the first 
point, as to the overall increase, I think that is about right. As to 
the amount of increase in the specific industries and employments 
and people affected, whether they have kept up in productivity, I 
think that is a very serious question, and I woul say that 

Mr. Roosrvett. What figures do you have on that! 

Mr. Larson. We have studies of industries which, taking them all 
in all, might be characterized as generally low-wage industries, but 
we have not got figures, and I do not think anybody has figures, taking 
the specific people who are going to be affected by this increase. 

Mr. Roosrvetr. Then how, Mr. Secretary, can you tell me it is not 
the same? If you haven’t the figures, how do you know it is not 
the same? 

Mr. Larson. Let us go back to our illustration of lumber again. 
The big sawmills have these automatic devices, they have these tre- 
mendous increases in mechanization; while the peckerwood mill of 
the South is just exactly the same as it was 20 or 30 years ago. You 
can carry that same comparison through between the great automated 
factories, on the one hand, and the people who are going along pro- 
ducing the kind of goods we are dealing with here. 

It just seems commonsense to conclude that there has been sub- 
stantially less noticeable increase in productivity. It is probably 
confirmed by the fact, too, that these people who operate on low wages 
and low margins and low profits just do not have the money to put 
into the expensive equipment it takes to boost these productivity 
figures so dramatically. 

Mr. Roosevett. We still do not have any definite figures to go on. It 
is just your guess that they do not have this, and we have not made 
any studies of this, as I understand it. But we do have some pretty 
accurate figures on the rest of these industries which are in your 
charts here. 

I think you will find, Mr. Secretary, that they do not vary very 
much from that 20-percent figure. 

The reason I bring that out is that if you took your figures of yes- 
terday and applied just the increase in the cost. of living, which would 
pda, it up to roughly 86 cents, and you added 20 percent to that, you 
would be over the dollar mark again on the same kind of basis. When 
we add any of these other things to the one thing which you put be- 
fore us, we get over the dollar mark almost every single time. 

The one limitation you put on it was that these industries could not 
stand it, that they could not take it. Again in trying to be specific 
about it, do you not think the only way we could be specific about it 
would be to make a study of the companies involved, their profits, their 
ability to absorb it in their competitive field? Again, unless you have 
the specific figures to show us that the industries could not accept it, I 
go back to this report of 1950 and show you that they did do it in this 
period. Unless you can show me why they could not do it again, spe- 
cifically through a study of their profit situation or something else, 
to me it is not very convincing that they could not absorb something 
around the dollar figure or more. 
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Mr. Larson. You have me on the wrong side of this argument 
about the ability to absorb in 1950. We are saying that this can be 
absorbed just as it was in 1950. 

Mr. Roosevett. Could a dollar be absorbed, in your opinion? 

Mr. Larson. We are saying what was absorbed in 1950 can now also 
be absorbed, and we are relying on the 1950 experience because we 
say that the extent of the impact now is approximately the same as 
the extent of the impact then. 

But when you go beyond that, then we are on an uncharted sea, 
and we do not know where we are because we do not have this 
experience. 

r. Roosrvert. It really is not very well charted. 

Let me ask you specifically, Mr. Secretary: Would you tell this 
committee that the industries involved would not be able to absorb a 
dollar minimum as well in 1955 as they did in 1950? 

Mr. Larson. I would say what they are absorbing is not the same 
as What they were absorbing in 1950. 

Mr. Roosrevett. Obviously not. This is 1955. But could they ab- 
sorb this increase as well as the one that they did absorb in 1950? 

Mr. Larson. No; we do not think so, because the ability to absorb 
is approximately the same in the case of the increase we are proposing 
and obviously would be more difficult with a greater increase. 

Mr. Roosrvett. Why is it exactly the same 

Mr. Larson. I do not say it is exactly the same. 

Mr. Roosevett. That is what I am trying to get at. It is not ex- 
actly the same, then. 

r. Larson. In the figures I have read you, sometimes it is a little 
more and sometimes it is a little less. They sort of offset each other, 
but it is about as close as you could reasonably hope to come, I think, 
in approximating the impact of 1950. 

r. Rooseve.t. I hope if you have any other information regarding 
the ability of the industries, particularly a study of their profit situ- 
ation, it would be very helpful to this committee, I think, in deciding 
at what point they were or were not able to absorb it. 

Mr. Frevincuuysen. Will the gentleman yield? 

Mr. Roosrveur. I am glad to yield. 

Mr. Freiineuuysen. If this committee had to rely on specific fac- 
tual information about the ability of specific industries to absorb it and 
we had to take a look at their profits or lack of profits in order to un- 
derstand what their ability to absorb a particular impact was, I do 
not see how you could come out with anything perhaps even as great 
as 90 cents. In other words, as I understand the administration’s po- 
sition, they are saying the impact of an increase of 15 cents is coughly 
what we had in 1950, and we have proof that they were substantially 
able to absorb that without much dislocation, and anything above that 
is a shot in the dark. 

As I understand your position, you are saying that anything above 
that is a shot in the dark, and yet you are in effect saying that we can 
absorb it, whether or not we know specifically what the result of twice 
as heavy an impact is going to be or what the result of five times as 
heavy an impact is going to be on those low-wage industries where 
the serious situations arise. 

You are arguing for something which is considerably greater than 
what we know or have reasonable estimation of as to the effect. 
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Mr. Roosrvet. I think the gentleman puts words in my mouth 
which I did not use. I do not believe the Secretary’s testimony indi- 
cates that his figures were arrived at by any precise formula what- 
soever. 

Mr. Frevincuuysen. There is no such thing as a precise formula in 
this field. 

Mr. Roosevenr. If you want to put it that way, his is a shot in the 
dark. Any result arrived at by this committee or any other commit- 
tee will be to a degree a shot in the dark. My position is that using 
the same things he used but adding to it some other things which he 
did not use, which I think should be considered, plus the experience of 
1950, in my opinion shows that these industries could absorb a good 
deal more than the administration’s position of just 90 cents. 

Mr. Fretrncuvysen. The experience of 1950 indicates we could 
absorb a 15-cent increase. So the shot in the dark in that respect, of a 
further increase now, is not much. 

Mr. Roosreveir. Was the increase only 15 cents? The increase was 
from 40 to 75 cents. 

Mr. Fretincuuysen. The impact was the same as the present in- 
crease. 

Mr. Roosrverr. I do not agree with you. The impact was not the 
same. That is what I am trying to bring out. If you do it ona 
percentage basis, you will find that percentage impact was far heavier 
in 1950 than is proposed if you went to $1 or even more. 

Mr. Fretincuuysen. I disagree very strongly with you. 

Mr. Roosevetr. That is the gentleman’s right, of course. 

Mr. Frevrncuvursen. The administration has said the number of 
workers which were affected in 1950 were 1,300,000, and the number of 
workers which would be affected by a 15-cent increase is approxi- 
mately the same. A lot more people would be affected, and the wage 
bill would be doubled or it might be 10 times as great, if we went up 
to $1.25. The impact is not the same unless we have a moderate in- 
crease of 15 cents. 

I am not saying we cannot afford to do more, but it is definitely a 
shot in the dark above that. Granted even a 15-cent increase is not 
foreordained. We do not know the effect. We can determine rough- 
ly, at least, on the basis of figures that we have available. We have 
nothing available above that. We should have before taking action 
ubove. 

Mr. Roosrveur. You do it roughtly your way and I will do it rough- 
ly my way, and then we will have to see the result. 

Mr. Frecincnuysen. We have to agree, presumably. We cannot 
both say different figures, you say $1.25 and I say 90 cents. How are 
we going to arrive at a conclusion ? 

Mr. Roosevert. We can compromise at somewhere around $1 or 
$1.10, I hope. 

Mr. Larson. Mr. Chairman, could I clear up one point in this rela- 
tive impact, if I may volunteer a fact which has not been brought out 
vet. 

‘ Tt looks as though an increase from 40 cents to 75 cents is a lot bigger 
than 75 cents to 90 cents, but actually the reason for that apparent 
discrepancy is that by the time we got around to raising to 75 cents, 
the actual wages had gone far beyond the 40 cents, so it was not a 
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case of going actually from 40 cents to 75 cents, but more like per- 
haps 55 or 60 cents, or something like that. 

r. Roosrverr. I do not understand that, Mr. Secretary, because 
the gentleman from New Jersey has told me we are dealing with ex- 
actly the same numbers. 

Mr. Fretincuuysen. I did not say that, Mr. Roosevelt. I said the 
impact was roughly the same. 

r. Roosrverr. That the impact was on the same nunaber of people. 

Mr. Fre.tincuvuysen. I do not think the Secretary has testified to 
the contrary. 

Mr. Roosrvetr. Yes; I think he said the wage level had already gone 
beyond the 40 cents, but the increase in the numbers of people under 
40 cents was the same as the increase that will be applied here under 
the 90 cents. Is that correct? So we are still talking about the same 
numbers of people. 

Mr. Larson. The number of people who were brought up by the 75 
cents and would be brought up by 90 cents, we find to be approximately 
the same. 

Mr. Roosrvetr. And if we went to $1, it is not very much more. 

Mr. Larson. The point I was trying to make is that it may look 
a little preplexing. Why does an increase from 40 to 75 cents produce 
the same effect in terms of number of people as 75 to 90 cents? I 
wanted to clear that point up. 

Mr. Roosrvetr. Thank you, Mr. Secretary. That is all. 

Mr. McConnew. Mr. Secretary, carrying on our most recent dis- 
cussion here, I have not heard anything said about the Korean war. 
Undoubtedly that brought in a different type of situation to deal with 
than you would have in considering an increase now. 

Mr. Larson. It definitely made it easier to absorb this increase 
in the long pull. 

Mr. McConnetu. Back in 1950. That is right. 

Mr. Batter. Before we get away from the discussion which was 
taking place between Mr. Roosevelt and Mr. Frelinghuysen, Mr. 
Larson, I am almost positive that figures were produced by the Labor 
Department when we considered the increase from 40 to 75 cents which 
showed those covered were in excess of 2,500,000. You come yi in your 
testimony saying that the change in 1950 affected direetly the wages 
of only 1,300,000 individuals. 

Mr. Larson. That is the information I have now. 

Mr. Batter. How carefully was that checked? How could the 
Department change its figures? We generally understood when we 
passed the act in 1950 that it affected that many people. 

Mr. Weiss. May I say something on that? When we appeared be- 
fore you in 1949, I believe we estimated that a minimum wage of 75 
cents would affect about 1,500,000. That was our estimate beforehand. 
Subsequently when we got better census figures, we readjusted that 
to 1,300,000. After we had better data, we feund 1,300,000 were actu- 
ally affected by the 75 cents, which is approximately the same figure 
that the 90 cents would affect today. 

Mr. Larson. This is a question of history which goes back before 
my time, so I personally cannot account for what might or might not 
have happened in 1949. 

Mr. Ketiey. Mr. McConnell ? 
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Mr. McConnett. We hear a great deal of discussion at times about 
productivity and ability to pay, and of course those are important 
factors. Actually, if the purpose of the act were taken into consider- 
ation, the cost of living woulltt be the real factor that we have to con- 
sider, as I see it. This is a type of welfare legislation. Whether a 
concern has ability to pay a certain amount to their minimum workers 
or not, under the law they have to pay a certain minimum wage. I 
am wondering if a lot of this discussion of productivity and ability 
to pay does not have to be washed out a good deal by certain consider- 
ations of standard of living and cost of living, and so on. Are they 
not the main factor we bear in the back of our minds? 

Mr. Larson. Yes; I would say that is the primary factor, the start- 

int. 

Mr. McConne t. In addition to that, we get a good many budgets 
submitted. I have listened to budgets for about 8 years in fair-labor 
standards discussions. They usually come out with budgets for 
workers with 3 dependents, who are married and have 2 children, 
as if all the people involved in the minimum-wage category were mar- 
ried people with 2 children. 

Would you care to comment on that? Do we not have quite a few 
single 00 and people with one child and people with no children, 
and so on? 

Mr. Larson. Yes; that is true. I think we all recognize that you 
cannot really take this sort of budget which was referred to yester- 
day, which is for a family with four children, and as it worked out 
would come to $2.25 an hour, and then transpose that and begin from 
there to arrive at what would be a responsible minimum-wage figure. 
Tf the minimum wage were set at $2.25 an hour, I think the wages of 
86 percent of the people in the country would have to be raised. 

As a matter of fact, 1 think it would be a very serious disservice to 
the trade union movement of this country to talk about minimum wage 
in terms like that, because if you ever reached the point where the 
Federal Government was taking over and saying, “We will get you 
$2.25 or $2 or $2.10 or $1.75,” then what happens to the function of the 
free trade-union movement of this country, which has been able to get 
in some industries for their people, $1.50 or $1.75 or $1.20? The mem- 
bers are apt to say, “Why should we pay dues to unions? We will go 
to the Government. The Government gets us more than the unions 

t us.” 

Mr. Wier. That last statement brings a whip to me because, after 
all, what are the unions going to be able to do for the workers down 
South if they continue to pass these right-to-work laws? 

Mr. Roossvett. Will the gentleman yield? I thought that was a 
quip, not a whip. 

Mr. Wier. I want to say I sympathize with you. In my activity in 
the unions, I have always wanted the State and the Government to stay 
out of this field, but we are faced with the situation now, as a result of 
developments in this Nation concerning collective bargaining, that we 
are losing our ability to represent the workers you are speaking for 
here. 

I did not want to embarrass you, but that is the picture that. presents 
itself today. The Government has to do some of this stuff. 
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Mr. Larson. I would like to have Mrs. Wickens, the Acting Com- 
missioner of Labor Statistics, say a word about the budget problem, 
since she is much more familiar with it than I am. 

Mr. McConnetu. Before she starts—Mr. Roosevelt ? 

Mr. Roosrveir. Yes; I would be interested also, because I agree tak- 
ing a family of perhaps two children is somewhat unrealistic. How- 
ever, what wonbd the budget for a single person be, or just a married 
couple without any children? That perhaps would be more relevant 
in terms of Mr. McConnell’s question. 

Mrs. Aryness J. Wickens (Acting Commissioner, Bureau of Labor 
Statistics, ape mas a of Labor). First, Mr, Chairman, may I speak 
to the point of the budget which was quoted before you, I believe, yes- 
terday, the four-person family budget called the city worker’s family 
budget which the Bureau of Labor Statistics made some years ago and 
ceased to price in the early fifties. 

This, was not a minimum budget. When it was introduced to the 
Congress, Mr. Clague, the Commissioner of Labor Statistics, said: 

This is not a subsistence budget; it is not a “minimum” budget in the sense in 
which that term is ordinarily used, but it is far from a luxury budget. 

He described it as a budget that was modest but adequate. It was 
intended to describe, by direction of the Congress, the dollar total that 
it cost an ordinary working man’s family to live, because the gentlemen 
of the House who asked us to do this said, “People cannot understand 
these index numbers you are making. Give us a dollar figure. They 
can understand that.’ 

It was made for a family of four because this was traditional with 
budgets at that time, but the Bureau recognized that a family of four 
was not typical of a worker’s family at any one point in time. 

Mr. Clague, in introducing the budget to the Congress, said, “How 
typical is this family of four, and how can the figures be related to 
incomes actually received by American families?” ‘Then he quoted 
some figures from the census of 1940, showing that families of 4 at 
that time represented only 9 percent of the labor force, including 
manufacturing and other types of workers as well. Fourteen per- 
cent were the heads of two-person families; 12 percent of 3-person 
families; and 11 ponent of 5 or more. The remaining 54 percent of 
all persons in the labor force in 1940 were single individuals, men and 
women who lived independently without family responsibilities, and 
women who were heads of families. 

If, then, you take this particular family with school-age children 
and a man, and his wife not working, you will find it is even less 
typical because often this age distribution is not necessarily typical 
of all four-person families. 

Further, a person who has attained this age and with these family 
responsibilities usually has a higher income. He has had more ex- 
perience. We tested the dollar level of this budget against earnings 
in a couple of midwestern. cities in 1946, and we found that in fact 
nearly 90 percent of the families of this composition had incomes 
which did approximate the budget level, though the average income 
for workers in the city, if you included all the single individuals and 
all the families of different sizes for workers, some part-time, some 
full-time, was of course lower than-that. 
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I think it is fair to say, sir, as the gentleman from California sug- 

ested, that it is generally recognized that this four-person family 
ae wer, was for illustrative purposes of differences in cost of living 
between cities, and it is not representative of the entire working popu- 
lation at any given time. 

So while you might have it in the background of your minds, it is 
not immediate relevant. 

We do not have from the Bureau of Labor Statistics any budget 
which we could present to this committee, sir, for a single-person 
family or a two-person family which we would regard as reliable 
enough to put before you. e have not yet had an opportunity to 
analyze the figures which we obtained on expenditures for families 
of various sizes in 1950 and to adapt them for this purpose. 

There are some single-person budgets which are considered by the 
several States. There are a number of estimates. I do not happen 
to have them with me. I am sure we could supply them to you, sir. 

Mr. Roosrvett. Mr. Chairman, I would like to ask that we do have 
them supplied, if we could. 

Mr. Ketter. Do you yield to the gentleman ? 

Mr. McConnetu. Yes, I yield. 

Mr. Roosrvetr. I think it would-be interesting if we could have 
them supplied. I would like to suggest, while it is true from this 
testimony that these budgets are not minimum budgets—in other 
words, they are not starvation budgets—I thing you would say in gen- 
eral, from your testimony, that they are budgets which would give a 
more or less typical American standard of living, which is something 
that we ought to be aiming at for all of the people who work in this 
country. If we are looking for anything under the original intent 
of Congress, we are looking for a time when all workers will have a 
decent American standard of living. That is what we are striving 
for. That is our aim. We cannot get that in one jump. We know 
that. However, I think it is very important that we pet at some time 
what is a subsistence budget or a budget which will keep somebody 
away from starvation, because I think we will find that some of the 
wages being paid in various parts of the country are actually starva- 
tion wages. 

Mr. Larson. Mr. Chairman, at the very end of the prepared state- 
ment of Mr. Rothman, there is a table on recent minimum budgets 
for working women prepared by the States, as Mrs. Wickens referred 
to. If you happen to have that handy, it is in the form of a table. 

Mr. Rooseveitt. What does it show as the minimum? If I am cor- 
rect, it shows in Arizona in February of 1954 an annual cost of $2,312. 
Is that correct? No? 

Mr. Larson. The table I have is only in terms of hourly rates. 
These, of course, are illustrative samples. We do not hold these forth 


as our own product. These are just something that have been done 
by the States. 


Mr. Roosrevett. That is all. Thank you. 

Mr. McConnetu. Mr. Bailey ? 

Mr. Batrry. Mrs. Wickens, I cannot help observing that the overall 
picture you present—that 52 percent of the labor force are single— 
does not seem accurate. 

Mrs. Wickens. If you please, sir, the labor force at any one time 
often includes a great many young people who are part-time workers. 
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Mr. Battery. Not to that extent, not 52 percent. 
Mrs. Wickens. That is what the census of 1940 showed. I would be 
very glad to supply the figures to you from the census. 


(The information referred to was subsequently supplied, and is as 
follows :) 


The figure cited by Mrs. Wickens were incorrect (certain figures in the printed 
table from which she was reading had been transposed). The corrected figures 
are shown in the following table. This shows that workers who were single 
persons. made up 15 percent of the labor force and relatives of family heads, 
35 percent. It was this combination of figures which should have been cited. 


TABLE B.—Distribution of urban labor force, by sex and family status, 1940 * 


Percent of 
persons in 
urban labor 


Sex and family status: 
All persons in labor force 
Heads of families of 2 or more 


Heads of 2- or 3-person families 
Heads of 4-person families 
Heads of families of 5 or more_._.______ 


1 Source: U. 8S. Bureau of the Census, February 1948. 


Mr. Batter. That is about the only way I would ever believe that 


statement. 

That is all, Mr.Chairman. I just wanted to make that observation. 

Mr. Gwinn. It seems to me we are still talking about a labor force 
which is not involved in this piece of legislation we are now discussing. 
The 1,800,000 workers at the bottom of the list would be young people, 
learners, apprentices of all sorts. They weuld not be heads of fam- 
ilies. What statistics do you have to show just who they are? 

Mrs. Wickens. Is this addressed to me, sir? 

Mr. Gwinn. It is. I wonder why we spend so much time talking 
about standards of living and cost of living for families when we are 
not talking about many of them in this legislation. 

Mrs. Wickens. This, sir, was the point I was making. 

Mr. Gwinn. I knew it was, but F thought we did not get really 
down to the point. We are still talking about single persons or fam- 
ilies of 3 or 4. 

Mrs. Wickens. So far as I know, there is no factual information 
which describes either the size of the family or the age of the persons 
at the minimum in the industries which you are discussing, sir, which 
would be affected by the minimum. I know of no study specifically 
addressed to this question, but it is generally true that the people 
receiving lower rates are the younger people, the learners. I am not 
now speaking necessarily of the southern lumber industry, with which 
I am not familiar, because obviously with as high a percentage close 
to the minimum, there must be many people of many different age 
levels at that minimum, but rather, of the fact that if you take the 


low-income groups of the population as a whole exclusive of age, you 
63489—55——24 
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will find that there are more small families than large ones in this 
group, there are more single persons in this group, there are more 
part-time people in this group. 

Mr. Gwinn. Why,-certainly. I would guess that there are mighty 
few families dependent wholly upon this apprentice or part-time 
worker or unproductive worker; indeed, who might not be employed 
at all. 

‘Mr. Larson. We have one clue on that, and that is the breakdown 
between men and women. Of course, as I indicated, the proportion 
of women who fall below these various lines, as they are described, is 
much, much greater than the proportion of men. 

For example, in the Northeast, the number of women receiving less 
than $1.25 is almost 50 percent, 49.1 percent, while the number of men 
is 9.8 percent. So the impact on women in the Northeast, of $1.25, 
would be entirely different than the impact upon men. 

Mr. Gwinn. That does not help us very much, because we are still 
talking about the 15- or 16-year-old girl behind the Woolworth counter, 
not a skilled mechanic or other person. We are still talking about a 
group of people for whom we do not yet have much of a definition. 
Is that not so? 

Mr. Larson. I do not think we can break it down more than between 
men and women as I have indicated. We haven’t any study or any 
accurate and reliable information on how many of the 1,300,000 would 
be at certain ages or in certain family status and the like. 

Mr. Gwinn. Excuse me for interrupting. I will wait until my 
time comes. 

Mr. McConnetu. Mr. Bailey? 

Mr. Battey. Can we have the record show that these figures are 
figures supplied by the Department from their own statistics? I 
understood it to be said that they were taken from the census figures. 
Was that the 1950 census? 

Mrs. Wickens. The distribution by size of family which I gave 
you, sir, was from the 1940 census, which was relevant to the budget 
T was discussing. 

Mr. Batter. Then the 54 percent of single workers is not a result of 
your own statistics, but were taken from the census ? 

Mrs. Wickens. That is correct, sir. 

If I may clarify a point we were just discussing, I do not think the 
Department should be understood to say that there are no heads of 
families or heads of large families working at the minimum. I think 
whenever you find as high a proportion of workers in an area or in an 
industry as you do in southern sawmills, or some of the small hosie 
mills or fertilizer mills, affected by the minimum as is affected in this 
case, some of them are bound to be heads of families. 

Mr. Gwinn. Yes; but in those big families you have 2 or 3 or 4 
persons in the same family working, too, so you do not have a bad 
situation in total. 

Mr. McConnetx. Mr. Secretary, going on to another question— 
I do not know whether we have had any testimony on it; I do not 
believe we have—has a study been made of wage differentials in indus- 
try and the effect of changes in the payments of the minimum wage 
group? In other words, a skilled worker has a tendency to feel that 
his wages or his earnings should be a certain percentage greater than 
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the minimum-wage worker’s earnings. When we change the figure 
for the minimum-wage payment, we affect the payment of skilled 
workers. 

We have heard a lot of people here speak about $2 and $2.25 an 
hour minimum-wage figures. A man who empties a wastepaper 
basket or runs errands in an industry would be getting somewhere 
between $80 and $90 a week. I can just imagine what the skilled 
worker would want if he were given $80 or $90 a week. 

I was wondering if we have any studies on wage differentials. 

Mr. Larson. The 1950 study, exhibit D, contains some clues on 
that point, the experience of what happened in the way of compres- 
sion of wage rates toward the bottom oF the scale and what happened 
further up the line. Again it is not very complete, but it gives you 
a sort of idea. 

To a considerable extent the effect, of course, depends on the ability 
of the particular employer or industry to absorb both the direct 
increase and the indirect increase which would result if differentials 
went up all along the line. 

Take southern sawmills, for example, again. The effect in 1950 
was a very pronounced bunching at the bottom. The impact did 
not spread up through the differentials. It was pretty crowded at 
the bottom of the wage scale because the industry had difficulty 
adapting itself, and the only way it could adapt itself was to come 
up to the minimum, all right, but not move anybody else much above 
that. 


Mr. McConnewu. You say we have studies of that phase of the 
question ? 

Mr. Larson. There are some studies of how the differentials were 
affected in the 1950 change. 

Mr. McConnetu. Mr. Chairman, I think that should be submitted 
for the record. I think that would be useful. 

Mr. Kertixy. Without objection, that will be made a part of the 
record. 

Mr. Larson. It is in exhibit D. 

Mr. Fre_incuuysen. Will the gentleman yield? 

Mr. McConnett. That pdnistiattes my questions, Mr. Chairman. I 
had one other matter that I wanted to develop from the Joint Eco- 
nomic Report, but I believe Mr. Frelinghuysen would like also to dis- 
cuss it, and I believe he has to leave. I will yield to him or yield back 
to you and you recognize him. I yield back to you, Mr. Chairman. 

Mr. Ketiey. Mr. Frelinghuysen. 

Mr. Fretincuuysen. Thank you, Mr. Chairman. 

Secretary Larson, I should hike ‘to call your attention to a state- 
ment from the Joint Economic Report of March 1955, with which 
you are probably already familiar. If I may, I should like to read 
three paragraphs of it and then ask your views on it. 

That joint committee, I assume we all know, has as its chairman, 
Senator Paul Douglas, and its vice chairman is Representative Wright 
Patman. The paragraphs to which I refer are as follows: 

We support the President’s recommendation for an increase in the Federal 
minimum wage to 90 cents an hour. We would look with favor on an increase 
to $1 an hour if the legislative committees found this economically feasible. 


Some industries and areas of the country could afford a minimum wage sub- 
stantially higher than either of these figures, but care must be taken in thus 
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raising standards of our economy lest a sudden increase should do more damage 
than: good. 

Industries and areas now paying wages at or below the expected higher mini- 
mum wage can certainly make adjustments if the change is not too great at any 
one time. 

Perhaps one fault in our past policy in regard to minimum wages has been 
postponement of change until conditions make it obvious a big increase is needed. 
The executive branch, the Congress, and the State governments might well give 
consideration to development of a program of small but regularly scheduled 
increases in minimum wages which would approximate increases in productivity. 
Then readjustment in minimum wages would not be large or sudden and would 
not be inflationary, since each increase would be no greater or faster than 
technological advance would enable industry to absorb readily. 

In view of the nature of the committee and the kind of comment, I 
wonder whether that is not basically what the administration’s posi- 
tion is: that the increase should not be too rapid or too drastic because 
it might do more harm than good. 

Would you be in general agreement with the view as outlined there’ 

Mr. Larson. Yes; that is correct. 

Mr. Fretincuuysen. Again I have just had a discussion with some 
of my friends from the New Jersey point of view and from other areas 
where relatively high wages are paid and the impact of an increase 
to 90 cents would not be appreciable. Certainly the areas of those 
States would not benefit, but is it not. true that, too drastic an increase 
might have an overall damaging effect? In other words, is that not 
one of the basic reasons for saying, “Let’s go slow?” Perhaps do it 
more frequently, but let us not be too rapid at any one time. 

Mr. Larson. I think it is true that an excessive increase which caused 
dislocations in one part of the country would have repercussions in 
the rest of the country. 


Mr. Fretincuuysen. That is really all I have, Mr. Chairman. 
Mr. Roosrvetr. Would the gentleman fe a for one question ? 


Mr. FrevincuuyseNn. It is just for the 
discuss it further. 

Mr. Roosrve.t. I am particularly interested because you referred 
to Chairman Douglas and you also referred to the fact that the com- 
mittee should try to find out what is economically feasible. 

I should just like to put in the record that the Senate committee, 
chairmanned by Mr. Douglas, found by a vote of 9 to 2, including a 

pad, SOAy Republicans, that a dollar minimum was Asaten es 
easible. 

Mr. Frevineuvysen. I am perfectly willing to grant that that is 
what our function should be. We should try to see what is economi- 
cally feasible. 

Mr. Roosrvetr. I want to emphasize the dollar figure. 

Mr. Fretaneuuysen. Thank you, Mr. Chairman. 

Mr. Kewizy. Mr. Gwinn? 

Mr. Gwinn. Mr. Larson, we started with the proposition that if 
you get this wage or price too high, it defeats its purpose. The ques- 
tion: How do yes find that? You have no statistics, really, to define 
the people with any de of proximity, even. How do we know and 
how can we ascertain whether the market and the employers can absorb 
or will absorb this increased rate? 

Mr. Larson. We do that by relying on the experience in the previous 
increase, and because we believe the impact was approximately the 
same. That was successfully absorbed, although with some difficulty. 


ack of time. I would like to 
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Experience has shown—and experience is our best guide—that that is 
what we can do this time. 

Mr. Gwinn. How can we collect statistics on these persons to indi- 
cate whether the industry actually absorbed them or not ! 

Mr. Larson. So far as the ability of the industries to absorb is 
concerned, you can, of course, study that by seeing what the effect was 
on unemployment, on layoffs, on business failures, and so on. Really 
the only accurate and reliable thing you can do is to go into the past 
and see what the experience has been. 

Unfortunately, in the past when these increases have taken place, 
something has happened not too long afterward which has thrown 
everything off, but we have done the best we can with the experience 
that we have. 

Mr. Gwin. I am not blaming anybody. I think it is quite impos- 
sible, and that is what I want to bring out, to show that we are just 
milling around here in a state of facts which cannot be ascertained. 

Certainly you do not ascertain anything when you find that the milk 
companies in New York have absorbed the artificial increase which 
has to be paid. They are not going out of business. What do they 
dot They pass that additional artificial price on to the consumer, do 
they not? They do not take it out of profits. There are no profits 
adequate to take care of it. They pass it on to the consumer, and the 
consumer reduces her purchases of milk. We know that. That is au- 
tomatic and statistical. 

The employer of the 75-cent earner does not go out of business if he 
cannot measure his capacity to absorb. He passes that additional price 
on to the consumer, and the consumer quits buying his product to some 
extent. So you get unemployment compensation or you get out-and- 
out unemployment, do you not? 

Mr. Larson. I think if you have what you might call successful ac- 
commodation to an increase, that means that all of these things have 
worked out reasonably satisfactorily. 

Mr. Gwinn. How do you measure the reasonable satisfaction of 
the unemployment shifts which come about as a result of a rise in the 
price of a commodity ? 

Mr. Larson. You have the economic story as it is working itself out 
during the same period. 

Mr. Gwinn. You have a lot of unemployment, do you not, all the 
time? 

Mr. Larson. We would, of course, be primarily interested in the 
exact period when this accommodation is taking place, to see if there 
is any unusual effect on inflation or on unemployment or on anything 
of that sort. 

Mr. Gwinn. You do not have an exact period. You have unemploy- 
ment which takes place some months, possibly, after the increased 
wage becomes effective, after the business on the books is taken care of 
at a price. The adjustment takes place long after the event. 

Let us illustrate the point and see if there is any difference between 
a minimum wage for a worker and the floor price for corn, let us say. 
We have been trying to fix prices on corn for 17 years. The effect on 
corn is to reduce its consumption, to reduce the acreage, and to force 
up taxes. These statistics are pretty close to you. Mr. Benson is 
working up and now putting forth statistics to show that when you 
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get above the natural market, you reduce consumption always. Is 
that not right ? 

Mr. Larson. I do not. feel equipped really to go into a discussion of 
the general effects of price increases, 

Mr. Gwinn. You are quite a student of prices, and you have seen 
what artificial prices do, have you not, in creating unemployment or 
reduced consumption, especially ? 

Mr. Larson. As I say, I do not think I am competent to generalize 
about the effects of prices. 

Mr. Gwinn. Even in your own house, you quit consuming potatoes 
when the artificial price got up to a certain point, and that reduced 
consumption of potatoes until we had to burn them. You remember 
those days. Is that not so? 

Mr. Larson. I usually leave the shopping to my wife. 

Mr. Gwinn. Mr. Larson, what do you mean, then, when you say that 
this price will be absorbed? Who absorbs it? 

Mr. Larson. What we are really concentrating on is the result. I 
suppose it comes about in various ways. Sometimes it might be ab- 
sorbed out of profits, sometimes through price increase, perhaps a little 
of each; perhaps, as has been suggested, improvements in methods or 
productivity, changes in economic conditions. There are many, many 
things that could figure in the accommodation to a change of this kind. 

Mr. Gwinn. But that is a guess; is it not? 

Mr. Larson. Oh, ves. 

Mr. Gwinn. It is worse than that—it is a kind of a hope; is it not? 

Mr. Larson. It is a guess when you come to the proportions of the 
various items involved. It is almost a certainty that those are the 
factors that must be involved, because there really aren’t very many 
others that could be involved. 

Mr. Gwinn. When you take $1.62 for corn which is above the 
market, feeders turn to grass. I do. I do not feed corn any more. 
I have to go to grass for my cattle. The consumption of corn is away 
down because the price has been up too high, artificial, away from the 
market. Statistics show that in the free area of agriculture, not in 
the controlled and managed area with floors for prices, but in the free 
market, which is two-thirds of agriculture-—meat, pork, chickens, eggs, 
fruits, vegetables—conditions are better, farmers are more prosperous, 
acreage is increasing, Invention is going on, consumption in increasing 
with the population rise normally. But in the artificially controlled 
areas, things are sick. There is dissension and dissatisfaction, less 
production, less acreage. Is that not true? 

Mr. Larson. Yes; I understand that is true. 

Mr. Gwinn. Wherever you fix an artificial price which is the least 
bit. beyond the market. 

Mr. Wier. Will the gentleman yield? 

Mr. Gwinn. I would like to get an answer, if I may. 

Mr. Larson. Once more, I feel incompetent to do justice to an 
answer to that question, because it is a little out of my line. I did 
have some experience with prices under wartime conditions, but | 
do not think I am an expert by any means on this subject. 

Mr. Wier. Will the gentleman yield ? 

Mr. Gwyn. I yield to the gentleman. 

Mr. Wier. While you are pressing that question, may I ask, as a 
result of all of this artificial pricing by the organized forces of our 
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society, both in management and in labor, what solution do you see 
in this whole picture for the 1,300,000 people we are trying to hel 
here? .What do you offer to help the fellow who is the victim of all 
this artificial organized effort ? 

Mr. Gwinn. I gave you the answer in agriculture, and it is an 
exciting bit of statistics, if you have not seen it, which has just been 
released. In the free area, which is two-thirds of our agriculture, 
absolutely free except as it is damaged by the artificial areas, we are 
fairly prosperous and fairly content. I think we will get some Re- 
publican votes in those areas. But it is in this artificial area which 
is, let us say, the artificial, unionized, and political 

Mr. Wier. Inflated area. 

Mr. Gwinn (continuing). Political pressure areas for prices, that 
our trouble comes. I think what we are doing here is, as one writer 
puts it, becoming inhuman by political pressure. 

There are slow workers, there are unproductive workers who are 
getting all that they possibly can earn at 75 cents; is that not so? 
Vo you say that some people are getting all they can earn at 75 
cents 

Mr. Larson. I would not want to express an opinion on that. That 
is a personal and individual judgment. 

Mr. Gwinn. Then Government cannot be the judge, can it? 

Mr. Wier. I think you are putting words in his mouth. 

Mr. Larson. The judge of what? 

Mr. Gwinn. The judge of when a man is getting what he earns. 

Mr. Larson. The Government cannot, of course, on a man-by-man 
basis decide what he is worth. 

Mr. Gwinn. But that is how we employ people. 

Mr. Larson. What the Government does, of course, by the very 
nature of things, is to set a minimum of which, because of our Ameri- 
can traditions, we say: “Below this line you just cannot live a decent 
American life.” 

Mr. Gwinn. That is not the issue. That is just what we said a 
while ago, and I think you admitted that a man is not living a decent 
life on this basis. He and his family earn much more than that. It 
is only a contributory factor. The man who gets 75 cents is con- 
tributimg all he can. You would admit that there are many such per- 
sons as that, would you not? 

Mr. Larson. I could not say whether there are or not without taking 
it On @ one-person-at-a-time basis. 

Mr. Gwinn. You have no doubt that if this minimum for many 
workers is shoved up to $1.25, there will be unemployment in those 
areas where the nee. eanont absorb them. You admit that? 

Mr. Larson. I think there is a very serious danger of that; yes, sir. 

Mr. Gwinn. If that is so, there will be some at 90 cents, will there 
nal ae will not be absorbed because they cannot earn more than 
that 

Mr. Ketiry. Will the gentleman yield there? 

Mr. Gwinn. I will yield to the chairman. 

Mr. Ketixry. I think the Government takes the position that a man 
and his family cannot exist on $28 a week, and the standard of living 
has dropped considerably if he is compelled to do it. 

Mr, Gwinn. Mr. Chairman, the majority of the people we are talk- 
ing about here are not those people. 
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Mr. Keuiry. They are the people who are working at 75 cents an 
hour. 

Mr. Gwinn. They are young girls living in that family who are very 
much better off to be allowed to work at a Woolworth store, let us 
say, at 50 cents an hour than to be idle. There is probably some rela- 
tionship between the prices that we are talking about and juvenile 
delinquency. 

Mr. Roosrvetr. Would the gentleman yield? 

Mr. Gwinn. I yield. 

Mr. Roosrvert. The fact that they have to work at 50 and 60 
cents is because the head of the family cannot earn enough, and I 
disagree with you. I think they could be doing a lot better things 
than having to go to work behind a Woolworth counter in order to 
make up for what the head of the family cannot make because of the 
inadequate level of his wage. If they could go to school and be edu- 
cated, I think they would be better American citizens. 

Mr. Gwinn. Can you explain the fact, Mr. Roosevelt, that since 
we started these artificial price compulsions, our juvenile delinquency 
has increased so enormously that we are alarmed? Young girls and 
young boys would be much better off behind that Woolworth counter, 
would they not, than to be idle? 

Mr. Roosrvetr. If I may say so, I think part of the reason, perhaps, 
that we have juvenile delinquency is because they are behind that 
counter. They are made to become mature, to go out into the business 
world, before they are ready to or should be ready to. The fact that 
they are juvenile delinquents I think can be attributed perhaps to a 
large degree to the low standard of living which they are forced to 
maintain. 

Mr. Gwinn. I cover this point by referring you to the statistics, 
both in this country and in England, that our juvenile delinquency has 
enormously multiplied in parallel line with our laws to prevent youn 
people from working et with our artificial price structures which 
make it impossible to employ them. 

Mr. Roosreverr. Mr. Gwinn, I certainly will be glad to study them, 
but I would doubt very seriously that they had any relation what- 
soever. 

Mr. Gwinn. I have no doubt that we have our own theories*that 
we like to justify, but the Secretary of Labor cannot give us any sta- 
tistics on the point, and that seems to me to prove the fact that industry 
does not absorb these artificial prices, but passes them on the the con- 
sumer; and that the consumer quits buying the product, and that 
creates unemployment and unemployment compensation and other 
burdens on the community. 

If you have any statistics, I would like to have you present them 
now or at any future time. 

Mr. Larson. The best statistics we have on that are in these various 
exhibits, particularly exhibit D, the results of the minimum wage in- 
crease of 1950, which is addressed directly to historical evidence of 
the way industries adjusted to the 75-cent minimum wage. 

Mr. McConnetx. Will the gentleman yield? 

Mr. Gwinn. I will yield; yes, sir. 

Mr. McConnetu. There is just one point I wish to mention while 
he is here because of what has been stated about juvenile delinquency, 
and also considering the absorption of minimum wage, and so on. 
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It seems to me one of the major factors throughout this entire sit- 
uation is that of war. I think wars bring a breakdown in morals, for 
instance, and they bring an abnormal type of living into the home. 
I think that has to be taken into consideration very much. I do not 
know what the trend of minimum wages and statistics have to do with 
juvenile delinquency, but I think that war is the major factor in the 
breakdown of many segments of our society. We have had 2 large 
wars, 3.in fact, in the period of the last 30 years. 

Mr. Gwinn. Mr. Larson, how can you get any reliable statistical 
help for us, looking toward the peacetime economy, out of what hap- 
pened since 1950 in the absorption of the increased minimum wage ? 

Mr. Larson. We are relying on the peacetime period in the first 
half of 1950, not on what happened after the Korean war broke out, 
because after that we dropped our studies. This is based on as much 
as we were able to learn during that period. 

Mr. Gwinn. We have the cold war, which is just as hot economically 
as the other war, have we not, which has its result on wages and prices. 
Suppose we go into a declining price level. Do you think that will 
have an effect. on the minimum wage? 

Mr. Roostveitr. Would the gentleman yield ? 

Mr. Gwinn. Not at this point. Let the gentleman answer, please. 

Mr. Larson. I would not want to speculate on what would happen 
in a declining economy. 

Mr. Gwinn. You are speculating on a stabilized economy or a 
rising economy to absorb these increases. 

Mr. Larson. We are not speculating. We have a stable economy. 
Which has been stable for a very susbtantial period of time in the 
sense that there have been no erratic price movements, and so forth. 
It isalso a growing and expanding and strengthening economy. That 
is the present set of facts on which we have to form our judgment. 

If we form our judgment on anything else, I think we would be more 
apt to make a mistake. In other words, if we postulated a declining 
economy, we would make a more serious mistake than if we postulated 
the facts which actually exist. 

Mr. Gwinn. Do you think that you san estimate this any better in 
a minimum wage than you can in a minimum price for corn, wheat, 
cotton? 

Mr. Larson. Estimate what? 

Mr. Gwinn. Estimate the effect on the economy or estimate that 
there will be a rising consumption or an absorption of these items. 
Do you think you can estimate the economic effect, the adverse effect, 
let us say, on minimum wages any better than you can on minimum 
prices ? 

Mr. Larson. I do not know how well we can do on prices; but I do 
believe that we can do well enough, on the strength of the 1950 expe- 
rience and the other data we have, to make a responsible judgment. 

Mr. Gwixn. That is faith in Government planning on a vast scale. 

I turn back my time. 

Mr. Ketrey. Mr. Wainwright has asked for the floor. 

Mr. Battery. Mr. Wainwright, will you yield before you begin, just 
for a moment? 

The statement has been made for the record that we have a stabilized 
economy. I think I would be remiss in my duty as a Representative 
of the State of West Virginia if I did not remind you that today in 
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the State of West Virginia, 253,000 people—1i out of every 8 of our 
total population—is living on surplus Government food, and I do not 
like that statement that we have a stabilized economy when a soft 
spot like that can exist in our economy. 

Mr. Larson. May I correct that to say that we have a stabilized 
price structure. 

Mr. Bamzy. That would be much better, because our economy‘is‘not 
stabilized so long as soft spots like that exist. 

Mr. Larson. I hope the economy never will be stabilized in the 
sense that it does not improve and expand and grow and prosper in 
ever increasing degree. 

Mr. Ketiry. Mr. Wainwright has the floor. 

Mr. Warnweient. I yield. 

Mr. Gwinn. When you speak of stabilized economy, Mr. Larson, 
you are speaking only in the free area of our economy as far as agri- 
culture is concerned. You are not speaking about the controlled price 
level as being stabilized economy, are you! What could be more 
unstabilized than the corn economy or the wheat economy ? 

Mr. Larson. When I speak of a stabilized price structure, I am 
really thinking about one figure, which is the Consumer Price Index, 
which has shown an extraordinary and unprecedented tendency ‘to 
stay put to the tenth of a decimal point over a considerable period. 
Within that, some things move one way and some move another, but 
the net effect on the cost of living has been that it has remained virtu- 
ally level throughout a considerable period. 

r. Gwinn. Thank you very much, Mr. Wainwright. 
Mr. Warnwrieut. On page 7 of your testimony of yesterday, Mr. 


Larson, referring to the printed testimony rather than the transcript, 
vou referred to abandoned work, including proposals, referring to the 
studies made in 1950 of the 1949 raise to 75 cents, which unfortunately 
had to be abandoned because of the war. 


The abandoned work included proposed resurveys 1 year later to see the 
longer-run readjustments in indirect effects. 

I wondered if you would care to comment on this. We have had 
no discussion before the committee on the question of maintenance of 
differential, of raising the minimum wage beyond any particular 
figure, such as the maintenance of differential 1f we put it to 90 or 
the maintenance of differential if we put it to $1. Do you think it 
will be severe ? 

Apparently in the southern sawmill areas, based on information I 
was supplied by the CIO fact sheets, there was a tendency to narrow 
the maintenance of differentials to the minimum wage figure. 

Mr. Larson. Yes, that is correct. 

Mr. Watnwrieut. Would you care to comment on that, because I 
think that will have a very important effect. Every person likes his 
particular strata in life, and he does not: want to be cut down. 

Mr. Larson. I think the best answer to that is that the degree to 
which the minimum increase is apt to be transmitted upward through- 
out the differential structure will probably depend on the ability of 
that industry to pay the indirect. wage increases which result. 

The southern sawmill situation resulted in this bunching because 
they had a really difficult time accommodating themselves to this in- 
crease. Other industries which are more able to accommodate them- 
selves would show a greater distribution. 
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| do not think at any point you will ever find a situation in which 
the minimum goes up a certain amount and everybody else automati- 
cally goes up exactly the same amount. That does not happen. There 
is a tendency to compress somewhere along the line. 

Mr. Warnwricut. In other words, you feel that—I do not want to 
put words in your mouth, but as I understand it, you feel there still 
might -be the same effect as there apparently was in the rise to 75 
cents, but there do not exist any studies of what actually took place 
because the study was dropped, as I understand it. 

Mr. Larson. That is correct. The study of the long-term and the 
indirect effects, and the effect on differentials, was handicapped by 
the intervention of the Korean conflict. 

Mr. Warnwricut. Do you know whether any such studies do exist, 
possibly not alone by your Department? Do you think other agencies 
may have done some work on that ? 

Mr. Larson. Mr. Weiss has a comment. 

Mr. Wrtss. I do not believe there has been anything definitive in 
that whole area. We have tried, and we started to measure them 
in those 5 industries we studied in exhibit D, which you might want 
to refer to, which measures the direct effect and then the total effect, 
which indicates it varies from industry to industry, and we have not 
been able to find any pattern or any way to predict what can happen. 
It will vary. 

Mr. Warnwricut. Would either you or Mr. Larson care to com- 
ment on whether you think the narrowing of the differential in an 
industry would have any effect on the industry productionwise, 
moralewise, or economically ? 


Mr. Weiss. I think it might well have an effect, and I think you 
will find that over the longer run, some of those differentials which 
are compressed begin to work themselves out over a period of time, 
perhaps not back to normal, but at least to some degree. 

Mr. Warnwrieut. Thank you, Mr. Weiss. 

Mr. Larson, Pega to some of the conversations you had with 


the committee at the end of yesterday’s session, am I wrong in assum- 
ing that the 90-cent figure was arrived at under no definitive formula? 

Mr. Larson. That is correct, sir. 

Mr. Warnwricut. Am I wrong in assuming that you did consider, 
however, in your proposals, an increase of coverage? 

Mr. Larson. That is right. 

Mr. Warnwricut. Hypothetically, assuming that there was no in- 
crease in coverage, would you feel that the figure of $1 would have a 
healthy effect on the economy ? 

Mr. Larson. I cannot answer such a hypothetical question, because 
I have to present and to support a definite package proposal, a definite 
combination of elements. 

Mr. Warnwricat. I realize that, but hypothetically I have knocked 
out one of your elements. With that being eliminated, and also as- 
suming that this is not arrived at by any rigid formula of facts and 
numbers, what would you feel might be the effect of an increase to a 
dollar now? I do not mean to embarrass you. If you do not care 
to answer—— 

Mr. Larson. I do not want to answer a hypothetical question segre- 
gating one of these elements and attempting to state an administration 
position on one of them in isolation. 
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I will say this, which I also said yesterday, that I do not think 
there is any great magic in the figure 90. Ninety cents has not been 
carved in stone for a thousand years someplace. 

Mr. Warnwricut. In other words, you are not frozen to 90. You 
wouldn’t be unhappy if we came out with a figure of a dollar? 

Mr. Larson. I do not think my happiness is at stake here. 
[ Laughter. ] 

Mr. Watnwretcut. May I refer to the happiness of the Department 
or the happiness of the administration. 

Mr. Larson. I think the position I have stated before is the only 
one I can state. 

Mr. Warnwercnt. Earlier today, Mr. Frelinghuysen quoted from 
the Joint Economic Report which was printed last March, and the 
testimony which was taken before. A member of that committee is 
here today as the acting chairman of the committee. It was taken, 
I believe, last February, was it not, Mr. Kelley ? 

Mr. Ketter. Yes. 

Mr. Warnricur. Would you know of any significant economic 
changes which have taken place between the time of the hearing of 
the Joint Economic Committee and now, which would change their 
recommendation of $1? 

Mr. Larson. What was the date of that? 

Mr. Warnricut. The report was dated on March, the beginning of 
March. The time of the testimony was in February of this year. 

Mr. Larson. Your question is whether-—— 

Mr. Wartnwetcutr. Whether you think there have been any—— 

Mr. Larson. Relevant economic changes since March ? 

Mr. Warnwricut. Yes, such as renegotiation of important con- 
tracts in industry, and things of that sort. 

Mr. Larson. There have been those, I understand. That would 
be rather speculative if I were to attempt to answer that, because it 
would involve the question of what changes are relevant and how 
heavily they weigh in the determination. 

Mr. Wartnwricut. But you did approve it. Mr. Frelinghuysen 
read you this particular section and asked you whether you agreed 
—— it, and you said you did, and that contained the magic figure 
of $1. 

Mr. Larson. As I recall, it recommended the figure of 90 cents. 

Mr. Warnwricut. I am talking about the Douglas report. It 
recommended $1. 

Mr. Larson. I believe it concluded by saying that they would 
approve the President’s proposal of 90 cents, but if the congressional 
committees directly responsible found it was economically feasible 
to go to a dollar, then—I have forgotten the phrase that was used. 

Mr. Warnwricnr. I stand corrected. It is not in the section to 
which I referred. You would be sympathetic with that viewpoint? 

Mr. Larson. I did not intend at the close of the reading of that 
passage to place an official endorsement on the entire passage, word 
for word. I found myself agreeing with the last part of it, I believe. 

Mr. Watnwetcnt. Only two other formulas have been presented to 
the committee, to the best of my knowledge. One was presented by 
one of our colleagues from New York. He based his formula on 
the family budget which we have heard discussed here. On the 
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basis of the formula that he arrived at, you would have a much larger 
minimum wage, because if you took the $4,000 figure for the thirty- 
odd cities that you have, you would be up in the $2 bracket. 

The other formula we have had presented to us by some of our 
colleagues, I find referred to in the CIO Committee on Fair Labor 
Standards Fact Sheet No. 1, in which they state: 


The cumulative effect of the rise in the cost of living and the growth of 
national productivity— 


two things, the cost of living and the national productivity— 


would lift the minimum wage by 41 percent. The direct application of this 
adjustment— 


which is the formula method— 
would demand a minimum wage of $1.06. 


What would you think of that formula, sir? 

Mr. Larson. It has to be subjected to one more process, which is to 
apply the limiting factor of the ability of the industries affected to 
absorb without undue unemployment and undue curtailment of earn- 
ing power. 

Mr. Warnwaricut. There is one other thing which the committee 
probably has to consider in arriving at its conclusion. Fact Sheet 
No. 3 from this same source says that: 


Only a Federal law which sets a legal minimum can compensate for inade- 


quate bargaining power and prevent the chiseling fringe from undercutting 
a fair standard. 


I think you told us yesterday—I do not remember the figures—that 


a very large percentage of workers would not be covered. Mr. Mc- 
Connell referred to the A. & P. type chain who were not covered by the 
minimum. 

I would like to go back to that again. Do you remember that figure 
of the number of people who would not be covered by Federal law? 
You emphasize that point yourself. 

Mr. Larson. The number of people who are simply out of reach of 
i paa commerce formula as it is now stated in the act is 13.5 
m1ii10n. 

Mr. Warnwricut. With no increase in coverage, can you see how 
there can be | effort to reduce the chiseling fringe by raising the 
minimum w 

Mr. Larson. Under the interestate commerce source of power as 
expressed in this act, there will always be that 1312 million who are 
simply not subjects of Federal action at all. I think one’s attention 
has to be concentrated on how much can be done for the remaining 614 
million people who are potentially within the power of Congress to 
help, but who have not been included. 

Mr. Warnwrieut. Sir, would you think that raising the minimum 
wage any particular amount would help in the sort of outer range of 
benefits commonly referred to as fringe benefits ? 

Mr. Larson. I do not offhand see the direct relation. 

Mr. Warnwricut. In other words, a worker benefits a great deal 
beyond his ordinary pay from the company, in the form of insurance 
coma sick leave, and so on. Do you think that the raising 


of the minimum wage would have any effect on the fringe benefits 
which also cost the company money ? 
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Mr. Larson. I would think that generally in the area we are now 
concerned with, the very bottom of the minimum wage scale, the 
factor of fringe benefits probably does not loom very large. You 
find them characteristically more up the line of the wage scale some- 
where. 

Mr. Warnwricut. I have no further questions, Mr. Chairman. 

Mr. Keutey. Mr, Coon? 

Mr. Coon. I would just like to thank Mr. Larson for the very fine 
statement he has made, and for the helpful information he has brought 
to the committee. I have no questions. 

Mr. Roosevetr. Could I ask one more question, Mr. Chairman. 

Mr. Secretary, I think we referred previously to the charts ap- 

ded to Mr. Rothman’s testimony, but I want to see if I understand 
it correctly. 

The last chart shows the minimum budgets for a working woman 
in California, New York, Massachusetts, Arizona, Utah, and the 
District of Columbia, and the lowest figure would be 90 cents an hour 
to provide that minimum budget. 

Mr. Watnwricut. Excuse me. Where are you quoting from? 

Mr. Roossevett. From Mr. Rothman’s mimeographed testimony 
which has been submitted for the record. It is the very last chart, I 
think. 

It goes up as high as $1.27 in New York. This is submitted officially 
for the committee’s information, and I suppose it is a helpful study. 

Unless, again, workingwomen are all in the class of children 15 and 
16, which I would deplore, I would think that the committee could 
take some factual information from this chart to sug that even if 
we put the minimum wage at a dollar, we are still away under a 
minimum budget for the head of a family or a workingwoman. 
Would that be a correct assumption from that chart ? 

Mr. Larson. These budgets, as I say, have been prepared by others 
and not by us. 

Mr. Roosevetr. You submit them, though. I gather you must have 
some faith in them, else what is the point of submitting them? 

Mr. Larson. Because that is all chive is. It is the only thing we 
have on single persons’ budgets. 

Mr. Roosevett. I ask you, Do you have any faith in them? 

Mr. Larson. I haven’t personally analyzed the character or the 
way these budgets were arrived at, the component parts or who made 
them, so I cannot say whether I have faith in them or not. 

Mr. Roosevett. I wish you would ask Mr. Rothman whether he has 
faith in them, because I would like to know why they are presented 
to the committee if you do not have faith in them. 

Mr. Larson. I think probably the most interesting thing they bring 
out is the relation between the minimum budgets, which is the shaded 
part, and the minimum wage rates that were in fact set by the States, 
such as California, on the strength of these budgets. 

The one thing this chart does bring out is that even after you have 
arrived at what might be worked out as a minimum budget, everyone 
finds himself, including the State of California and the other States, 
adopting a minimum wage which, for one reason or another, is sub- 
stantially short of this budget so worked out. 

Mr. Roosevert. Mr. Secretary, because we are talking about Cali- 
fornia, let me say that California tries to conform to the Federal 
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minimum wage, and the Federal minimum wage is 75 cents. We got 
to it-in California in order to conform, and not be below what had 
been set as the national minimum wage. 

You will notice that some of the other States go away down, much 
below the national minimum, which again I would a ihn but I am 
not criticizing other States. That is not my job. I assure you there 
will be a heavy drive in California to raise the State minimum wage 
to what I hope the Federal minimum wage will be. 

The thing which interests me, to get back to it, is that if this chart 
has any value, it shows that the minimum budget for somebody to 
work on—we are not talking about a comfortable budget or average 
budget such as we were talking about before. This is labeled as a 
minimum budget. It shows that the average necessary for the head of 
a family, to be able to live on, is away above a dollar. 

All I can say is that I hope you will stand by that, and if it does not 
have any value, of course, I think we should eliminate it. 

Mr. Warnwricnt. Will you yield, Mr. Roosevelt ¢ 

Mr. Roosevetr. Gladly. 

Mr. Wainwreicut. The other budget to which he referred, the 
$4,000 budget, was labeled an emergency budget. 

Mr. Rooseve.t. But testimony has been brought out here that that 
was not. so. 

Mr. WarnwricurT. Quite right. 

Mr. Roosreverr. This is submitted by the Department officially. 
That is why I am asking the question, so we will not have the wrong 
name on it. If it is a minimum budget, I would like to know it. 

Mr. Warnwricut. Quite right, but then you have the meaning that 
the word “minimum” implies. What is minimum for you and me 
might be different, we will say, from the minimum for someone else, 
I think both you and I are in complete sympathy and in complete 
harmony with trying to give the average American workingman as 
much of a floor as we possibly can without disturbing the economy. 
The: only difference that might exist between you and me is where 
that figure lies. 

Would you think that was fair? 

Mr. Roosrverr. Yes, I would think that was fair. I hope we can 
narrow our difference. 

Mr. Keizey. Mr. Gwinn? 

Mr. Gwinn. Mr. Larson, is there not great confusion in this dis- 
cussion about minimum wage? This bill does not attempt to cover 
that. Is it not a fact that we are simply trying to force, by statute, 
a minimum on the least productive person, the youngest, the handi- 
capped, the slow, those at the very bottom of the earning ladder, not 
the top. 

Mr. 2s als I think one should point out that there is in the 
minimum-wage administration, room for making special allowance 
for the:-handicapped, and there is room for making special allowance 
for the young learner and other learners. So to the extent that being 
inexperienced or young or handicapped is involved, that is specially 
allowed for under the administration of the act. 

Mr. Gwinn. Or the slow or whatever the productive capacity is, and 
it. varies greatly, does it not, among persons? Whatever the produc- 
tive capacity is, this covers and makes a minimum wage for that. It 
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has nothing to do with the skilled person or the person who would 
make much more than that. Is that not the purpose ? 

Mr. Larson. The language of Congress, which is the framework 
that we have to operate within, speaks of the health and efficiency 
and general well-being of working people. It does not limit it to the 
slow or the inefficient or the inept. 

Mr. Gwinn. The intent is again, as with corn, to create a floor or 
the bottom price. Most women who work get more than 75 cents, do 
they not? 

Mr. Larson. Oh, yes; in manufacturing, yes. 

Mr. Gwinn. In practical effect, this is an attempt to say that no- 
body shall earn less than 75 cents, whatever their productivity is. 
That is really what we are getting at, is it not? 

Mr. Rooseveit. Will the gentleman yield ? 

Mr. Gwin. I yield. 

Mr. Roosevetr. I would not like to let stand in the record without 
having something said about it, the impression that the people in the 
southern sawmills or the people who work in work clothing, processed 
waste, candy, men’s and boys’ shirts, all the way down the line, in- 
cluding cotton textiles and everything else, include nothing but slow 
workers and people that we would seem to be putting some kind of 
label on that they are not first-class workers. They are. I think 
you would find that, if given an opportunity, the same thing might well 
happen to them that happened to the people who work for Mr. Ford. 

Mr. Gwinn. The gentleman knows I am not trying to characterize 
people except the minimum, the lowest. 

Mr. Rooseverr. It does not sound that way. 

Mr. Gwinn. This law says you shall not pay less than 75 cents to 
anybody. 

Mr. Roosevert. That is right. 

Mr. Gwinn. We know that that includes, from the guesses which 
have been made here, a lot of rather unproductive, low-end workers. 

Mr. Larson. Honestly, and in all sincerity, I do not want to asso- 
ciate myself with that sentiment, because we are dealing with 1,300,000 
good, honest, hard-working Americans who are now at work and 
who apparently are thought well enough of by their employers to keep 
them at work. All this action is doing is taking the same workers 
who are pulling their weight now, apparently, and saying that in view 
of the change in conditions, and so on, which we have described, they 
should be brought up to a somewhat better level of earnings. That 
is about all there is to it. 

Mr. Ketzey. If the gentleman will yield. 

Mr. Gwinn. I yield. 

Mr. Keuiry. If industry employs men who are inept or inefficient, 
why keep them? Why hire them to start with? If you hire them 
once, they ought to be able to get a minimum wage. 

Mr. Gwinn. Why deprive them of earning what they can and put 
them in the miserable position of having to have unemployment 
insurance. I think society, especially the worker, is entitled to an 
opportunity to earn what he can, and that is why this kind of legisla- 
tion has an inhuman characteristic in it, of great proportions, too. 
It says that he cannot work unless he can produce 90 cents an hour, 
and we know there are a lot of people who cannot do that. 
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It is cruel to take away from him finally the chance of earning what 
he can in the market, 

Are you accurate when you say, Mr. Larson, the question is whether 
industry can absorb these artificial rises? You do not mean that, 
do you 

Mr. Larson. In what sense? 

Mr. Gwinn. You do not mean that industry absorbs this. You 
mean whether the consumer will pay these prices. 

Mr. Larson. As I indicated a moment ago, it might be some of one 
and some of another, but the economy, the country, can adjust itself 
to this kind of move. 

Mr. Gwinn. You know the economy of the country depends abso- 
lutely upon the consumer purchasing the product, and that is where 
the absorption is, in great measure at least, is that not so? 

Mr. Larson. I do not know which is the major factor. All I know 
is the result, on the strength of experience, that one way or another 
this kind of move can successfully be made, and no undue offsetting 
damaging effects of such severity will result as to make the move 
undesirable. 

Mr. Gwinn. How can you say that when you admitted just a while 
ago that you could not measure the effect on the consumer, when he 
is the boss all the way through as to whether or not he buys the 
product ? 

Mr. Larson. ‘The reason I can say it is that we think the experience 
in the last adjustment, taking it all in all, is a guide to what will 
probably happen in this adjustment. 

Mr. Ketiey. Any further questions? 

If not, in behalf of the committee I wish to thank you for the appear- 
ance you and your staff have made today and yesterday. You have 
been very helpful to us in trying to solve this problem. 

Mr. Hussey. Mr. Chairman, | have two statements for the record, 
one from the Honorable Lester Holtzman, of New York, and one from 
the Honorable Victor Wickersham, of Oklahoma, with enclosed letter 
from the Frederick Leader, a daily newspaper of Frederick, Okla. 

Mr. Ketrey. Without objection, they will be included in the record. 

(The statements referred to follow :) 


STATEMENT OF THE HONORABLE LESTER HOLTZMAN, A REPRESENTATIVE IN CONGRESS 
From THE STATE OF NEw YorkK 


Mr. Chairman, I appreciate the opportunity extended to me to say a few words 
to the members of the House Committee on Education and Labor, on the need 
for legislation to increase our present minimum wage from 75 cents per hour to 
$1.25 per hour. 

Although my own committee obligations prevent me from personally appearing 
before the members of this committee, I cannot urge too strongly that you give 
this pending legislation your prompt and favorable consideration. 

I am sure that the best and most persuasive arguments in behalf of such an 
increase in the minium wage have already been presented to you by my colleagues, 
so I will not take up much of your valuable time. 

There is no question about the fact that since 1988 the minimum wage has 
failed to keep up with the cost of living. The unemployment figures for 1954 are 
shocking, and with a steadily increasing labor force each year it is imperative 
that the Federal Government take concrete action to improve the economic plight 
of thousands of low-wage earners, who are unable to maintain themselves and 
their families during times of economic adjustment. 

The administration had proposed an increase in the minium wage to 90 cents 
per hour. I am afraid that this recommendation is inadequate at this time in 
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view of the continuing rapid rise of living costs, and certainly does not take into 
consideration increased worker productivity. 

We need a realistic floor beneath current wage levels, and the $1.25 hourly 
minimum wage would prevent the exploitation of substandard, seasonal and low- 
wage workers. It would stop, to a great extent, the runaway shops which have 
caused such harm, both socially and economically, to the Northern States, par- 
ticularly New England and New York. During the past few years the movement 
of industries has caused much distress and misery in certain areas throughout 
the country, and has created terrific problems for the communities so affected. 

An increase to an adequate and equitable minimum wage would do much to 
offset the effect of such runaway industries, and would tend to reduce area wage 
differentials. In addition, it would bolster our national economy by creating 
more purchasing power, bettering our standard of living, and contributing te full 
employment. 

I hope that this committee will see its way clear to report out a bill which 
will establish the minimum wage at $1.25 per hour. 


STATEMENT OF Hon. Victor WICKERSHAM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OKLAHOMA 


Mr. Chairman, I am convinced that the committee is in a better position than 
I to determine the needed increase in the minimum-wage bill now under consid- 
eration. I am in favor, however, of a proper increase in the minimum-wage law 
and am sure that you gentlemen will make the proper increase. 

I would like to call the attention of the committee to the following letter 
received from a constituent of mine which will clearly explain one very great 
need for improvement in this legislation : 

THE FREDERICK LEADER, 
‘ Frederick, Okla. 

(The letter referred to is as follows :) 


Hon. Victor WICKERSHAM, 
Member of Congress, Washington, D. C0. 

Dear Victor: I cannot help but feel continuing alarm for smaller community 
daily newspapers of the Nation, and there are many of them in your district, 
relative to the reported indication that present exemption from provisions of the 
minimum-wage law for dailies of less than 4,000 circulation confined to the smal! 
areas they serve might be withdrawn. 

You are aware of the high mortality rate among newspapers, principally dailies, 
from the smallest to the largest. It is a part of America battling for its life, 
and the smaller dailies in communities like Frederick are particularly hard hit 
by the constant rise in newspaper production costs. 

All the small dailies like ours have weeklies, owned by others in our community 
that are exempt, for competition. This is in addition to the inroads on adver- 
tising revenue being made by television and other media. 

A small daily, with a circulation under 4,000, presently exempt from the mini- 
mum-wage law, is really not in interstate commerce. Neither can it exist if 
brought under the same general law that applies to manufacturers, etc., engaged 
im interstate commerce. 

The small daily is already competing with the metropolitans for productive 
labor ranging in rates up to $2.25 per hour. It is paying the same price for a 
linotype machine as the Oklahoman Times. Such an operation has never pro- 
dueed more than a decent living for its owners. 

There is absolutely no way for the smaller dailies of Oklahoma, dependent 
on agriculture and the will of the weather, to support daily newspaper costs 
under the minimum-wage law. Some of the rougher work around the plant 
must be done by people in our community who need year-round jobs and whose 
abilities and capabilities make it practical for them to learn a trade at lower 
than the proposed minimum rate. Those who have the ability go on out into 
larger cities and strong lifetime jobs. 

Small dailies all over the Nation, in cities of 5,000 to 9,000 population, will be 
adversely affected in the same way. It will force many more of them out than 
the current rate of suspensions. 

I hope that you will give serious thought to this and do all you can to pre- 
serve the present exemption from the minimum-wage law for small dailies with 
circulation of less than 4,000, most of which is in the area contiguous to the city 
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of publication. Thanks so much for all your efforts in behalf of Oklahoma 
and its people. 


With best personal wishes, I am, 
Sincerely, your friend, 


Bos Curr, Editor. 
Mr. Kettey. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 


(Whereupon, at 12:20 p. m., the hearing adjourned, to reconvene 
at 10 a.m. Thursday, June 9, 1955.) 
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THURSDAY, JUNE 9, 1955 


House or REPRESENTATIVES, 
ComMITTEE ON EpucatTion AND Lasor, 
Washington, D.C. 
The committee met at 10: 25 a. m., pursuant to recess, in Room 429, 
House Office Building, Hon. Graham A. Barden (chairman) presid- 


ing. 

Siem Representatives Barden, Perkins, Wier, Elliott, Landrum, 
Roosevelt, McDowell, Thompson, McConnell, Gwinn, Kearns, Holt, 
Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpven. The committee will come to order. 

I believe we have as the first witness, from the American Federation 
of Labor, Mr. Schnitzler. 

We will be glad for you to identify yourself, Mr. Schnitzler, with 
the reporter, and then proceed. 


STATEMENT OF WILLIAM F. SCHNITZLER, SECRETARY-TREAS- 
URER; ACCOMPANIED BY WALTER J. MASON, NATIONAL LEGIS- 
LATIVE REPRESENTATIVE; AND PETER HENLE, ASSISTANT 
DIRECTOR OF RESEARCH; AMERICAN FEDERATION OF LABOR, 
WASHINGTON, D. C. 


Mr. Scunirzter. I am William F. Schnitzler, secretary-treasurer 
of the American Federation of Labor. 

Mr. Chairman and members of the Committee on Education and 
Labor presently holding hearings on the Fair Labor Standards Act, 
we are glad to present to this committee the views of the American 
Federation of Labor on this critical issue. 

The legislation before this committee has a long and honorable 
history. The Fair Labor Standards Act was originally enacted in 
1938, but efforts to establish some type of minimum wage standards go 
back many years earlier. 

State minimum wage and child labor laws have been the center of 
controversy since the early years of this century. The early State 
laws met bitter opposition and their constitutionality was frequently 
challenged. From the difficulties of trying to develop adequate stand- 
ards in 48 different States came the recognition that only uniform 
standards enacted through Federal legislation could accomplish this 
purpose. 


363 





364 AMENDMENT TO INCREASE THE MINIMUM WAGE 


First came the NRA which, in its cumbersome way, represented an 
effort to enforce minimum standards throughout industry. When the 
Blue Eagle was declared unconstitutional, organized labor, public- 
spirited citizens and farsighted public officials pushed for the enact- 
ment of additional Federal legislation. The Fair Labor Standards 
Act was the result of this campaign. 

The law was originally passed in October 1938, at a time when 
the Nation was in the midst of a severe depression, with 10 million 
workers unemployed. Its wage and hour standards were necessarily 
set at a relatively low level. The minimum wage was established at 25 
cents, with provision that it be quickly raised, first to 30 cents, and then 
to 40 cents. In practice, through the industry committee system, the 
40 cents was reached long before the deadline written into the act. 

The minimum was left at 40 cents during World War II and into the 
postwar period, although by then it was long out of date. It was not 
until October 1949 that Congress finally changed the law by raising 
the minimum to 75 cents. 

At the same time, however, a number of restrictive amendments 
were adopted imposing additional limits on the number of workers 
covered by the law. 

In the past few years it has become painfully evident that the 75- 
cent minimum wage, like its predecessor, has become woefully obsolete. 
Since 1952 the American Federation of Labor, through its annual con- 
vention, has been urging that this minimum be boosted to $1.25. 

We are here to present our reasoning why the minimum should now 
be raised to $1.25. However, let me make one point quite clear. Even 
a minimum at this level would benefit only a limited number of mem- 
bers of A. F. of L. unions. In industry after industry throughout all 
sections of the country the overwhelming majority of union members 
receive wages well above $1.25 an hour. 

We are not here to ask the Federal Government to determine wages 
for our members. The A. F. of L. and its affiliated unions will con- 
tinue to put their faith in the practice of collective bargaining as the 
most equitable method for settling wage disputes between workers and 
employers. 

We are not asking the Government to intervene in the collective 
bargaining process. Rather, we are here to discuss the wages re- 
ceived by the lower paid workers in America. These workers usually 
are not members of any union. They receive inadequate wages, not 
because their productivity is low but because their bargaining power 
is weak. 

We are concerned about the low wages these workers receive. We 
are concerned not merely because this low wage prevents the worker 
and his family from enjoying the American standard of living, but 
also because his low income presents a threat to the living standards 
of all Americans. 

Low wages are preventing the American economy from achieving 
its fullest potenti. The low-income family that cannot afford a bal- 
anced diet is contributing to our food surplus; because the family 
cannot buy sufficient clothing, there are depressed conditions in the 
garment and textile industries. Their limited purchases are restrict- 
ing expansion in a thousand different industries across the Nation. 
Tn the long run, low wages for some individuals hold back the wages 
of all workers. For the expanding economy which all of us want, all 
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America has to prosper. If one part of the Nation is held down, all 
of us suffer to some degree. 

Low-paid workers are found in all sections of the country. No par- 
ticular region can claim immunity from this problem. We regret 
that sectional considerations have been brought into some of the public 
debate on minimum wage legislation. This is not a sectional or 
regional issue. The entire country and each of its regions will benefit 
from a substantial increase in the statutory minimum. 

In our testimony today we are confining ourselves to a discussion 
of those sections of the law which are concerned with wages. We are 
limiting ourselves in this way as a result of the committee’s decision 
to exclude other subjects from consideration at this hearing. In- 
cluded in the general subject of wages, we believe, are the problems 
involved in raising the statutory minimum, applying this minimum 
to the workers in Puerto Rico, and the effect of the higher minimum 
on the certificates issued for learners. 

We regret exceedingly that this committee has seen fit to rule out 
any discussion of changes in other sections of the bill. We believe 
that equal consideration should be given to proposed changes in other 
parts of the law. I would like here to list for the committee the rec- 
ommendations made by President Meany to the Senate Committee on 
Lae and Public Welfare for other changes in the Fair Labor Stand- 
ards Act. 

1. Extension of coverage to include all workers engaged in activ- 
ities affecting commerce, and, specifically, employees of large scale 
retail and service establishments and workers on large industrialized 
farms. 

2. Repeal of specific exemptions now included in the law for workers 
in a number of different industries. 

3. Reduction in the standard workweek from 40 to 35 hours. 

4. Increase in the statute of limitations from the present 2-year 
limit to 1 of 4 years. 

Minimum-wage standards have become an accepted part of Amer- 
ican national life. With very few exceptions the American people 
recognize the need for a basic floor under the Nation’s wage structure. 

The minimum wage today is still 75 cents an hour. The minimum 
should be sufficient to meet the test set forth in the Fair Labor Stand- 
ards Act, a “minimum standard of living necessary for health, effi- 
ciency, and general well-being of workers.” Judged by this criterion, 
the 75-cent wage falls woefully short. 

The current discussion over the minimum wage has made it clear 
that only a few fail to see the need for an upward adjustment in this 
minimum. The controversy is not over the need for revision but over 
the amount of the increase. 

We have given this question our most serious consideration. We 
in the American Federation of Labor are firmly convinced that an 
increase in the minimum to $1.25 an hour is amply justified. 

The following considerations have led us to recommend this increase : 

1. Fundamental moral and social principles are at issue. All work- 
ers should be entitled to a living wage, a wage sufficient to enable rea- 
sonable family life. An adequate minimum wage is required to alle- 
viate the poverty which breeds crime, slum conditions, and disease. 

These principles should not be ignored because they cannot be 
readily converted into specific dollars-and-cents figures. We firmly 
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believe that a minimum of $1.25 an hour would contribute substan- 
tially to the achievement of these goals of a civilized society. 

2. From the economic standpoint, the Nation not only can well 
take in stride a $1.25 minimum, but would be greatly benefited by 
the additional purchasing power it would provide for low-income 
workers. A minimum of $1.25 is also required simply to keep pace 
with our economic growth, the wage progress of the Nation as a 
whole, and advancing national productivity. 

3. There are significant international considerations, too. A sub- 
stantial increase in our minimum wage would demonstrate concretely 
to all the world, to both free and slave countries, that America’s free 
society and economic system provides increasing living standards for 
all income groups. It would provide, in terms understandable to 
all peoples, a striking contrast to the continued depressed levels of 
living of workers in Communist regimes. 

Let me examine with you in greater detail these different factors 
calling for a $1.25 minimum. 


MORAL AND SOCIAL ASPECTS 


In a moral nation, moral considerations are of prime importance. 
An inadequate minimum wage is morally wrong. We should not 
tolerate a minimum so low that several million workers and their 
families do not have a decent standard of living. We should not 
tolerate the wreckage to family life when several or all members of 
a family must work, or when a man must labor so long that he has 
no time at home for his wife and children. Our self-respect as a 
Nation requires an adequate minimum wage to eliminate such wrongs. 

There are still some ple in America today who condone or 
approve of low wages. They smugly assert that workers who earn 
as little as 75 cents or $1 an hour are not worth more or have only 
themselves to blame. 

This state of mind is immoral and dangerous. It ignores human 
needs and is blind to the interest of the Nation as a whole, for the 
entire community suffers from the drag and drain of its low-income 
groups. The general progress is retarded if all do not share in it. 

Let us remember that low-income families cannot realize their 
potential as human beings. Low income and its miseries spread 
disease, slums and degraded living, crime, and other social ills. The 
costs are met by the public as a whole. The companies which pay the 
lowest wages profit at the expense of their workers and are actually 
being subsidized by the rest of the community. It is the taxpayers 
who bear the financial costs and losses resulting from low wages. 

The minimum wage should be high enough to enable a worker and 
his family to live in health, efficiency, and general well-being. How 
much is required for this objective? 

The United States Department of Labor has studied the amount 
needed by a family of four for what the Department called modest 
but adequate living. It found that the least expensive of the 34 
cities surveyed back in 1951 was New Orleans. The annual income 
needed there was $3,812. In Washington this modest budget required 
an income of $4,454. 


1U. 8. Department of Labor City Workers’ Family Budget for October 1951, Monthly 
Labor Review, May 1952. 
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These were the amounts required for a modest level of living, not 
for luxury or even comfortable living. They allow for an overcoat 
every 7 years; a skirt every 5 years. The family can get a toaster 
every 25 years. Less than 2 quarts of milk a day are allowed for 
a family with growing children. Under this budget the family can 
eat only hamburger and stews, not steaks or chops. 

Yet this family budget requires far more than $1.25 an hour, A 
worker employed for a full year of 50 weeks of 40 hours each at the 
$1.25 minimum would earn only $2,500, compared to the more than 
$3,800 required as a minimum for adequate family living. 

A number of States have also made special budget studies. They 
have investigated the amount of income required for a minimum living 
standard for a single self-supporting woman with no dependents. 
Such studies have been made since 1952 by four States and the District 
of Columbia. They call for annual income ranging from at least 
$1,967 in Massachusetts to $2,664 in the State of Washington.’ 

A minimum of $1.25, which yields annual income of $2,500 for a 
full year’s employment, is therefore only about the amount necessary 
to support a single woman without dependents on a minimum basis. 
A worker with a family to support clearly must have a much larger 
income. 

Economic factors: A $1.25 minimum wage is economically feasible 
and desirable. It would reflect current levels of national production 
and income. It would take into account the great growth of our 
economy since the Fair Labor Standards Act was first adopted in 
1938 and revised in 1949. Our output has advanced at a pace which 
is the marvel of the world, a pace which was beyond our fondest 
dreams 2 decades ago.® 

This growth has proved America’s enormous capacity for expand- 
ing and for enriching living standards. We must not underrate this 
capacity. A minimum wage standard of $1.25 is well within our 
reach. Our country has the ability to achieve goals to which we set 
our minds and hearts. 

We not only can do it, we must do it, for the economy needs the 
beneficial effects of a higher minimum wage. The welcome rise we 
have had in business activity in recent months from the earlier period 
of recession must be continued. The economy will not be able to 
continue the same advance in the second half of this year on momen- 
tum alone. 

A substantial increase in the minimum wage would mean additional 
income for low-paid workers. Their expanded purchasing power 
would be translated immediately into an enlarged market for con- 
sumer goods. It would provide a much needed stimulus at a strategic 


2 Minimum annual budget for single person: State studies made since 1952: 
Arizona, $2,312.16, February 1954. 
District of Columbia, $2,208.97, May 1953. 
Massachusetts, $1,966.52, February 1954. 
New York, $2,488, September 1954. 
Washington, $2,664, May 1952. 
*The comparison is as follows: 


GROSS NATIONAL PRODUCT, NATIONAL INCOME, ANNUAL 
ANNUAL RATE RATE 
Billions Billions 


85. 2) 1938 
57.3) 1949 





216. 2 
310. 5 





Source: Department of Commerce. 
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time. It would sustain and help expand the upward economic trend 
we all seek. 

The Secretary of Labor has recommended that the minimum wage 
be increased to 90 cents. This is too far short of a reasonable or ac- 
ceptable level. 

The Senate Committee on Labor and Public Welfare has now 
approved a bill for an increase to $1. This is a more positive step 
in the right direction but it is still not sufficient. 

A major contention of those who wish to increase the minimum wage 
to only 90 cents is that a larger increase may raise difficult problems 
for some industries which have a significant proportion of low-paid 
workers. 

Well, we too do not wish to place an unbearable burden on such 
low-paying industries. We also want them to stay in business and 
keep their workers employed, but we do not believe that an inadequate 
minimum wage is the appropriate answer. 

We are convinced by past experience that, if actually faced with the 
choice of meeting a decent minimum wage or going out of business, 
all but the most marginal firms will adjust to the higher minimum and 
continue to operate profitably. 

Our conclusion is supported by all available historical evidence. 
When minimum-wage 1irements were first considered under the 
NRA, then, when the FLSA wage minimum was being weighed, and, 


then again, when it was being revised, low-wage industries repeatedly 
contended that their operations would have to be abandoned, that their 
workers would be thrown out of jobs if the proposed minimums were 
adopted. These ominous predictions proved untrue. Studies of the 
aftereffects of minimum-wage increases demonstrate a record of suc- 


cessful adjustment by industry.‘ 

The most recent experience, when the minimum was raised to 75 
cents in January 1950, has been examined closely by the Department 
of Labor.’ It reports that there were practically no plant shutdowns 
or worker layoffs as a result of the increased wage requirement. The 
study concentrated both on the results in five low-wage industries— 
southern sawmilling, men’s dress shirts and nightwear, fertilizer, 
men’s seamless hosiery, and wood furniture—and on all reported prob- 
lems of adjustment in other industries. 

The 75-cent minimum in January 1950 required increases for a 
substantial percentage of the workers in the low-wage industries. In 
southern sawmilling more than 60 percent of the workers had to be 
given wage increases to be brought up to 75 cents. And, yet, these 
industries adapted to the new minimum with what the Labor Depart- 
ment described as “only very minor determinable effects.” 

In 3 of the 5 industries analyzed, the higher minimum did not result 
in any employment decline. There was a slight decline in the south- 
ern sawmilling and fertilizer industries, but the Labor Department 
found that this appeared to be due primarily to other factors. 


*Harry M. Douty, Minimum Wage Regulation in the Seamless Hosiery Industry, 
Southern Economic Journal, October 1941: Robert J. Myers and Odis C. Clark, Effects of a 
Minimum Wage in the Cotton Garment Industry, 1939-41, yey ! Labor Review, February 
1942; Harry M. Douty, Some Effects of Wage Orders Under the Fair Labor Standards Act, 
American Labor Legislation Review, 1947; Special Subcommittee on Cotton of Committee 
on Agriculture, House of Representatives, 80th Cong., Study of Agricultural and Economic 
Problems of the Cotton Belt, July 1947 


198 ; wee of the Minimum-Wage Increase of 1950, U. 8S. Department of Labor, August 
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How many companies shut down? Among the southern sawmills, 
where the proportion of workers requiring increases was the highest, 
some “1 or 2 percent” of the plants did go out of business. 

But the Labor Department says very significantly, “none of the 
operators of the closed mills held the 75-cent minimum solely respon- 
sible.” And “during the same period new plants became active so 
there were actually more mills in operation” shortly after the mini- 
mum went up than before. 

Such successful adjustment can and will take place again. The 
costs of a substantially higher minimum wage can and will be met, 
largely through increases in efficiency of management, labor, plant, 
and equipment. Low-wage companies will be forced to revise their 
managerial methods and to introduce greater efficiencies in their opera- 
tions. The higher wages in themselves will help increase produc- 
tivity, for they will improve morale, health, and efficiency. 

Another argument which has been advanced against a substantial 
increase in the minimum wage is that it would have a “pushing up” 
effect on wages of workers who have already been at or above the 
new minimum wage. 

This view, although it may seem logical in theory, has not proved 
valid in actual practice. In the low-wage industries most affected by 
an increase in the minimum-wage requirement the indirect effect of 
the increased minimum on higher-paid workers is relatively slight. 

The simple fact is that companies in these industries do not follow 
the practice of maintaining specific differentials between different 
levels of skill. They tend to grant only as much of a wage increase as 
is required by law. 

This is borne out by the Labor Department report analyzing man- 
agement adjustment to the 75-cent minimum wage in 1950. This 
report found that the increase in the total wage bill of companies with 
large numbers of low-paid workers was little more than the amount 
required to comply with the new legal minimum. 

#t me quote briefly from the Department’s study. In the southern 
sawmilling, the fertilizer, and wood furniture industries: 

* * * most of the workers whose hourly wages were raised from substandard 
levels went into the 75-79.9 cents earnings class; at and above 80 cents an hour, 
wage structures showed only minor short-run changes. 

Apparently employers in the three industries did what was directly necessary 
to satisfy the amended requirements of the act and on the whole did not try to 
maintain wage spreads between low-, middle-, and high-wage occupations. 

In the southern sawmilling industry, where the largest adjustments 

were required, the Labor Department study stated that: 
* * * most of the short-run wage changes were made only to meet the higher 
legal requirements * * *. Direct pay adjustments needed to raise to 75 cents 
an hour earnings below that amount involved an estimated wage-bill increase 
of 14 percent. The actual shori-run increase in average hourly earnings was 
very nearly that: 16 percent. 

The picture in the other low-wage industries was much the same. 
Wherever substantial adjustments were required to raise many work- 
ers to the new minimum wage, only a relatively small additional 
adjustment was made for higher paid workers. 

Another view expressed in opposition to a substantial increase in 
the minimum wage is that it might prove inflationary. Some simple 
calculations will demonstrate how limited an impact even a $1.25 
minimum will have on the national economy. 
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A rise in the minimum wage of $1.25 has been estimated as re- 
quiring an increase of only slightly more than 1 percent in total pay- 
rolls, Such a small increase could not possibly Lies an inflationary 
effect on the economy. 

What many people do not recognize or admit is that higher wages 
stimulate increased productivity and efficiency. Competent manage- 
ment in this country consistently succeeds in developing new methods 
and equipment to permit industry to function profitably with higher 
wage levels. 

Time and time again this Nation has refused to be governed by the 
notion that wages could not be increased. It has responded to the 
challenge by developing increased efficiency to gain lower unit labor 
costs despite higher wages. It has therefore enjoyed greatly enriched 
living standards, 

This is not just economic theory. Recent experience shows con- 
clusively that higher wages need not mean higher prices and certainly 
do not mean lower profits. Consumer prices today are no higher 
than in the middle of 1952, but average hourly pay of factory workers 
has increased from $1.67 an hour to $1.87.° During the same time 
corporate profits have risen tremendously.’ 

Bases for $1.25 minimum: Why, you say, do we, apart from moral 
considerations, urge a minimum of $1.25 when some lesser figure would 
also represent considerable improvement and might involve less 
controversy ¢ 

We believe that the $1.25 is thoroughly justified by a combination of 
several economic factors. It is required to enable the lowest paid 
workers to gain the same wage advances enjoyed by workers generally, 
to share in the benefits of the increased productivity of the economy, 
and to make up for rises in living costs. These are basic factors gen- 
erally recognized in collective bargaining. 

The wage data of the Bureau of Labor Statistics report the extent 
to which prevailing wage levels have risen since the start of 1950. 
From February 1950 to May 1955 they show that average hourly earn- 
ings of nonsupervisory factory workers—organized and unorgan- 
ized—have increased by 45 cents.® 

It must also be taken into account that, by the time an increase in 
the minimum wage is made effective, there undoubtedly will have 
been a further rise of at least several cents in the wages of most of the 
Nation’s workers. 

The increase for nonfactory workers is as large as the rise which I 
have cited for factory workers. In construction the average increase 
through April 1955 has been 62 cents an hour. Telephone worker 
earnings have gone up by 48 cents an hour, gas and electric utility 
workers by 49 cents. In wholesale trade they have increased by 44 
cents. Even in retail trade, which has lagged behind, the average rise 
has been 34 cents. 

Actually such figures understate the wage advances of most workers, 
for the average is depressed by the lack of increases for the lowest 


*Consumer Price Index (1947-49=100) (Bureau of Labor Statistics) : August 1952=— 
114.3; April 1955—114.2. Ave hourly corning? of factory workers (Bureau of Labor 
Statistics) : August 1952—$1.67; May 1955—$1.87. 

7 Corporate profits after taxes, seasonally adjusted annual rate (Department of Com- 
merce): Third quarter, 1952, $16.6 billion; first quarter, 1955, $20.3 billion (estimated). 

® Average hourly earnings, all manufacturing industries (Bureau of Labor Statistics) : 
February 1950, $1.42 ; May 1955, $1.87. 
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paid jobs. Thus, in manufacturing, if the lowest paid jobs are ex- 
cluded from the calculations, the statistics would show that workers 
on the remaining jobs averaged an increase of 50 cents or more an 
hour. 

Even if the minimum wage is raised to $1.25, the lowest paid workers 
still would not catch up with the general progress of other workers. 
The increases in wage levels I have just listed do not reflect the sub- 
stantial liberalizations gained by most workers since 1950 in paid vaca- 
tions, paid holidays, pension and health and welfare benefits and 
other practices. These benefits have not been extended to the lowest 
paid workers in the same degree as they have become standard for 
workers generally. 

Despite the substantial advances in national wage levels, the ad- 
ministration has recommended an increase of but 15 cents in the 
minimum wage to make it 90 cents an hour. In his testimony to this 
committee on Tuesday, the Under Secretary of Labor stated: 

An increase in the minimum rate to 90 cents would adjust it to the increase 
in the cost of living and would permit some improvement in the position of the 
persons protected by the act. 

This improvement for low-paid workers would be very little im- 
provement indeed, however, for a 90-cent minimum would allow 
improvement of less than 1 percent a year. 

By basing its recommendation primarily upon changes in the cost 
of living, the administration is actually saying to our low-paid work- 
ers that they cannot ever look for any significant real improvement 
in their living standards. In effect, it is saying to them: What you 
had 6 years ago in the way of food, clothing, and shelter is what you 
will have next year and for some years to come. If we were to extend 
this theory throughout our economy we would, in effect, be saying 
that workers could not have a new automobile or a refrigerator unless 
they had one before. This is certainly not the basis on which the 
American economy has achieved its greatness. 

Moreover, the 90-cent minimum is not supported by wage develop- 
ments in any part ofthe country. The record on a State-by-State basis 
shows that in not one State in the country has the rise in average hourly 
earnings in manufacturing since the minimum wage was last increased 
been as little as 15 cents. 

It may be worth noting that in the Southern States, in which much 
of the lowest wage industries are concentrated, the rise between Feb- 
ruary 1950 and April 1955 is an estimated 32 cents an hour.® 

The other two significant economic factors on which much of the 
public discussion of minimum-wage adjustment has focused are the 
changes in productivity of the economy and changes in the cost of 
living. It is necessary to consider these changes, but it is improper 
to adjust the minimum wage merely on the basis of them alone. 

The experts differ as to the precise rate of increase of our national 
productivity, but the Joint Congressional Committee on the Economic 
Report has estimated that the rise in the private sector of the economy 


* Increase in average hourly earnings, February 1950 to April 1955, or nonsupervisory 
workers in manufacturing in 15 States classified by Bureau of Labor Statistics as “South” : 
Alabama, 31 cents; Arkansas, 26 cents; Delaware, 50 cents; Florida, 32 cents; Georgia, 
28 cents; Kentucky (data unavailable) ; Louisiana, 46 cents; Maryland, 46 cents; Missis- 
sippi, 25 cents; North Carolina, 20 cents; Oklahoma, 48 cents ; South Carolina, 21 cents; 
Tennessee, 31 cents; Texas, 45 cents; Virginia, 30 cents; West Virginia, not available 
from February 1950, but rise since January 1951 is 32 cents. 
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has been 3144 percent a year from 1950 to 1953. The statistics for 
1954 will show a smaller rise, but those for 1955 will likely show a 
much greater increase. It is reasonable to assume that the 314-percent 
rate of increase applies over each of the 6 years since the minimum 
wage was last adjusted. 

The cost of living, meanwhile, has increased since January 1950 
by almost 14 percent.*° 

If the 75-cent minimum wage were raised to reflect merely the rise 
in the Nation’s productivity since the start of 1950, and to adjust for 
the rise in the cost of living since that time, the new minimum would 
be about $1.05 an hour. 

Such an increase is inadequate. It would only catch up with some 
changes in the economy. It would not take into account that the 
standard enacted in 1949 was itself sadly inadequate. Our sights 
today must be raised beyond —" catching up with the low 1949 
standards if we are truly serious about providing genuine and long- 
overdue improvements for the Nation’s low-paid workers. 

International considerations: Let us also not forget that action on 
the minnimum wage has international significance. By enacting a 
substantial increase in the minimum wage the Congress can show the 
workers enslaved behind the Iron Curtain and the workers else- 
where in the world that the American economy benefits all its workers, 
that in this country even the lowest paid get a fair share of the fruits 
of the general progress. 

This is the kind of peaceful action and example that the Soviet rulers 
fear most. It would demonstrate the vigor and growth of the Amer- 
ican economy. It would show how a free society acts to bring abun- 
dance for all to share. It is a story that the Kremlin’s propaganda 
machine is least able to counteract. It is the type of action which will 
greatly increase the number of friends for the American economic 
system throughout the world, 

Puerto Rico: Puerto Rico and the Virgin Islands are a part of the 
United States. The inhabitants of those islands are citizens of the 
United States. The growing industrial development of these islands 
has raised their living standards, but they are still far below the main- 
land level. The expanding industry of the islands needs to be inte- 
grated as rapidly as possible with the economy of the entire Nation. 
Otherwise the lower level of wages, taxes, and other costs will turn 
the islands into a haven for irresponsible chiselers and runaway 
shops. 

oday’s extremely low wages in Puerto Rico threaten hard-won 
wage standards in the continental United States by providing a direct 
incentive to employers to relocate their operations to these territories. 
The industry committee procedure now being followed to raise Puerto 
Rican wages has operated painfully slowly. There must be a floor 
under Puerto Rican wages just as there is on the mainland, and a more 
prompt and effective way must be provided for raising minimum 
wages, industry by industry, above the floor so that the statutory mini- 
mum wage can be extended to Puerto Rico as soon as is feasible. 

We recognize that this change cannot be made effective at once. 
However, it is essential that an immediate, substantial step be taken 
in this direction. 


% Consumer Price Index (1947-49=—100) (Bureau of Labor Statistics): January 1950, 
100.6; April 1955, 114.2. 
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The minimum wage now in effect in some Puerto Rican industries 
is extremely low. For a considerable number of industries it is still 
below 30 cents an hour. This is far too low to assure even a minimum 
level of living to Puerto Rican workers and to prevent Puerto Rican 
firms paying such low wages from gaining an unfair competitive ad- 
vantage over their mainland competitors. 

The American Federation of Labor recommends as a first step that 
the minimum wage rates now in effect in Puerto Rico and the Virgin 
Islands be increased by the same amount as the increase Congress en- 
acts in the statutory minimum in the United States. In addition, since 
such an increase would not bring the minimum wage in the islands up 
to the statutory minimum, we recommend that the level of minimum 
wages in those territories be increased periodically through a strength- 
ened industry committee procedure so that full equality in minimum 
wages between the mainland and the islands can be achieved as rapidly 
as possible. 

We urge that the present method of appointing industry committees 
which gives a majority of their membership to persons from Puerto 
Rico be modified to provide that the mainland representatives should 
at least have an equal voice on such committees as those from Puerto 
Rico. 

Mr. McConnett. Mr. Chairman, may I interrupt there for a clari- 
fying question ¢ 

You say “be increased by the same amount as the increase Congress 
enacts in the statutory minimum in the United States.” 


Do you mean the same percentage amount or the same dollar 
amount ¢ 


Mr. Scunirzier. No. ‘The same dollar amount. 

Mr. McConne tt. Dollar amount. Thank you. 

Mr. Scunirzier. Learners. 

The law at present provides for employment of learners at less than 
the statutory minimum “to the extent necessary in order to prevent 
curtailment of opportunities for employment.” 

The purpose of this section was to permit employers to pay unskilled 
workers starting employment less than the minimum wage for a transi- 
tional period until employers could fully adjust their operations to 
the higher minimum wage enacted in the 1949 amendments. 

Unfortunately, this section has been administered in such a manner 
that even today, more than 5 years after the 75-cent minimum became 
effective, employers can utilize this loophole to pay large numbers of 
so-called learners as little as 63 cents an hour. 

American Federation of Labor unions have followed the adminis- 
tration of these regulations very closely. They have been concerned 
about a number of instances in which employers have arbitrarily closed 
down plants in one location to shift operations to a new location. 
Almost invariably the newly established plant has applied to the Labor 
Department to employ a substantial number of learners at these sub- 
minimum rates. In a number of cases, despite the protests of A. F. 
of L, unions, the Labor Department has granted learner certificates 
to these firms even though experienced workers have been made idle 
at the plants’ former location. 

The Labor Department’s action in allowing these learuers’ permits 
at substandard rates has encouraged firms to close down existing 
plants, layoff experienced workers, and then relocate to utilize the 
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learners. Certainly this does not conform to the requirement in the 
law that permits be issued only “to prevent curtailment of opportuni- 
ties for employment.” 

During a transitional period after a higher minimum wage takes 
effect it may be necessary to provide for special arrangements under 
which employers would be permitted to hire certain beginning or mar- 
ginal workers at less than the statutory minimum wage. but there 
must be a floor for such subminimum wages and they should not be 
permitted to persist indefinitely. 

We therefore recommend that the lowest subminimum wage for 
learners be established at $1 an hour. The administrator’s authori- 
zation to permit payment of subminimum wages should be limited to 
2 years after the new minimum wage takes effect and should, of course, 
include the authority to establish learners’ wages above $1 per hour. 

Let me say in conclusion that American labor is proud of the 
achievements that have made this Nation the leader of the free world, 
proud of the contributions we have made toward our country’s great- 
ness. We do not ignore the tremendous improvements in the stand- 
ard of living of most American workers, nor do we minimize them. 
Neither do we feel that this country has achieved so much that we 
can now rest on our laurels. 

Part of the job that still remains is to do everything possible to 
encourage healthy expansion, to strengthen our economy, to assure 
a lasting prosperity. But another part of the job is to make sure 
that all Americans have a decent chance to share the abundance all 
of us are creating. We fail in this part of the job as long as the 
much vaunted American standard of living is denied to any group 
of Americans. 

We have cited statistics to support our case for a $1.25 minimum 
wage to make possible an American standard of living. But, frankly, 
we feel that the statistics are not really necessary. 

The issues raised by this hearing are not questions that can be 
settled by the simple application of statistics or economic methods. 
They present questions of the heart as well as the mind. Revision 
of the Fair Labor Standards Act poses one question that every Con- 
gressman must answer for himself: 

Is America willing to see that the fellow at the bottom of the 
economic ladder is given a lift? 

In very plain language, this is the question that must be faced by 
this committee and by the Congress. We in the American Federa- 
tion of Labor hope and expect that this session of Congress will 
answer yes, that every American deserves an opportunity to advance 
to a higher standard of life. 

We ask the Congress to consider all the facts, to weigh the pros 
and cons. But we ask also that in its deliberations Congress does 
not make the mistake of looking to the past. It is to the promise 
of the future we must look—a future of prosperity, plenty, and, we 
prayerfully hope, peace. We are convinced that the changes in the 

aw we have suggested will help to make that future a reality for all 
Americans, 

Chairman Barven. Mr. Perkins? 

Mr. Perkins. Mr. Chairman, I do not wish to take the time of the 
committee to ask any questions, but I certainly want to compliment 
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Mr. Schnitzler for a very enlightening statement. I feel that you 
have made a decided contribution to the committee here this morning. 

That is all I have to say. 

Mr. Schnirzier. Thank you. 

Chairman Barpen. Mr. Wier? 

Mr. Wier. Mr. Chairman, I do not think I have any questions that 
have to be answered, and I want to, likewise, say that I think the 
subject matter has been thoroughly covered, and I am going to do 
the best I can to see that the minority gets some time this morning. 

Thank you. 

Chairman Barpen. Mr. Landrum, the gentleman from Georgia. 

Mr. Lanprum. I have no questions. 

Chairman Barpen. Mr. Roosevelt ? 

Mr. Roosrvetr. I haven’t any questions either, but I would like to 
concur with my colleagues in saying that I think this was a very 
complete and very thorough answer to the questions which were raised 
previously by testimony that has been presented before us. 

Chairman Barpen. Mr. Thompson ? 

Mr. TxHompson. I would like to compliment Mr. Schnitzler on this, 
which I feel is a very fine presentation, and particularly I would like 
to compliment him for the compliation of statistics and for the fact 
that the figure which he advocates has been supported by statistical 
data, and that he has taken into consideration many things; in par- 
ticular, more than just the cost of living. He has taken other factors 
and ascribed a value to them. 

Some members from the other side have been asking repeatedly 
for the basis upon which a $1.25 figure is asked. 

With that, I am going to thank you once again and to allow you to 
answer those questions which I know will come your way. 

Chairman Barpen. Mr. McConnell? 

Mr. McConne tt. I have no questions. 

I would like to say it is nice to see Mr. Schnitzler again. I have 
not seen you for quite a while. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. Mr. Schnitzler, on page 8 of your statement you recite 
the increase of hourly earnings per person, and then you say that 
corporate profits after taxes have risen tremendously. You do not 
compare profits per unit or per capita or on any other basis that is 
comparable with the way you gave us the statistics per person or rise 
in per hour basis. We do not have any comparable figure. 

You do not take into account the enormous growth of total volume 
of business nor the profit per capita per unit of business done. 

Mr. Scunirzier. As we were developing this statement we stopped 
for a moment on this one sentence. Then we got to thinking that 
it probably would not be expected of us to present the record of 
industry over these years. And certainly, with the amount of material 
that is available in the daily press and otherwise, there is no question 
as to the truth of the statement. 

Our research department has that material. We considered enter- 
ing it into this statement, but then decided, at the last moment, prob- 
ably we shouldn’t. 

owever, if it would serve a useful purpose for the committee, 
we would be able to furnish you with that material that made us 
write this sentence as we did. 

634895526 
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(The information referred to appears later in the witness’ testi- 
mony.) 

Mr. Gwinn. You have done such a good job on statistics that I 
cannot imagine your missing that one. That is, the statistics on 
what the actual increase in profit is. 

I have an impression that after taxes, over a 5-year period, the 
profits per unit of business done is down. 

Mr. Scunirzier. I don’t think the facts would support that con- 
tention. As I say, we would be happy to submit that to the com 
mittee if that will help the committee in its considerations. 

Mr. Gwinn. That is the only way we can decide. 

Mr. Scuntrzier. Because it is a long, involved question. We could 
keep going on this for hours trying to pick apart one individual plant 
somewhere, or one industry, and I think we have to look at the over- 
all picture. 

Mr. Gwinn. We should get the whole, but we ought to do it in terms 
of volume. 

Mr. Scunirzier. That is right. 

Mr. Gwinn. So as to get a per capita or per-hour, proper com- 
parison. 

It is obvious, is it not, that if you compare your increase of wages 
per hour that you ought to make the rise in profits on a comparable 
basis. 

Now you spoke of certain industries specifically, which were very 
interesting if the statistics are accurate. It would show that in the 
particular industry of lumbering and cement that the increased mini- 
mum wage was absorbed. But that was at the time of the war or 
preparation for war. 

Do you think that is a fair period in which to determine whether or 
not industry could absorb the increased wage ? 

Suppose we go into a peacetime period. We have peacetime periods 
that we might use, have we not, to make a comparison ? 

Mr. Seunirzier. If you go back far enough, keep going back far 
enough, you will destroy all of your figures, and you will never be able 
to put them together. 

he answer to your question, I say definitely, is “Yes.” The study 
was made prior to our entering into the Korean war. And I fail to 
see why we as Americans should gear our future hopes and our new 
horizons on the possibility of war rather than in building a Nation 
that will guarantee decent standards to all of its citizens during normal 
peacetime. 

Mr. Gwinn. Well, I don’t know why you dwell so much on the 
minimum. We have not had to have compulsory statutes to cover 
increased wages, and earnings, and living standards in other categories 
of employment. It has not failed so badly there, has it? That is 


the voluntary fixing of wages and prices. 

Mr. Scunirzier. Within the realm of unionization of workers, I 
imagine you are referring to. 

No, that is not within the realm of our discussion here this morning. 

As I said here in this statement, this minimum will affect very, very 
few members of the American Federation of Labor. This will affect 
workers that have not had as yet the ma, ene possibly to join the 


American Federation of Labor or other labor unions. Once they do, 
of course, there won’t be a question of this minimum wage. 
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Mr. Gwinn. Well, who is affected? You picked out, in an interest- 
ing way, the cement workers and the lumber workers. Who else are 
we talking about ? 

Mr. Scunirzizr. We did not mention cement. We picked five 
industries: Southern sawmilling, men’s dress shirts, and nightwear, 
fertilizer, men’s seamless hosiery, and wood furniture. Those were 
the five industries studied by the Department of Labor, and this infor- 
mation we got was from their study. 

Mr. Gwinn. It was fertilizer instead of cement; that is right. 

Do you have any idea what percentage of the 1,300,000 that are 
allegedly involved in this legislation are in those industries? 

Mr. acanions: We are trying to answer this question for you. 
Weare studying the Labor gears report. 

In the fertilizing industry the report here shows a total of approxi- 
mately 38,000 workers—12%» percent are under 80 cents an hour, 
16% percent are under 85 cents an hour, and 217, percent—— 


r. Gwinn. That is all right. That is roughly 38,000 involved in 
the fertilizer. 


And in the woodworking or sawmilling ? 

Mr. Scunirz.er. In sawmilling, 351,000. There are 27.4 percent 
under 80 cents, 36.9 percent under 85, 44.3 percent under 90, and 50.9 
percent under a dollar, and 61.5 percent under $1.25. 

And this figure of 351,000 is somewhat larger than those actually 
employed in the sawmill industry because a number of those workers 
in that same lumbering industry have been exempted. 

Mr. Gwinn. Well, then we have got close to possibly a million more 
that will be covered by this legislation. But we are having diffi- 
culty, Mr. Schnitzler, in identifying them. We don’t know who they 
are. 


It seems to me very difficult to legislate without knowing for whom 
we are legislating. 

Mr. Scuntrzter. I understand that this survey we have used has 
been presented to the committee by the Department of Labor, and we 
were working from this. Seemingly, they have got every industry 
listed here in this aes 

Mr. Gwinn. We asked them yesterday if they could identify this 
1,300,000. They estimate that there are that many who would be 
affected. But they could not identify them. 

Mr. Roosevert. Will the gentleman yield ? 

Mr. Gwinn. Yes. 

Mr. Roosevett. I do not want to differ with you, but I don’t think 
that is quite correct, sir. 

I think on exhibit C-7 they are all listed in detail. 

Mr. Gwinn. Not the 1,300,000. 

Mr. Roosgvert. Yes, sir, the 1,300,000. 

I think you will find it on C-5, sir. 

Mr. Henze. That is where we quoted from. 

Mr. Gwinn. Mr. Chairman, let the gentleman from Pennsylvania 
proceed while I look into this. I do not want to take the time. 

Chairman Barven. I will return to you, Mr. Gwinn. 

Mr. Kearns? 

Mr. Kearns. Mr. Schnitzler, I want to say that I think this is one 
of the most enlightening presentations that I have heard since I have 
been a Member of Congress, so far as your appeal for what you believe 
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in is concerned, and I personally would like to see a lot of paydays 
and would like to see the men get as much as they can because when 
we get those dollars in circulation we have good times in this country. 

There is one thing I am concerned about, however. I know that 
through the years—and you like to go back through this historical 
development of good wages through the efforts of the A. F. of L. and 
the assistance of the Government—it is a fact that we are going to 
have difficulty in this country in continued economy and good 
times, in my opinion, if we are going to allow the markets of this 
country to be flooded by materials of foreign countries that sell so far 
under the price for what we can produce and manufacture goods in this 
country. 

Chairman Barpen. You mean we are not going to have. Didn’t 
you say that we were going to have it as long as we continued ? 

Mr. Kearns. We are not going to have if we are to be undersold. 

Chairman Barven. I thought that was what you intended to say. 

Mr. Kearns. I thank the gentleman. 

Have you made any reports or surveys as to the amount of unemploy- 
ment that we have now or that could be anticipated through the flow 
of foreign materials and manufactured goods into this country ¢ 

Mr. Scunirziter. We don’t have what you might call a survey, a 
complete survey of that. 

The American Federation of Labor is very conscious of that devel- 
opment. You may have noticed from the statements that we have 
issued that we have approached that entire question with extreme 
caution. 

We seem to feel, as the leaders of our Government do, that there is a 
joint responsibility ; there is a responsibility for bringing up the stand- 
ards of the workers of the world while, at the same time, not onl 
thinking of maintaining ourselves but developing ourselves as well. 
And it is one of those questions where it is hard to put your finger on 
it and say there is only one thing that is going to guarantee a success 
or will lead us to failure. It is a continuing problem. It is a great 
responsibility. 

You have noticed the position of the American Federation of Labor 
at their recent conference of the International Confederation of Free 
Trade Unions only 2 weeks ago, which was attended by President 
Meany and a large delegation from the A. F. of L. They have re- 
shaped that entire organization so that it is a more active organizing 
organization throughout the free countries of the world for the one 
purpose, and that is to raise the standards of living of those workers in 
the free countries of the world. 

We recognize this as being a grave problem. We don’t have, as the 
A. F. of L., the immediate answer to it. But we do want to contribute 
our part to the future welfare of our own country while, at the same 
time, as human beings, taking a human interest in the human problems 
of workers wherever they may be. 

Mr. Kearns. That is a very good statement, I am sure, and I hope 
that the situation is dealt with because I have about 4,000 unemployed 
because we cannot meet. competition. 

Mr. Scunrrzuer. I understand. 

Mr. Kearns. And it is pretty hard to explain to those men who 
don’t have jobs or paydays when you go and look in the store windows 
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and find this is “Made in Japan” or this is “Made in Germany” and 
our plants are closed down and nobody is working. 

Iam highly pleased that you are cognizant of it. 

At one place in your statement, under the terminology of learners, 
so that it is not confused, you do not mean this rate would apply to 
someone who is a machinist apprentice ? 

Mr. Scunirzter. No. 

Mr. Kearns. That has a schedule all of its own within that union. 
Is that correct ? 

Mr. Scunirzier. That is right. 

Mr. Kearns. I want to thank you personally for a very fine nresen- 
tation. 

Chairman Barpen. Mr. Holt? 

Mr. Hour. Mr. Schnitzler, I want to also express the fact that I 
think you have made a very good presentation here. 

I have a couple of clarifying questions. 

It is an interesting point of view that you brought wp with my good 
friend from Pennsylvania, and this international consideration that 
you stated on page 3. 

- Do you have any kind of study of whfat the wages are of union and 
nonunion employees in the free countries of the world, since you state 
that doing this would be of assistance to our cause ? 

Mr. Scunitzier. We started to gather some of that information be- 
fore we founded the International Confederation of Free Trade 
Unions. 

The Labor Department has quite a bit of material along that line. 

But in the founding of this world organization we took the position 
that. they should make these studies as the world organization, to 
make it available to all of the affiliated groups from all of the free na- 
tions of the world. And they have started on their work now. They 
do have a little information that is rather spotty. It is not sufficiently 
comes ener’ to give you a full picture of what is going on in the 
world. But we would certainly like to send that to you, as much as 
we have. 

Mr. Hour. What do you mean in your statement that there are 
significant international considerations! I don’t follow that. 
Don’t we pay a lot more for union than nonunion now ? 

Mr. Scunrrazter. Yes, we do. 

Mr. Hour. What do you mean, sir, by our raising the minimum 
wage here will be of great value to us internationally? How do you 
sell it? 

In other words, you go into a certain country and you are thinking 
about Americans selling our minimum wage in a certain country. 
How do we go about selling that? 

Mr. Scunitzier. We don’t talk about selling our minimum wage 
to any other country. We talk about the other wages that we have 
in this country, and the minimum wage finally gets into the discussion. 

Mr. Hour. Isee. Thisstatement really was not related to minimum 
wage, 

Mr. Scrynrrzier. That is right. 

Mr. Horr. On page 5 you make a statement on the industries and 
the proportion of low-paid workers. Is that the same missing chart 
we are looking for that has the list of those industries? 

Mr. Gwyn. Yes. 
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Mr. Scunirzier. Yes. You have got that all in the Department of 
Labor study. 

Mr. Ho tr. I will withdraw that question because I have not too 
thoroughly looked into that. 

I have one other question. 

Do you have an exhaustive study on Puerto Rico, Mr. Schnitzler, 
from your research department ? 

Mr. Scuntrzter. Not as the American Federation of Labor. But 
a number of our international unions have been very active in that 
field. I think they can be of tremendous help to this committee 
in making that report available. 

Mr. Hott. I would appreciate it, and I would like to have it if 
you can get it forme. Iam not familiar with the situation in Puerto 
Rico. 

Mr. Scunirziter. Mr. Hochman, of the International Ladies Gar- 
ment Workers, is to appear before this committee this morning, and 
he has an exhaustive study. 

Mr. Hour. I would appreciate if you would back up with more 
material what your statement was. I have never been to Puerto 
Rico. The only experience I have had with them was an unpleasant 
one. 

Secondly, I don’t want to be picayunish, but on page 12 you state, 
in your conclusions : 

Frankly, we feel that statistics are really not necessary in setting this minimum 
wage. 

I don’t think you mean that literally. 

Mr. Scuntrzirr. Well, I mean it to this extent—— 

Mr. Hott. I find they are very important to me as a new member 
studying this. 

Mr. Raarsesijie. They are very important; there is no question 
about it. But too many times if we start reaching too far back to 
try to find something that will help us in the future we will never 
have a future. And we have got to go into this future with boldness, 
with full observation of the direction in which we are going as a 
nation. 

One of the problems that we find in statistics is this: right while 
we are talking here this morning, or discussing this problem this 
morning, there are any number of unions throughout the country 
that are concluding wage negotiations with their employers that are 
providing for, in many instances, substantial but, surely, most satis- 
factory upward adjustments in wages. 

Tn addition to that we have vacations, we have health and welfare 
plans, we have pension plans, we have paid holidays. 

None of these show in dollars-and-cents statistics. Nevertheless 
they are there. 

It is a great advantage for the worker, and it is a cost to industry. 

When we talk of it in the manner that we do we mean to open up 
our eyes and look into not only what we are living in at the present 
time, but what all of us are looking for ourselves for the future. 

Mr. Hour. But you do feel that any increase this committee should 
look into, how it affects our economy as a Nation is very important. 

Mr. Scunrrzurr. It is very important. 

Mr. Hor. I think you will have to admit, as I have discovered in 
these hearings, that we have difficulty establishing the figures and 
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statistics and economics because the only period we seem to deal with 
is a 6-month period prior to the Korean war. 

I discover every day many, many industries that I did not know 
about in my own district, for instance, that are not covered by this. 

Once again I want to thank you for your testimony, sir. 

Mr. Tuompson. Will you yield, Mr. Holt? 

Mr. Hour. I yield the floor back to Mr. Barden. 

Chairman Barpen. Mr. Fjare? 

Mr. Fsare. No questions. 

Chairman Barven. Mr. Frelinghuysen. 

Mr. Frevincuuysen. Thank you, Mr. Chairman. 

Would you like to ask a question, Mr. Thompson ¢ 

Mr. TxHompson. I wanted to make an observation, Mr. Freling- 
huysen. 

peaking of statistics—and this is not in rebuttal—but much has 
been said from time to time here about the ability of the economy to 
absorb an increase. And it has been pointed out that following the 
1939 legislation and the 1949 legislation we were engaged in wars 
where we had unnaturally high expenditures. 

Now, an interesting statistic, for whatever it is worth, is that in 
1950 we were spending $1814 billion for national defense. And in 
1955 we are going to spend $40.7 billion. So that, as a matter of 
practical fact, the war economy—be it a hot or cold or brush-fire war— 
is still with us. And if it follows that we could absorb an increase 
under previous war economy, certainly, using a syllogism that would 
follow, to my mind, we tent absorb an increase at this time under a 
cold-war economy. 

Mr. Hour. I thank the gentleman for his contribution. 

Chairman Barpen. Would the gentleman yield there? 

Mr. THompson. Yes. 

Chairman Barpen. I greatly fear that logic. I hope it does not 
get out all over the country that the way for us to keep going is to 
keep on a wartime economy. 

Mr. Tuompeson. I did not mean that at all. 

Chairman Barpen. Spending $40 billion preparing for a war and 
maybe $200 billion fighting one. 

Mr. THompson. I did not mean that at all, Mr. Chairman. 

I just point to the statistics. And I qualified myself by saying for 
whatever value they may have. 

Chairman Barpen. If we close the cold war, where would we be? 

Would you mind going one further step? Where would we be if 
we cut the $40 billion off ¢ 

Mr. Tompson. If we listen to the administration and other econo- 
mists, we are assured that if we close the cold war our economy is now 
diversified and healthy enough to go on prosperously as it has been. 

Chairman Barpen. I am glad you said that for my benefit and 
yours. 

Mr. THomprson. Thank you, sir. I am glad you asked me. 

But I merely was pointing to the statistics in reference to the ability 
to absorb on the basis of our expenditures. 

Mr. Frevincuuysen. Mr. Chairman? 

Chairman Barpen. Mr. Frelinghuysen. 
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Mr. Frevincnuysen. I, too, should like to commend Mr. Schnitzler 
for his interesting testimony, and I would like to bring him into the 
<liscussion that perhaps Mr. Thompson started by asking this ques- 
tion: Whether you think the question here is not so much whether 
it is possible for the national economy to absorb the minimum-wage 
rate increase but a question of whether individual low-wage industries 
are able to absorb that increase. 

In other words, the increase of national productivity may be some- 
what relevant, but is not the key question the ability of the low-wage 
industries to absorb an increase of any given size? 

Mr. Scunirzier. That is a very good question. And I can only 
pass on to the committee a lifetime of experience in this field, starting 
in Newark, N. J.—all my life representing a labor union. 

Whenever we negotiated with employers and presented our demands 
the first thing we were told was, “Well, if we have to pay that 
we are going to close up.” 

I remember serving on the Candy and Confectionery Industry com- 
mittee, I think in 1939 or 1940, when that committee recommended 
to the Wage and Hour Administrator the immediate raising of the 
minimum from 30 to 40 cents, and a number of the representatives of 
management in that industry came before the committee and threw up 
their hands and said they just could not pay it. It would be impos- 
sible to pay that. 

We kept a pretty good record of that, and they did pay that 40 
cents, and they all stayed in business. 

Now I do not know of any one single instance during my lifetime 
where any employer ever was forced out of business because of paying 
increased wages. 

I know a whole lot about inefficient management. I know ever so 
much about plants that would go out of business if they paid no wages 
at all. 

I do know this, too, that the death rate in industries, as far as indi- 
vidual plants are concerned, is certainly far less among those that pay 
the highest rates as among those that pay the lower rates. 

Mr. Frevtincuuysen. It is an interesting statement that you make, 
Mr. Schnitzler, but I wonder whether there is not some point where 
anybody would agree that too drastic an increase would create un- 
employment instead of creating the benefits which we all would like 
to see to the low-paid workers. 

You pointed out that the standard which we should use in de- 
termining a rate increase is that there should be a minimum standard 
of living necessary for health, efficiency, and the general well-being 
of the worker. That is the language taken from the Fair Labor 
Standards Act. I wonder if you don’t also agree that we are under an 
obligation to observe the second principle in that same act, and that is 
that in the effort to eliminate substandard working conditions we 
must also do it without substantially curtailing employment or earn- 
ing power. 

Is there not a point where such a result would happen or occur? 

Mr. Scunirzier. Yes. And that is the area that brings us into 
these discussions. 

We can only look back at the experience under this act. We had the 
same question when the act was first passed. We had the same question 
when the 75-cent minimum was put into effect. We have got the 
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sae question now. And nowhere in any of the studies is there any- 
thing to indicate that the adjustments that were made by Congress 
created any serious curtailment of employment or the elimination of 
individual plants. 

Mr. Frevincuuysen. Is that not because the increase was, in fact, 
moderate enough to be able to be absorbed by the industries affected ? 
And would it not have to, even now, be sufficiently moderate to be able 
to be absorbed by the industries affected ? 

Mr. ScunirziEr. That is where you and I will disagree, on what is 
moderate. 

Mr. Frevincuuysen. I have not given you any figure. You do not 
know what my views are except for the fact that I have introduced 
a bill to increase it 15 cents. But that does not mean that you and I 
might not agree on the reasonableness of what this committee may 
report out. 

Mr. Seuniraier. I cannot, for the life of me, ever find disagree- 
ment with the ingenuity of industry in this country. And where we 
have established minimums that have created no problems for industry 
to reach it does not necessarily mean that that is all industry could 
have done, 

I will not agree that the 75-cent minimum in 1949 made it possible 
for a number of establishments to stay in business. I thought they 
could go substantially further. 

I am firmly convinced that the $1.25 minimum now will create no 
hardship other than a little more thinking, a little more work, better 
production, through more efficient, healthy, and happy workers. 

Mr. Fre,incHuysen. You are not disagreeing with the basic statis- 
tics supplied by the Labor Department that the impact on the wage bill 
of employers will be roughly 10 times as great, $2,300 million at $1.25, 
than it would be at a 90-cent rate? You have a $220 million increase 
at the 90-cent rate, and $2,300 million at the $1.25 rate. 

Mr. Scunirziter. I am not disagreeing with that fact. 

Mr. FretincuuysEN. The impact would be tremendously greater 
on those employers that have to foot the bill. 

I am not arguing with you at this point whether the $1.25 is ex- 
cessive. But you are not disagreeing that the impact would be a lot 
heavier, and you would have to have a lot more ingenuity on the part 
of the employers, as you put it, to absorb that increased wage. 

Mr. Scunrrater. That is right. 

Mr. Fretineuvuysen. In view of the action by the Senate yesterday 
I wonder if you could give us any idea as to the position of the A. F. 
of L. if an increase to g were enacted ? 

Mr. Scunrrzuer. I think that it is substantial progress in the right 
direction. We highly commend the Senate for what it has done. 
But we feel, nevertheless, that it is not quite sufficient to meet the 
needs of the workers in the low-paid industries. 

Mr. Frevincuuysen. But it would not be an unreasonable way of 
attacking this problem, 

Senator Douglas, in the Joint Economic Report, suggested that per- 
haps fairly frequent moderate increases would be more advisable than 
any big jump at one time. 

Is that a position with which you would agree? 

Mr. Scunrrzier. Well, we could agree to it providing we had a 
definite period in which we would review these wages. 
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But the history of the act does not prove that out. 

An adjustment is made by Congress, and then it takes a substan- 
tial period, and these workers are severely injured before they are 
again considered through the raising of the minimums. 

Mr. FrReLincHuyseN. We might consider an annual reconsidera- 
tion of the minimum wage rates. There is nothing to prevent us. 

Mr. Scunrrziter. One thing I said in my statement this morning 
was that the $1.25 minimum did not come out of the 1954 convention 
of the American Federation of Labor. It came out of the 1952 con- 
vention. And the 1954 convention examined that quite thoroughly, 
and there was some thinking that possibly it should be somewhat more 
than that, but, realizing that we do have to make this step, that it 
would possibly be the sound position at this time to use our influence 
wherever possible to bring it to the $1.25 minimum, but once we got to 
the $1.25 minimum we will examine the condition of these workers 
that have to live under this minimum wage, and then whatever we 
find would dictate ou position in the future. 

Mr. FreELINGHUYSEN. But you would not be necessarily averse to 
doing it in more than one step? 

Mr. Scunirzuer. Not. necessarily, if we had a definite program to 
follow. 

Now nowhere in here do we propose that there be an annual review 
or semiannual review, or, as you find in so many labor contracts today, 
if the cost of living goes up it immediately opens up the contract for 
further discussions. Some provide automatic increases. 

This has not been part of the history of this legislation. 

Mr. Frevincuvuysen. What would you think of such an idea? 
Again, you mentioned the cost of living. How about hooking the 
minimum wage to the cost of living so it might go down if conditions 
should seem to warrant it? 

Mr. Scunirzter. No. The cost of living is only one element in this 
entire discussion. 

Mr. Fretincuuysen. Under no conditions should we consider re- 
ducing the minimum if the economic condition of the country 
indicates it? 

Mr. Scunrrzirr. If you get the minimum high enough so that 
would be possible without injury to the workers affected, it is some- 
thing that we could consider at that time. We could not discuss it 
when you are talking about a minimum as low as the present minimum. 

Mr. Roosrvett. Would the gentleman yield ? 

Mr. Frevincuvysen. Yes, I would be glad to. 

Mr. Roosrvetr. Would there be any objection to possibly reversing 
the formula which was tried by Senator Smith on the Senate side, 
and—in view of the fact that Senator Douglas and others felt that 
the immediate impact, by going to $1.25, might have some injurious 
effect—to write into the legislation a step-up to $1.25 over a reasonable 
period of time so that it again could be reviewed? But, in. other 
words, getting to the $1.25 within, let’s say, 2 years or some period of 
that kind? 

Mr. FreLINGHUYSEN. Would such a provision have a stepdown as 
well as a step-up ? 

Mr. Roosevetr. I agree with the testimony of the witness that the 
stepdown is not to be considered until we have reached an adequate 
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minimum wage, which would really be a minimum wage, an adequate 
one. And we are a long way away from that. 

Mr. FRELINGHUYSEN. But if economic conditions should become 
adverse, it might be impossible to have an increase in the minimum 
wage or even maintenance of a high minimum wage without sub- 
stantially curtailing employment or earning power. 

Mr. Roosrvert. Lf that happens it would always be in the power 
of the Congress to reconsider the situation and pass an amendment 
to it. 

Mr. Frevincuvysen. I would like to get back, if I may, to question- 
ing Mr. Schnitzler. 

r. Roosrvetr. My question was not answered. Could I ask that 
it be answered ? 

Mr. Scunirzter. On that we have to depend, to a great extent, on 
the testimony that is submitted to the committee, the judgment you 
place upon that which is submitted here. 

We can see the value of a step-up. We don’t think that there is a 
period now for a step-up because the minimum is far too low to con- 
sider any kind of a step-up. 

I think for future considerations that, if it would be provided in 
the act that there be a yearly review of that which we have done so 
that we don’t go over these great, long periods without making adjust- 
ments that seemingly were necessary, adjustments that now everybody 
that I have met seems to feel should have been made—and we are 
working on that now—for future consideration, I would say we ought 
to take that into consideration. And we would like to discuss that 
further with the committee. 

Mr. Roosevert. Thank ‘you. 

Mr. Frevtinecuvysen. I should like to ask you about this question 
of the maintenance of the wage differential if we should have a sub- 
stantial increase in the minimum wage. 

You point out that in low-wage industries, on page 6, the simple 
fact is that companies in low-wage industries do not follow the prac- 
tice of maintaining specific differentials between different levels of 
kill, and that, as'‘a matter of fact, all they do is to increase their budget 
in order to take care of fhe minimum amount of increase necessary as 
a result of the increase in the minimum. 

Do you consider thata desirable thing to do, to eliminate the wage 
differentials which do exist presently at different levels of skill ? 

Mr. Scunrrzter. No. 

Mr. FrevincHuysen. But you are saying, as a practical matter, the 
impact on the employer is so great that all they ao is to meet the re- 
quirements under the law and eliminate the wage differentials which 
previously did exist. 

Mr. Scuntrzier. I do not say the impact on the employer. I say he 
doesn’t want to pay any more than he has to pay. 

Mr. Frevinenvysen. And the only place he can take it out is out of 
what were formerly the higher paid workers. Is that not so? 

Mr. Scunirzuer. No. 

Mr. Fre_incuvuysen. If he does not increase the higher paid workers 
and he does increase the lower paid and thereby eliminates the wage 
«ifferential he is certainly taking it out of the higher paid workers. 
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Mr. Scunirzier. Based on our experience, there is not going to be 
any more paid than has to be paid either through Federal legislation or 
State legislation or union contract. 

Mr. Fre~rncuuysen. I am saying is that desirable ? 

Mr. Scunirzter. This is an observation of our experience in this 
field. 

Mr. Fre.incHuyseNn. But is that desirable, to eliminate the wage 
differentials ? 

Mr. Scunrirzier. No; it is not desirable to eliminate the wage dif- 
ferentials. 

Mr. Frevincuuysen. Is not the answer not to increase the minimum 
wage too drastically? There is no alternative. 

Mr. Scunirzier. No; we don’t want to use the minimum wage for 
the elimination of any wage differential. You can’t make the mini- 
mum the maximum. 

Mr. Frevineuvuysen. I hope not. 

Mr. Scunirzier. There is quite a difference between the maximum 
and the minimum. And our experience has shown that where there 
has been a minimum wage established that industry has come up only 
to the minimum, and where there were differentials in other categories 
of work they did not touch that other category at all. 

Where we have gone into unorganized localities we have found that 
wage schedules in an establishment were all the same, at the absolute 
minimum. 

Mr. Frevincuuysen. But I am wondering whether you are approv- 
ing of the idea that there should not be a maintenance of wage differ- 
entials, that all the employer should do is increase the lowest paid and 
not the higher paid, which is what you seem to be saying. 

Mr. ScunirziEr. No; I have not been saying that. 

Mr. Fretincuuysen. You said in practice that is the result. 

Mr. Scunrrzier. That is what we find. 

Mr. Frecincuuysen. But is that a desirable tendency? Is not the 
maintenance of a wage differential something to strive for ? 

Mr. Scunirzier. It has been our position over all of the years. 

Mr. Frevincuuysen. The one way to get it is not to have too drastic 
an increase in the minimum, is it not? : 

Mr. Scunirzier. No; that is where we disagree on what. we call 
drastic because we are talking about such—— 

Mr. FrevincHuyseNn. I am not specifying any figure. 

Mr. Scunirzier. You have to look at the figure because you cannot 
look at this theoretically and say, as a theory, that we find this. We 
have to find the practical approach. 

Mr. Frevineuuysen. I will be willing to accept that 50 cents would 
be too drastic an increase and would result in an elimination or a 
flattening out of wage differentials which presently exist in wages. 

My question is whether you think that is a desirable tendency. 
Mr. Ressumucin It is not a desirable tendency the way you phrase 
that question. 

The raising of the minimum is just the minimum, And we are for 
the increasing of the earnings of all workers. And where there have 
been wage differentials above those minimums that have been in exist- 
ence we would like to see them continue even though the minimums 
are raised. But we know that it won’t be done other than through 
unionization of the establishment. 
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Mr. FRetIncHuyseN. It is one of the unfortunate but inevitable 
results of a big increase in the minimum wage. 

Mr. Scunirzier. I cannot see it that way. 

Mr. Freti1ncHuyseEN. But you are the one who is telling me that is 
the result. 

Mr. Scunirzier. That is right. 

Mr. Roosrveur. Would the gentleman yield ? 

Did not the Secretary of Labor testify that, while it is true that it 
happens that way in the initial instance, that over a period of time 
the wage differential was restored and, therefore, it was not a per- 
manent thing that resulted from it? 

Mr. Fre,incuuysen. Mr. Schnitzler’s testimony does not say that. 
I am hoping that we can maintain the wage differential. Mr. Schnitz- 
ler is saying that the increase in the minimum wage tends to elim- 
inate it, or certainly to reduce it because the employer pays no more 
than he has to. 

Mr. Roosrvetr. Initially that is correct. I don’t think he said that 
it lasted or stayed that way. 

Mr. Fretincuuysen. He has not said it does not stay that way. 
I would certainly like to see it go back to the previously established 
ratio. 

Mr. Scuntrzter. Let us look at this one thing. That is a part 
of the statement. On the wage move-up since 1950 in manufacturing 
it has been 45 cents—and the minimum stood still; construction, 62 
cents; telephone, 43 cents; utilities, 49 cents; and wholesale trade, 44 
cents. 

Mr. Fre.tinecnuysen. Does that have some relevancy to the ques- 
tion I have just been asking you? 

Mr. Scunirzier. Sure. It has widened the differentials that ex- 
isted, and this reflects, no doubt, the work of the unions during that 
oe It has been the organized worker that has been the bene- 

ciary of that, and, in some instances, the unorganized worker as 
well, where in the industry in which he is employed we find manage- 
ment considerate of the problem of the worker. 

But in the low-wage industries—and you do have those—the mini- 
mum gets to be the maximum. And when they talk about the total 
cost and the impact of raising the minimum, that it would also entail 
an increase for other workers that would not be covered by the mini- 
mum, that is not so. Our experience finds it to be just the opposite, 
that there will not be any increase other than those needed to come 
up to the actual minimum. 

Mr. Fre.incuuysen. Mr. Schnitzler, I do not want to prolong the 
discussion too much. I would like to ask you about the four addi- 
tional points which President Meany made to the Senate commit- 
tee—the extension of coverage, repeal of specific exemptions, reduc- 
tion in the workweek from 40 to 35 hours, and an increase in the stat- 
ute of limitations from 2 to 4 years. 

Is it your feeling that the problem that we are presently consid- 
ering here should include a discussion of increased coverage as well 
as increase in the rate, if we are to explore the subject thoroughly? 

Mr. Scunitzier. Yes; that was the position of the convention of the 
American Federation of Labor. However, this committee, in its 
wisdom, has decided to separate the wage minimum from the cov- 
erage, and we are here now to present our views on the wage minimum. 
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And when you are ready to consider the coverage we again hope to 
have the opportunity to be here with you and give you the benefit of 
our views on the extended coverage. 

Mr. FRELINGHUYSEN. You say that the Federal legislation in this 
field—and this is in the initial part of your statement—was enacted 
in order to establish uniform standards and because of the difficulty 
of establishing adequate standards in 48 different States. 

How adequate and how important do you think the role of the States 
in this field is? To what extend is the Federal Government going to 
ciheny the answer for more adequate living standards of our workers 
today? 

Mr. Scuntrzier. We do not see where this question could ever be 
sent back to the States for the States to resolve. 

Mr. FRELINGHUYSEN. To some extent they must have a role to 
play, surely, in this overall problem. 

Is not part of the responsibility inevitably on the States because 
of the fact that, in many cases, Federal legislation could not touch 
intrastate employees? 

Mr. Scunirzier. That is true. 

As far as the Federal Government is concerned in the wage and 
hour field, we have, from past experience prior to the passage of the 
initial act, lived with the attempts of the States to try to set up some 
semblance of legislation, and find that you have 48 varying degrees 
as far as the States were concerned. 

Now, of course, the coverage under the act is limited to interstate 
commerce. What you have done through the Federal act is more or 
less set minimum requirements that many of the States have followed. 

When the States talk about State legislation now they always look 
to the Federal act somewhat for guidance. 

Nowhere could we ever introduce a system where the lowest State 
or the State desiring of its own initiative the lowest possible minimum 
would be used as a criterion for the rest of the 47 States. 

Mr. FRELINGHUYSEN. But there is an inevitable responsibility on 
the part of each State to participate in the solution of this problem. 

Along with union activities and legislation at the Federal level 
there must be some role which the States will have to play with 10 
million or more workers if we are to contribute to those better living 
standards that we all want to see. 

Mr. Scunirzier. At the intrastate level. 

Mr. FRELINGHUYSEN. But that applies to tens of millions, 

Mr. Tompson. Will the gentleman yield? 

Mr. FRELINGHUYSEN. Yes. 

Mr. THompson. In New Jersey, for instance, we have had expe- 
rience in recent years where the legislature has been attempting to 
raise the State minimum wage to the Federal level, using the Federal 
level as acriterion. And also our unemployment compensation, work- 
men’s compensation, and temporary disability benefit acts are things 
which go to this whole picture of labor-welfare legislation. 

I think the States have been doing that job. 

Mr. FretiIncHuysEN. In the case of our own State of New Jersey 
a considerable amount has been done. But to some extent perhaps 
some of the States have not been as anxious to go along with a pro- 
gressive program such as ours. 
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Mr. THompson. That is so. But, unfortunately, we cannot nor 
should we try to interfere with their own activities. 

Mr. FRELINGHUYSEN. My position is that Washington is not going 
to provide answers to all the questions. 

r. THompson. If the gentleman will yield further, I would like, 
on the question of coverage, to ask Mr. Schnitzler, Do you agree 
that if the minimum wage is considered by this committee in aceord- 
ance with the resolution which the committee adopted restricting it 
to that one section, that subsequently a consideration of the coverage 
by the committee will arrive at a satisfactory solution to your desires? 
In other words, do you feel that the coverage and the minimum wage 
must be considered at one and the same time? 

Mr. Scunirzter. We would like to have had it that way. But 
we won’t quarrel on that point. The committee has decided to pro- 
ceed with this wage question, and we are now discussing that with you. 

Our original viewpoint was that this should be considered as 1 
problem, 1 package, and that we ought to take it all at the same time 
to get a good look at it. I think we could save each other a whole 
lot of time if it was done that way. That is our opinion. Your 
opinion has been to separate it, and we cannot find that we can quarrel 
with the committee on that. 

Mr. Frevincuvuysen. I might add that was President Eisenhower’s 
opinion, too. 

Mr. Scunrrzuer. Fine. I am glad I am in agreement with him. 

Chairman Barpen. Is that all? 

Mr. Fretineuuysen. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Schnitzler, I understand you are a very 
fine fellow. 

Mr. Scunirzirr. Thank you, sir. 

Chairman Barpen. I have found that you are a very intelligent 
fellow by listening to you. I am sure you realize not only the objec- 
tive but the responsibility of this committee, and that is to try to 
arrive at a fair minimum wage that will do the most good to the 
most people and injure the fewest people, and do the least damage 
to our economy, and that is no small job. 

Mr. Scunirzier. That is right. 

Chairman Barpen. Now I have been consistently asking the ques- 
tion how you arrive at $1.25, and I usually add to that: Why didn’t 
you make it $1.50? 

As I understand your statement, you do not have any set figures 
or criteria by which you arrive at $1.25 other than to state your belief 
that it will improve the economy and will improve the living condi- 
tions of those who now are receiving below $1.25. Is that a correct 
statement ? 

Mr. Scunrrzter. Well, if you will go along with that $1.50 you may 
convince me to go along, too. 

Chairman Barpen. I do not think I would have a bit of trouble 
convincing you. 

Mr. Scunirzier. Thank you. 

Chairman Barpen. Because your job here is to ask us for as much 
as you think you can get by with, and if we haven’t any better sense 
than to give it to you that is our responsibility. 

Mr. Scunirzter. Thank you, Mr. Chairman. 
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We fully appreciate the tremendous responsibility that falls upon 
this committee. And in developing the $1.25 as the minimum wage 
that is proposed by the American Federation of Labor we have to 
take into consideration factors that you cannot find in statistics as 
such. 

No. 1, you look at the increased cost of living. 

Well, it is our opinion that we cannot freeze these low-wage workers 
to that one position they have had in life, and say “Forever after 
you are never going to get any improvement of any kind. The only 
thing you are going to get is an adjustment based on the cost of living 
so that you can meet that increased cost.” 

Then we look to other factors. What is happening in America? We 
have to look at what other workers are doing, workers other than 
those that are in industries that are covered by this minimum-wage 
legislation. 

Chairman BArpen. Now we are beginning to approach the point. 

Mr. Scunrirzier. Now we say what have they been doing. And 
we look at their record over the past 6 years, and then we look at 
the national economy as a whole. Where is the national economy 
going? Which direction are we headed? What does increased pro- 
ductivity mean? What does automation—the new word that nobody 
seems to know much about—mean? And what is it going to mean 
as far as productivity is concerned ? 

By putting these several elements together we feel we have built a 
case for the raising of the minimum wage to $1.25 at this time. 

We do know this, that even though we are speaking of this at this 
moment, that with the enactment of the $1.25 minimum, before it can 
be put into effect we will again have some more of these factors that 
I have just mentioned to examine, and we will find that what we are 
acting upon today will not apply several months from now based upon 
the rapid improvement of our general, overall economy. 

There is something else that does not show. It seems as though we 
haven’t found a method of getting together. Based on our observa- 
tion, workers that are forced to work at minimum-wage levels get 
only the minimum wage. When you look at their holiday schedules, 
they have none. They have holidays without pay. That is not the 


general rule throughout the country. 
When we look at vacation schedules we find that they do not have 
vacations with pay. And if they do take vacations they are not — 


And we look at health and welfare plans; we look at pension plans, 
and all these things that mean so much to a worker and his family. 
They are not being considered as a part of an actual minimum. 

We are restricted, of course, to talk about a minimum wage, not 
minimum working conditions. If we had before us the examination 
of what we consider to be a minimum working condition, all of these 
other elements would be brought into our examination and it would 
show a far greater difference than we are able to find in the figures 
that are available for us to look at based on our past operations. 

And then you know in the A. F. of L. we sort of feel that when we are 
looking forward to tomorrow we don’t want to go too far back to 
yesterday. Let’s get into that tomorrow and go in with all of our 
hopes and aspirations. 

Chairman Barven. I want to take you back to yesterday just a 
little, if you will just go along with me. 
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Mr. Scunirzuer. Yes, sir. 

Chairman Barpen. How many do you say are in organized labor, 
members of organized labor? 

Mr. Scunirzter. Members presently in the American Federation 
of Labor, slightly in excess of 10,300,000. 

Chairman Barpen. What about the CIO? 

Mr. Scunirzier. I understand somewhere in excess of 514 million. 

Chairman Barpen, That is 15 million. 

How many in the others? 

Mr. Scunrrzier. The figure is kicked around on that. It is some- 
where in the neighborhood of 2 million. 

Chairman Barpen. Would you say roughly 20 million in organized 
labor ¢ 

Mr. Scunirzier. Don’t get so high. We do not get dues from that 
many. 

It is between 17 and 18 million. 

Chairman Barpen. In organized labor? 

Mr. Scunirzter. Between 17 and 18 million. 

Chairman Barpen. Do you realize you have been discussing statis- 
tics here, 26 pages of them, for considerably over an hour’s testimony, 
and you have never mentioned or shed a tear or said a word of conso- 
lation or hope for over 25 million agricultural people in America? 

Mr. Scunirzier. I am ready to talk about it if you are ready to 
talk about extended coverage. 

Chairman Barpen. I am ready to talk about it a little while right 
now if you will go along with me. 

I will say this: I do not think it would be any more possible to 
separate you from organized labor than it would me from agriculture. 

So we will start off recognizing, one, that you know more about 
organized labor than I do, and I know more about agriculture than 
you do, 

But you are more inclined to say what is good for the whole Nation 
and never say a word about what is good for agriculture. 

I want to see a minimum wage that conforms to the principles of 
fairness that I mentioned in the beginning; that I think we both 
subscribe to. 

North Carolina, the State that I happen to come from, probably 
receives more brickbats and abuse from organized labor than any 
State in the Union, and I think probably I will have to take part of 
the blame for that because I happen to be from North Carolina, and 
while they have closed seasons on rabbits and squirrels and skunks, and 
so forth, there is no closed season on me. They shoot at me, both in 
sight and out of sight—in season and out of season. 

Mr. Scunirzier. That is an admission of consistency. 

Chairman Barpen. I think that is consistency. 

Now, in North Carolina, there are 1,500,000 on the farms. That 
is the largest farm population of any State in the United States, 
including Texas, and that is the only thing I know of where Texas 
will have to admit that any other State in the Union has larger than 
theirs, 

There are 1,500,000 people in that State. They are human beings; 
they live, move, and have their being like you and I; they have fami- 
lies; and they are interested in a little bit of improvement in living 
conditions. 
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I have looked through these 26 pages of statistics here and I find 
everything has gone up—everybody’s income has gone up—inidustry 
by industry and industry by industry pom agriculture. 

Now the average-sized farm family in the United States is four 
persons. In North Carolina it is a httle bit more than four, in our 
State statistics. The average income from all sources is $918. And 
you tell me that you are so intensely interested in all of the people, 
and you leave out a bloc of people more than 5 million in excess of 
the number in organized labor. a 

Since 1950 farm income has dropped from $970 to $918, a $52 drop. 

You take in the canners, you take in everything, but you don’t dare 
do anything behind that farmer’s gate. You let him wallow in his 
misery and in his poverty. 

When you look at the price of the vegetables that you and I eat, 
what happens? The amount that it cost to handle those vegetables 
absorbs the preponderance of the price, and the amount the farmer 
gets for growing them—a very minor amount. 

Now, Mr. Schnitzler, I am not blaming you for this. But you are 
a very important man in America, There can be no doubt about that. 
And with your personality and intelligence you bid to be a more 
important man in America. 

I am not pleading just, as you say, for the low-wage man; I am 
pleading for the forgotten man, 25 million of them, completely for- 
gotten in these statistics. 

You, in your recommendations for improvement, said for the highly 
mechanized and industrial farms. Can it be any wonder that men 
in the situation I am in do not forget those people? 

I don’t think so. 

Take farm machinery. Farm machinery, according to these fig- 
ures, has gone up in the range of one-half in the last few years. The 
clothes they buy, the baskets they put the vegetables in, everything 
has gone up in that proportion. 

Now do we have any help for those people ? 

Has your organization given any serious study to this commensu- 
rate with the tremendous power and prestige that your organization 
now enjoys ? 

Do you have any department that gives any study to it ? 

Mr. Scuntrzuer. Is that the question now ? 

Chairman Barpen. Yes, sir. 

Mr. Scunrrzier. Well, I wish I had you on the organizing staff 
of the American Federation of Labor to organize the agricultural 
workers that we are talking about. 

Chairman Barpen. Let me say this: if we ever get to the point 
where my farmer draws as much per hour for growing the vegetables 
as the man draws for making the tractor he plows with and the clothes 
he wears you will not be buying cucumbers by the pound; you will be 
buying them by the inch. 

Mr. Scuntrzter. That is all right. We are for that, Mr. Chairman. 

Last year we submitted quite a statement to Secretary Benson on 
the declining income of the farmer and the agricultural worker. 

I feel sort of embarrassed with what you have said here this 
morning. 


Chairman Baxrpen. I hasten to say I did not intend to embarrass 
you. 
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Mr. Scunirzter. Because we confined the statement that we had to 
make to this committee to what I believed to be the only thing we 
could discuss, and that was the minimum-wage structure. The ex- 
tension of coverage, I was told, is not part of the discussion here this 
morning. 

When President Meany or myself again come before the committee 
when we are talking about extension of coverage you will then find out 
our position:as far as the agricultural worker is concerned. 

We are very much concerned as the American Federation of Labor. 
We have done, up to this moment at least, just about everything that 
we knew to extend organization to the agricultural worker so that he 
could receive some of the benefits that the workers in the other indus- 
tries that you have mentioned are now enjoying because of organiza- 
tion. 

We do not believe that there is a chance for advancement of the agri- 
cultural worker under the present nonunion system, and that his only 
opportunity and his entire future is based on the interest he takes in 
getting himself organized and becoming a part of the organized 
workers of this country. 

Chairman Barvren. Mr. Schnitzler, from the Ku Klux Klan up I 
do not think that would help the trend and the situation right now 
where it comes to sawing things off at the gate. 

Let me call your attention .to this: You take a blast at the sawmills. 
Did it ever occur to you the value of those little country sawmills to 
the farmer who needs some clothes or who needs some cash? He may 
need something in the summertime, and his borrowing capacity is not 
there. He can go out and cut two or three thousand feet of timber and 
take it toa little nearby sawmill and get his money. 

Now that is something that is almost indispensable. That little saw- 
mill does not have the high-priced machinery. It does not have 
$20,000 lifts. It does not have the automatic carrying conveyors. 
Nine times out of ten it is owned by some farmer who carries on that 
operation adjacent to or as a part of his farm. 

What is going to happen to that now? Is it going to make that little 
farmer’s lumber higher priced when he is not even able to pay for it 
now? Are you going to put him out to the point where you will have 2 
or 3 big mechanized mills that have all these gadgets ? 

The biggest sawmill man in North Carojina that I know anything 
about is the only sawmill man who has called me and said, “Put it up.” 

Why? 

I know why he wants it put up. So he can sit behind his desk and 
only take the prime logs where he can cut 150- to 175-dollar lumber 
and tell them to throw the rest of the logs away. He can get the choice. 
And choice timber now is scarce. 

The thing that disturbs me, Mr. Schnitzler, is when we throw this 
thing out of balance. I want those sawmill men to get just as much 
as you do. I wish they could make $2 or $5 an hour. But what is 
going to happen to them if we put it out of their reach? Will we help 
them or kill them with kindness? 

Mr. Scunrrzier. Well, there are two things that you said that are 
disturbing. 

I hope there wasn’t anything I said to the committee this morning 
that could be interpreted as a blast against the sawmill industry. That 
I did not have in mind. 
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We did select a few industries, and related the experiences that we 
had in those industries. 

The second thought is that the American Federation of Labor has 
had a policy since it was founded, that it has never stood in the way 
of progress, technological progress. 

do not quite understand you, as to whether it is your opinion that 
we have got to write into our future that we have got to maintain a 
= of outmoded applications and processes that are presently in 
effect. 

Chairman Barpen. No. 

Mr. Scuntrzter. We are for progress, whatever progress stands for, 
including technological advances and including automation so every- 
one can benefit from that. 

We can go far back. I think you and I are the same age when we 
can talk about a great number of industries in this country that were 
at one time little, small, individualistic companies that never made 
much progress. We are way beyond that today. 

Chairman Barpen. They never made much money. 

Mr. Scunirzzer. I don’t know whether you are going to be success- 
ful in holding back the sawmill industry where it has to stay in the 
same primitive state that it is in, or whether it is going to find itself 
enjoying the same growth that you find in all of the other industries 
that have made America what it is today. 

Now, when we talk about the farmer 

Chairman Barpen. Let me correct that. 

Mr. Scunirzter. There is nobody that feels more keenly about the 
farmer. I cannot agree with you, however, Mr. Chairman, that 
unionization will not help. You talk about selling cucumbers by the 
inch. What is going to happen with all that money between selling 
it by the wagonload and selling it by the inch? Who is going to get 
that? The ones that are going to share in the additional price or the 
additional money that comes in for the growing of the cucumbers are 
going to be those that are directly responsible for tilling the soil. That 
is the worker and the owner of the farm as well. 

Chairman Barpen. Let me say this: We had the head school officer 
from the State of North Carolina here, and I believe it was my friend 
on my left who asked the question “Where will we profit any by 
going down there and collecting taxes, rolling it around, and spending 
about 30 percent of it for handling, and then sending you back some 
of it?” 

His answer has stuck in my head since, and I think it has in the 
head of the gentleman who asked the question. His answer was 
“Either leave more of it down there or divide with us.” 

My folks have trouble understanding, and I have discussed it with 
your friend on your right there. You know it does not leave a very 
good taste in some of their mouths when they and their families and 
children work for a week and get everything ready and then load 
up a truckload of stuff to take to market, and when they get up there 
somewhere have somebody turn it upside down. Of course, that is 
possibly a job that I think is partly the responsibility of the local 
police department and partly the oy eesinneg of the organization 
to which they belong, whichever one it happens to be. 

Now you mentioned New Orleans, and they have been using Atlanta, 
to prove that around $4,000 was as little as anybody could get along on. 
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I take a little bit of issue with you folks because you very reluc- 
tantly get out of the city limits, and preferably you say in the big 
cities to.gather your figures and your statistics. Then, with a great 
wave of the arms, you say that that is the average in the United 
States and that is what it is going to be. 

Is that not oversimplifying it? 

Mr. Gwinn. I hate to interrupt, but I have to go to the Senate. 

Chairman Barpen. I will yield to the gentleman. 

Mr. Gwinn. I do not want to interrupt you because I am very much 
interested, as another farmer, in your questions. 

But I interrupted myself in my examination of our distinguished 
witness this morning, and I want very much to get back to the figures. 
I hope we are meeting this afternoon. 

Chairman Barpen. No; I did not announce to the membership that 
has gone. I did not announce to the membership that we would meet. 
We will meet in the morning, and I am sure, if you desire it, Mr. 
Schnitaler could be back in the morning. 

Mr. Scunirzier. I could if that meets with the approval of the com- 
mittee; yes. 

Mr. Gwinn. I hate to ask the witness to come back for my questions. 

Mr. Scrnirzuer. I want to be as much help as possible. 

Mr. Gwinn. Are you located here in Washington ? 

Mr. ScHNITZLER. Ves, sir. 


Mr. Gwinn. Then, if that is agreeable, Mr. Chairman, I would 
appreciate it. 

Chairman Barpven. All right. I only want to ask a few more ques- 
tions, and he will be available to you in the morning. 


Mr. Gwinn. Thank you, Mr. Chairman. 

Chairman Barpen. Mr. Schnitzler, you mentioned the fertilizer 
a I doubt if you have ever spread a ton of 8-3-3 or 7-5-5. 

Mr. Sounirzter. Yes, I have.done that. 

Chairman Barpen. I have, too, and I left the farm, like you. 

Mr. Scunirzier. That is what I did, too. 

Chairman Barpen. Labor offered a better future, didn’t it? 

Mr. Scunirzuer. Yes, sir. 

Chairman Barpen. I was hoping Congress would, too. 

But, anyway, that is a cost that loads right into the crop that the 
man plants and produces. And, of course, it is a direct charge, and the 
farmer knows it the minute he puts his hands on it. That commodity 
has gone up some 40 percent. 

Mr. Scunirzter. Yes. But if you give him the fertilizer for 
nothing would he be satisfied to live on the figure that you mentioned 
here a while ago, about $900, was it, as income for the year? 

Chairman Baspen. Certainly he is not satisfied. 

Mr. Scunirzier. It would not improve his living to where he is 
living as an American. 

Chairman Barpen. Certainly he is not satisfied. 

But I will tell you what you will find among that group. Though 
their lot is hard and though they live on a meager income, you will 
never find a finer, more loyal group of Americans on earth. And you 
will not find 1 Communist out of 5 million of them. Isn’t that 
interesting ? 

Mr. Scunirzier. Yes, sir. 
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Chairman Barpen. Why, I believe if a Communist showed up in 
my district every fox hound in that district would take out after him 
if he knew it. And that I know. 

If there is any fighting to be done for these United States of 
America they know how to do that, too. And they do it. 

So it is not always how soft a fellow has it in getting along that 
determines the degree of patriotism he has; it is the kind of fellow 
you have to start with in the beginning. 

Now on this income, it is low. 

Mr. Scunirzier. It is too low. 

Chairman Barpen. And it is a sad thing to see a man buy some $50 
fertilizer and plant a crop, as I have seen happen many times, and 
then 30 minutes of hail and he. hasn’t a thing in the world, not a 
thing but a fertilizer bill against him. 

Now we just simply cannot ignore 25 million people. We cannot 
snatch them up by their necks. There is a way I think we can help 
if we could just once stabilize.or have a tendency to stabilize and give 
them a little chance to catch up. They are the last on earth to get the 
benefit of a raise, and the first to get hit by a depression. And they 
cet hit. 
~ You mentioned Puerto Rico. Are you familiar with Puerto Rico? 

Mr. Scunrrzier. To some extent, yes. 

Chairman Barpen. Have you ever been down there? 

Mr. Scunrirzizr. No, sir. 

Chairman Barpen. They have a bad situation that we cannot. be 
proud of in this country. 

Did you know that your organization—your friend to your right 
knows x oppo and had a good bit to do with keeping them from 
processing their own sugar in Puerto Rico? 

Mr. Mason. No, we did not. 

Chairman Barpen. That is what you told me out there at, the corner 
of the room one day, and you said that now you thought. it would be 
changed, that you had changed your minds about it. 

Mr. Mason. No. Some of our local unions have opposed it, yes; 
but not the American Federation of Labor. 

Chairman Barpen. Well, who.is the American Federation of Labor 
if it is not your local unions? 

Mr, Scunirzter. You have got to understand the structure of the 
American Federation of Labor. 

Chairman Barpen. I won’t belabor that point. 

Mr. Scunirzier. You should because it leaves you with a false 
impression. 

‘hairman Barpen. I do not have a false impression. If I have it he 
gave it to me because I did not know any more about it than what he 
told me. 

But, anyway, here is the situation. I have been around every foot 
of that island. They have more people per square mile on that island 
than you can imagine. It looks almost an impossibility to have 
enough jobs for the workers.. I went around that island, and I saw 
man after man on the shoulder of the highway with a machete knife 
cutting grass. 

T came back and I said to the Governor, who, in my book is doing 
a grand job in Puerto Rico with a tough situation, a very tough situa- 
tion, and I said, “Governor, I went all around the island and I saw a 
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lot.of fellows.chopping ground with a knife, but I did not see a single 
mowing machine. One mowing machine would do more work than 
500 of them with those knives.” 

He looked me right straight in the eye and he said, “If I bought a 
mowing machine, what would I put them to doing?” 

And that is where I stopped. 

No, we can’t blame the Puerto Rican people. We can’t blame the 
leadership in Puerto Rico, We can’t blame the Governor or the eco- 
nomic system. We can blame ourselves. 

The reason I take the time for that, is this: In all fairness to those 
unfortunate people, hundreds of thousands of them, both the little- 
business men down there and some of the big business, they are not to 
blame. Weare rendering a disservice to the United States of America 
when we create or permit to continue and exist the conditions in Puerto 
Rico that virtually force those people to pour into New York City. 
Some folks say there is some bad environment there, and some say it is 
wonderful. am not saying that. I know they are getting more 
people from Puerto Rico than they would get if the conditions were 
better in Puerto Rico. 

I have seen them lined up taking the passenger planes out of there, 
in lines as long as from here to the Capitol, just as fast as they can 
open the doors to load them in. 

Are they to blame because they are not educated ? 

No. 

Are they to blame because they may be disease-ridden ? 

No. 

Are they to blame if they have been taught all of the crime and so 
forth that is objectionable to our way of life here ? 

No. 

But I say this: I would suggest your organization give some pretty 
vareful thought before you begin to snatch their heads off with a 
ininimum-wage raise they cannot take. 

I felt that Puerto Rico was entitled to that word. I am not a 
Puerto Rican. I have even been shot at by them, and one nearly 
got me, 

But I am not angry with Puerto Rico. I am sorry for them. I 
don’t know, what.to do. And I am very proud of the work that the 
Governor down there and his people are doing, but I don’t think the 
United States is being quite square with them. 

If you go down there and stop what little those industries are start- 
ing, then all you.do is put those people in the same fix the. Governor 
said the man cutting the grass on the road would be in if he could 
put a mowing machine on there. 

Mr. Schnitzler, I do not believe I am going to follow along with 
this semirural and rural economy any longer. The money is not there. 
T want to lift them. I want to urge that they go just as fast as they 
can go. 

But I know what the situation was in 1939, and I am sure you do. 
We fell into a war... It would not have made any difference if the 
minimum had been $1 or $1.50. The war economy picked our normal 
coonomy up by its whole body and just catapulted it forward, did it 
not‘ 

Mr, Scunirater. That is right. 

Chairman Barpen. All right. 
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Then, by the time it has settled back down, fortunately and caught 
and there wasn’t any trouble from it, in January 1949, it went up. 
What happened? Another war picked it right up and here we went 
again. And that 75 cents hasn’t hurt. 

What I am concerned with, and what I want you to soothe my 
troubled mind about is how far can we go from where we are now? 
How far can we go without requiring the assistance of another abnor- 
mal economy such as a wartime proposition to carry the shock along? 

Mr. Scunrrzter. I want to say, first, that you don’t know how 
pleased I am to hear you say the many things you did about the 
Governor of Puerto Rico because he was a representative of the Ameri- 
can Federation of Labor and got his early training in the American 
Federation of Labor. 

Chairman Barpen. Nobody in the world would say that the Ameri- 
can Federation of Labor hasn’t some fine folks in it. I started off 
by saying you were a nice fellow. 

Mr. Scunrrzier. Thank you, sir. 

And I am further impressed with the observations that you have 
made, and from the manner in which you have related them I see that 
you are disturbed emotionally about the conditions as you saw them. 

We feel the same way. The difference, however, seems to be in 
trying to correct them and getting them corrected as quicklv as possible 
and as efficiently as possible, and in doing away with it. To see them 
and do nothing does not add any contribution on our part to their 
elimination. 

As far as Puerto Rico is concerned, they have a golden opportunity 
if they do not revert to utilizing the worker to be exploited. The 


exploitation of the worker in Puerto Rico has happened so many times. 
And the exploitation of the worker here in America has made no con- 
tribution whatsoever in the forward progress of the people of this 
Nation. 

When you talk about the farmer and the agricultural worker you 
will find us as active as it is humanly possible for us to be to alleviate 
that which we mip acs as a bad condition in this country. The farm- 


worker’s income is far below what it should be. The industrial worker, 
through the advancement that he has made in his own standard of 
living, finds himself in a better position to pay for the products that 
come from the farm so that the farmer and the farmworker can 
enjoy a decent living. 

Chairman Barpen. It does not make any difference how fine a prod- 
uct he turns loose or what is being paid in Chicago or New York or 
Washington. His price for his product is going down. 

Mr. Scunirzier. We understand. 

Chairman Barpen. And that is what disturbs my thinking when I 
try to follow your analysis. 

Mr. Scunirzter. It disturbs our thinking, too. And for the farm- 
worker the opportunity is there for him through organization, and we 
hope that there is sufficient attraction in the American Federation of 
Labor, and possibly in the merged organization that will result from 
the discussions presently going on, that he will show a greater interest 
in the organization. 

Chairman Barpen. It is not quite that simple, Mr. Schnitzler, for 
this reason: you or one of your locals can say at a plant “All right, 
you will pay us so much or we will just quit.” 
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That farmer can’t quit. He can’t strike. If he did his cucumbers 
would just rot on the vine. His tomatoes will be no good ; his hogs will 
die if he doesn’t feed them. He can’t quit. His milk will go bad if he 
doesn’t rush it to the freezers. He can’t quit. He can’t strike. 

If we keep this climbing going, and every time it goes up it pushes 
him down, that is getting nowhere fast. 

Mr. Scunirzter. That is not our intention. 

Chairman Barpen. And the figures I just gave came from the De- 
partment of Agriculture. In 1951 the income was $970; in 1952 is was 
$930; in 1953 it was $914—1953 was the most prosperous year, so we 
say, that industry has ever had in America. 

Now the farmers are not the only ones because those people have to 
live off those farmers, and they can only operate in the type of economy 
that the farmers can participate in. I say it is too low, and I want it 
up. But I think if we keep pushing up just the industrial areas and 
disregard the economic conditions and pressures that are on the rural 
and agricultural areas where there are 25 million people involved we 
cannot do anything other than just build a lopsided economic struc- 
ture that may topple in either direction. And that is what I fear. 

He does not have more than 914 of those dollars, and I do not want 
Ree power to keep going down on account of the value of the 
dollar. 

You and I know that if we raised everyone’s salary, everyone’s 
monthly salary or hourly wages, 50 percent above what they are 
receiving on July 1, that would coptalaly give a spurt. But what, in 


your opinion, would be the effect on our economy? What would be the 
effect, in your opinion, on our economy if we raised every individual's 


wages in America, whether he is drawing $30,000, $10,000, or $5,000, or 
$900, by 50 percent as of July 1? Wouldn’t the cost of virtually 
over ian you are wearing and eating and everything else go up 50 
percent ¢ 

Mr. Scunirzier. Well, figures will tell you, if you use just figures, 
that it will dothat. History has proved that it is not so because there 
has been a constant increase in wage rates of workers while at the 
same time there was a lowering in the unit cost of the products that 
we make. 

Chairman Barpen. I do not know how you get the lowering in unit 
cost when a farm tractor has gone from four hundred some dollars 
to over $2,000. I used to buy Fordson tractors for $400. 

Mr. Scunrrzier. You don’t want to go back to those days. 

Chairman Barpen. No; I certainly don’t. But what has happened 
is the farmer who uses one is just about in those days. He is the one 
that is quarreling. 

Mr. Scunirzier. We jointly have a job to do for the farmer, and I 
hope we can get into it as quickly as possible. 

But before we get off that point, it is not just the farmer when we 
look at the great State of North Carolina. Look at what advance- 
ments they have made, based upon the Department of Labor study of 
nonsupervisory workers in the manufacturing industry, which I as- 
sume are products that go into interstate commerce. The improve- 
ment that they have made from February 1950 to April 1955, has been 
20 cents. South Carolina was 21 cents. 

At the same time Texas improved 45 cents; Delaware, 50 cents; 
Louisiana and Maryland, 46 cents. 
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While we are talking about the farmer in North Carolina we ought 
to talk about‘the factory worker in North Carolina. He has made 
very little progress, and if he keeps up at this rate he will get to be the 
pauper of the workers of the 48 States of the Nation. 

Chairman Barpen. There are many more times as many farm 
people in North Carolina. 

Mr. Scunirzier. What has that to do with the factory worker? 
The factory worker is the one that is manufacturing the products that 
find their way into the flow of interstate commerce. 

Chairman Barpen. Here is what I am saying to you, though: 

That is fine. I do not begrudge them $1 of it. I would like to 
help them get along a little better. I will go as far as I can go 
without shaking the economy and setting off some inflation. Don’t 
forget that. I will go along. I want to catch up with the inflation. 
But I do not want to set in motion any inflationary machinery that 
is going to further draw on the energy and the lifestream of the agri- 
cultural person until he gets a little more sustenance and a little 
stronger so that he can stand alone. 

I do not want us to set up something that is going to do too much 
injury. It will not if we absorb the increased cost of living, if we 
absorb the inflation up to this point, if we take care of those things 
and then add a little to that for any mistakes we might make. I want 
to give them the benefit of any doubt that there might be and see if we 
cannot level off our economy instead of making the dollar less valu- 
able. 

Now I am trying to do something that I can justify. And you are in 
a little different position. If I were in your position I do not think 
I would ever stop at a modest $1.25. But if you were in my position 
I believe you would have had your brakes on just like I have mine a 
little bit. 

I want to thank you for your patience and for your statement. I 
have enjoyed this, but I have been very sincere because I think the 
things I have mentioned are going to require a lot of study. 

Mr. Scunirzier. We appreciate that. 

Chairman Barpven. The committee will recess until tomorrow morn- 
ing at 10 o’clock. 

Mr. Scunrrzter. As I understand it, you would like to have me 
come back tomorrow morning ¢ 

Chairman Barpen. Yes. Mr. Gwinn wanted to ask you some 
questions. 

(Whereupon, at 12:45 p. m., the committee was recessed, to be re- 
convened at 10 a. m., Friday, June 10, 1955.) 
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FRIDAY, JUNE 10, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpucaTIon AND Lasor, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to recess, in room 429, 
House Office Building, Hon. Graham A, Barden (chairman) pre- 
siding. 

Present: Representatives Barden (presiding), Bailey, Perkins, 
Wier, Green, Thompson, Gwinn, Kearns, Coon, and 2 ha 

Present also: Fred G. Hussey, chief clerk; John O. Graham, 
minority clerk; Edward A. McCabe, general counsel; and Russell C. 
Derrickson, chief investigator. 

Chairman Barpen. The committee will come to order. 

Mr. Schnitzler, Mr. Gwinn said he wanted to ask you some ques- 
tions this morning. 


STATEMENT OF WILLIAM F. SCHNITZLER, SECRETARY-TREAS- 
URER; ACCOMPANIED BY WALTER J. MASON, NATIONAL LEGIS- 
LATIVE REPRESENTATIVE; AND PETER HENLE, ASSISTANT 
DIRECTOR OF RESEARCH; AMERICAN FEDERATION OF LABOR, 
WASHINGTON, D. C.—Resumed 


Mr. Gwinn. Mr. Schnitzler, will you turn to page 7 of your pre- 
pared statement? Will you read the last paragraph on page 7, start- 
ing with “This is not just economic theory.” 

Mr. Scunirzier. Yes, sir. 


This is not just,economic theory. Recent experience shows conclusively that 
higher wages need not mean higher prices and certainly do not mean lower 
profits. Consumer prices today are no higher than in the middle of 1952, but 
average hourly wage of factory workers has increased from $1.67 an hour to 
$1.87. At the same time corporate benefits have risen tremendously. 

Mr. Gwinn. Now, Mr. Schnitzler, does that statement, together 
with others in your testimony, mean to indicate that the manufac- 
turing ee te take care or absorb these proposed rises in wages, 
just as it has absorbed the rises that you mentioned ? 

Mr. Scunrrater. That is right. 

Mr. Gwinn. That is the assumption ? 

Mr. Scuntrater. That is right. 

Mr. Gwinn. In order to emphasize the point, while you gave the 4- 
or 5-year statistics of the hourly rise in wages on that subject, you 
simply used the word to describe the rise in profits as “tremendously.” 


401 





402 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Now, I wish you would give us the proof of that. I raised the ques- 
tion with you yesterday and asked you if you had the facts to sustain 
that proposition. Will you let us have the facts now? 

Mr. Scunirzuer. I cannot let you have them now. I do not have 
them before me. I will say just what I said yesterday, that our re- 

fh this information and supply it to you 


search department will gat 
if that is agreeable with you. 

Mr. Gwinn. I am sorry. It cannot be agreeable because it will be 
lost completely in the record. The only way to cure or correct any 
mistake, if we have made it, is to do it now. 

Mr. Scunirzter. Could not a statement be added as a supplement 
to the record ¢ 

Mr. Gwinn. I wanted these gentlemen on the committee to get the 
facts, and I do not believe they are going to read this record after it is 
filed away. 

Now, I called up the Department of Commerce yesterday when I 
interrupted my questioning to get these facts. You have them and 
you must have had them when you made this comparison at the 
bottom of the page. You have there the average hourly earnings of 
all manufacturing industries, Bureau of Labor statistics, 1950 to 1955, 
a rise from $1.42 an hour to $1.87 an hour, or 36 percent. 

Mr. Scunirzter. This is a different point that you are talking about 
now. 

Mr. Gwinn. I am trying to get the comparison that we are making. 
The inference, I take it, is that since industry has absorbed that very 
substantial rise in hourly wages, it ought to continue to be able to 
absorb advances in hourly wages. Is that not a fair inference from 
your statement ? 

Mr. Scunirzier. Yes. You ought to go beyond hourly wage. How 
about a lot of these so-called fringe benefits that have been granted 
that do not show in these tables ? 

Mr. Gwinn. Well now, if we have a healthy economy, we will re- 
flect in the statistics a rise in profits along with a rise in hourly wages, 
will we not? 

Mr. Scunirzier. Yes, sir. 

Mr. Gwinn. That is what you believe to be the fact ? 

Mr. Scunirzier. Yes, sir. 

Mr. Gwinn. And we should also, if it is entirely healthy and 
rounded out, show a fair rise in dividends to stockholders, because 
they are partners in this business; is that not correct, too? 

Mr. Scunirzier. I would imagine so, if that is the policy of the 
corporation and of the stockholders that you are talking about. 

Mr. Gwinn. That would be your policy, as a rounded-out organ- 
ization, studying the health of industry ¢ 

Mr. Scunirzier. There are a lot of problems that arise when you 
are talking about these policy questions. When you talk about divi- 
dends and the disposition of corporate profits, I am sure you under- 
stand that we have nothing to do with that. You cannot tie in this 
whole idea as to what may have been done insofar as dividends are con- 
cerned. There may have been a lot of money available for dividends 
for stockholders that was not given to them for some reason. That 
does not change this picture any. 

The thing that we are talking about is profits, and we are mighty 
happy that there have been profits, and increased profits. We want to 
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see profitable industry. _We do not say that there should be no profits 
in industry. In order to have the kind of economy that we are talking 
about, and in order to meet the wage bill and the minimums that we 
are talking about, we have to have profitable industry. We are not 
objecting to that. 

if there is a difference in your viewpoint as to what the word “tre- 
mendous” may mean, I can understand that. However, I would think 
that this would all show itself if you allow us to do that which we 
suggested, that is to have our research department supply you with 
the information that I said we would supply you, and we would have 
the whole picture in front of us. 

Mr. Gwinn. I have the figures and I am going to send them down 
to you from the Department. of. Commerce. 

Mr. Scunirzier. I hope you will give me sufficient time to study 
them. 

Mr. Gwinn. They are not a bit complicated. 

Mr. Scunirz.ter. They can be very complicated. 

Mr. Gwinn. Now, will you notice that statement ¢ 

Mr. Scunirzier. It says the source is the United States Depart- 
ment of Congress. 

Mr. Gwinn. That is a mistake on the sheets. 

Mr. Scunirzuer. I do not know where they copied it from and what 
it represents. 

Mr. Gwinn. Now, Mr. Schnitzler, since you have not given us the 
figures, unless you can oupes them, I am going to ask you to take the 
figures that I received on the telephone from the United States Depart- 


ment, of Commerce, a source that you undoubtedly have. I have had 


time to get those figures, and you have them. 

Mr. Perkins. Will the gentleman yield? I feel he is a little un- 
reasonable here this morning. 

Mr. Gwinn. I do not yield at this time. I will yield later if the 
gentleman wants to ask a question. 

Now, Mr. Schnitzler, in looking at that figure, I have the same 
figure from the National Fact Book, published by the National Asso- 
ciation of Manufacturers. You will notice there that instead of being 
a tremendous rise in profits of manufacturing, the profits run like 
this: In 1950, $12,400 million. And I would like the gentleman from 
Kentucky to listen to this. 

In 1950, it is $12,400 million. In 1951, it is $10,300 million. That 
is a decline of 17 percent. In 1952, it is $8,900 million, a decline of 14 
percent. In 1953, it is $9.6 billion, an increase of 10 percent. In 1954, 
it is $9.6, billion, a decrease of one-half of 1 percent. 

So that while you make a point that your wages have increased 36 
percent in that period, the facts are, according to the United States 
Department of Commerce, that manufacturing profits have not in- 
creased tremendously, but have decreased 22.6 percent. That is 
assuming that those figures are accurate; is that not true / 

Mr. Scunirzter. Well, I just do not feel that I am in a position 
this morning to start discussing these figures with you. I would like 
to see the whole picture. I want to foo all of the material we had 
at headquarters that brought us to this conclusion and put it together 
and present it, and not pick out any one part of it. 

Mr. Gwinn. But Mr. Schnitzler, you gave us a very extended study 
in figures yesterday. 
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Mr. Scunrrzter. I did not think so. 

Mr. Gwinn. You did not? 

Mr. Scunirzter. No. I thought we avoided to a great extent the 
figures and talked as laymen, more or less, and not as economists. 

Mr. Gwinn. But you talked in figures. That is full of figures and 
percentages, and you were complimented yesterday for presenting 
such a full exposition on the figures in this issue. 

Now, you had these very figures that I have shown you in your 
department, and you know you had them. They are one of the most 
essential figures in your studies. Why do you need more time to come 
to this one conclusion ¢ 

Mr. Perxrns. Will you yield to me at this point? 

Mr. Gwinn. I will yield. 

Mr. Perkrys. I just wonder, since the distinguished gentleman 
from New York is so concerned about these figures that he has before 
him showing a loss of profits, if he has the data from the Department 
of Commerce showing the profits separated under the Republican 
administration and the Democratic administration? That question 
is just about as reasonable as the one you are asking the gent!eman 
there at the present time. 

Mr. Gwinn. Well, I do not think that I need to comment on the 
gentleman’s observations. 

You know, do you not, and you have known for a long time, Mr. 
Schnitzler, that the profits in the manufacturing industry have been 
going down for 5 years, seriously ? 

Mr. Scuntrzuier. I do not know that. Now, in this whole state- 
ment, the only one place that we mentioned profits is the one sentence 
that you are talking about, And if you turn to the next page, page 
8, and the bottom of page 8, there is corporate profits after taxes, 
seasonally adjusted annual rate, Department of Commerce. That is 
the third quarter of 1952, $16.6 billion; first quarter of 1955, $20.3 
billion, estimated. 

Mr. Gwinn. All right, Mr. Schnitzler , that is what called my atten- 
tion to your statement. Is it not surprising that an institution like 
yours, with the facts that you have, would make comparizons like 
that? You give us a 5-year comparison for increase in wages, which 
is quite proper, and it is correct. In that indenture you speak of 
manufacturing. 

Now, in your other, you compare it with the national corporate 
profits which includes gold mining and investment trusts, hawke 
and insurance, and it does not involve wages at all. Is it not rather 
unusual in making comparisons to pick out a third quarter in 1952, 
and then a first quarter in 1955, which you say is merely an estimate? 

Mr. Scunrrzter. No, it is nothing unusual. If you would read 
the other part of the statement—turning back to page 7—the con- 
sumer price index, we take August of 1952 and April of 1955, and 
the average hourly earnings of factory workers, August of 1952 to 
May of 1955. The corporate profits after taxes are on page 8, the 
third quarter of 1952 and the first quarter of 1955. 

Now, are not those three periods the same? We took the figures in 
three periods and looked at them. That is what we have included 
here. You may disagree with the way we did it, but this is the wav 
it was developed and brought forth in this statement. We can dis- 





“AMENDMENT TO INCREASE THE MINIMUM WAGE 405 


agree alliday long as to what period to take. I do not know if I 
could ever satisfy you as to the period we ought to talk about. 

Mr. Gwinn. I do not want to be satisfied. I want to get the bare 
facts so that. we can compare the figures\and determine whether or 
not. the manufacturing industry is absorbing these increases. 

Mr. Scunirzier. Then look at the facts we presented here, these 
three that I just read to you. We took 3 identical periods for 3 different 
things that we were talking about in that statement. 

Mr. Gwinn. Where is that? 

Mr. Scunirzier. We start at the bottom of page 7, Consumer Price 
index, Bureau of Labor Statistics. 

Mr. Gwinn. Now we are talking about consumer prices. 

Mr. Scunirzier. All right, now we took the period of August 1952 
to April of 1955. . The next comparison is aiverage hourly earnings of 
factory workers, Bureau of Labor Statistics, August of 1952 to May 
of 1955. 

On the next page, corporate profits after taxes, third quarter of 1952 
and the first quarter of 1955. It is three identical periods. 

Mr. Gwinn. They are periods, but you do not give the profits of 
the corporation which is the big question. Can the profits of the 
manufacturing corporations absorb these rises? Have they absorbed 
these rises? That is in hourly wages. The price index may be the 
same but the profits have absorbed, quite obviously, these increased 
wages. That is because the profits are down 22 percent over the 
same 5-year period that you used in arriving at your increased hourly 
wages... 

Mr. Scunirzier. That is what you say. Now, here we say that the 
corporate profits after taxes were for the third quarter of 1952, $16.6 
hilhon. The first quarter of 1955, they were $20.3 billion. 

Mr. Gwinn. Yes, but you know, Mr. Schnitzler, you are not com- 
paring the same thing. In one line you are comparing manufactur- 
ing wages, and in the other line you are comparing insurance, banking, 
oil leaseholds, gold mining, and other profits to justify your increase 
in manufacturing wages. That does not make sense; does it? 

Mr. Scunirzter. It may not to you. 

Mr. Gwinn. Well, does it to you? 

Mr. Scunirzzer. It does to me, yes. 

Mr. Gwinn. Well, how can you make sense comparing profits of 
yold-mining operations or a leasehold on oil or banking and insurance, 
that does not involve wages 

Will you let me finish ¢ 

Mr. Mercatr. I want to tell you that there are no profits in gold 
mining. . 

Mr. Gwinn. There may have been in 1950. We are comparing this 
with 1950. 

Mr. Mercar. Not in 1950 either. 

Mr. Gwinn. You would not say the same thing of oil leaseholds, 
would you? 

Mr. Mercaxr. I did not want to confuse the record about gold- 
mining profits. There are not any profits. 

Mr. Gwinn. You are not confused about oil, are you? 

Mr. Baier. If the gentleman will yield to me, I will say there 
is about a 35-percent increase in oil profits between 1950 and 1954. 

Mr. Gwinn. All right, I am glad to know that. 
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Mr. Bary. We know about that over in West Virginia. 

Mr. Gwinn. If you would like to ask a question of the witness to 
clarify this issue, I would be very happy to yield. 

Now, Mr. Schnitzler, how many people do you have in your re- 
search department on factual statistical and financial data for publi- 
cation and for your own guidance? 

Mr. Scuntrzuer. I do not know. 

Mr. Gwinn. Would you guess? 

Mr. Scunirziter. We have 19 people in the department. 

Mr. Gwinn. And you pay the bills, so you know about how many 
people _ have, like the two gentlemen sitting with you now. 

Mr. Scunirz_er. From two different departments. 

Mr. Gwinn. Mr. Schnitzler, you have been publishing these figures 
on tremendous profits on manufacturing industry so often and so long 
that you believe it yourself, do you not? 

Mr. Scunirzper. I am hoping to convince you, and I am not doing 
a good job. 

Mr. Gwtnn. Do you still say, assuming that the United States 
Department of Commerce who issued these figures, and the National 
Fact Book on profits of manufacturing corporations are correct, cor- 
porate profits show a tremendous rise over a period of 5 years? 

Mr. Scunrirzcer. I would like to have an opportunity to examine 
your data. 

Mr. Gwinn. Will one of your men look at it? You are familiar 
with the manufacturer’s fact book, are you not ? 

Mr. Scunirzier. I have seen them, off and on. I donot know what 
issue this is. 

Mr. Gwryn. I will bet your assistant has seen it many times. 

Mr. Perkins. Who publishes the fact book? Is it the National 
Association of Manufacturers ? 

Mr. Gwinn. I have the figures for the special benefit of the gentle- 
man from Kentucky, from the United States Department of 
Commerce. 

Mr. Perxins. Thank you. 

Mr. Gwinn. Now, if the hourly earnings for workers in the manu- 
facturing industry from 1950 to 1954 are up 2314 percent, and the 
profits for the same period from manufacturing are down 22.6 per- 
cent, would you say from those figures that quite generally profits 
have had to absorb the rise in wages? 

Mr. Scunirzuer. I do not know that I could, from a sketchy thing 
like that, that wages are up and profits are down. I would have to 
take a look at the whole picture. 

Mr. Roosrvetr. Would the gentleman yield for one question ? 

Mr. Gwinn. I yield to the gentleman from California. 

, Mr. Roosrvetr. Would it not be true, Mr. Schnitzler, that perhaps 
another way of looking at the picture would be the gross profits rather 
than the net profit? I know enough about corporations to know that 
one can raise salaries and one can find ways and means of trying to 
reduce your net profits so that you will not have to pay any more 
taxes than you possibly have to, and that, therefore, there would be a 
lot of things that we should look into as to the gross profit perhaps, 
and not the net profit, in answer to the gentleman’s question. 
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Therefore, before we decide that industry. cannot absorb it, it would 
be well to look at more than just the one set of figures which we have 
here from the Department of Commerce. 

Mr. Gwinn. I would be very happy to have the gentleman from 
California go into that, and I would think it would be quite proper. 
But it just so happens that I am not going into that at this particular 
time. 

Mr. Roosevetr. I do not think that you are. But I think it would 
be only fair to do it in order to get a rounded picture. 

Mr. Gwinn. I think that is quite right. 

Well, in view of the fact shown here, who do you think is going to 
absorb this increased.wage, if the consumer does not absorb it in terms 
of rising prices? Who can absorb the additional increase ? 

Mr. Scunirzier. Well, the answer to that is quite obvious. The 
way you put the question—we are no jugglers or magicians of any 
kind, and we are talking about an increase in the minimum wage— 
you ask me a leading question, if consumers do not pay it who else is 
going to pay it. There is no one between the consumer and the worker 
other than the manufacturer. 

Mr. Gwinn. So that he must absorb that? 

Mr. Scunirzuer. If that is his decision of doing business, I suppose 
he will do it. Others will not absorb it and will pass on more than 
the increased wage cost to the consumer. You know that has hap- 
ened. 

Mr. Gwinn. That is right, and I do not blame you at all for trying 
to pass this on to the manufacturer if you entertained the notion that 
his profits have increased enormously. 

Mr. Scunirzier. We have not mentioned one word in a critical 
nianner against profit as such. Wedid not dothat. We did not come 
in here and say that profits must be limited. We did not do that. 
We came here with figures, and we used one period and you used 
another period. Look at your own figures. I just cannot get into 
the way you presented them here—you take 5 years altogether—but 
going to the second part, “Profits from manufacturing, down 22 per- 
cent from 1950 through 1954,” we did not include 1950 in the study 
that we made. We did, however, include 1952. 

Now, in 1952, according to these figures that you have, profits were 
down 8.9 percent. In 1953, they were down 9.6 percent. 

I am sorry. I find these are billions of dollars. In 1954, the 
estimate is just about the same as for 1952. 

Mr. Gwinn. Now, Mr. Schnitzler, this is an interesting fact. 

Mr. Scunirzier. Reviewing the same period that we took, the 
srofits went up from 1952 through 1954, in the figures you show. 
‘ou do not carry it on into 1955, the first quarter estimate, that we 

had based on figures from the Department of Commerce. 

Mr. Gwinn. Well, the United States Department of Commerce told 
us that was the purest kind of a guess that might not work out at the 
end of the year, and it was not. a saving to us. 

Mr. Scunirzter. All right, we will leave it that way. 

Mr. Gwinn. You know that, do you not? But we do have figures 
for 1954 and a few years back of that. 

Now, it is rather interesting, Mr. Schnitzler, that when wages went 
up in the year 1952, showing an increase of 5 percent, 1952 in manu- 
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facturing profit showed a decrease of 14 percent. I think that you 
will find, 1f you study that year by year, that as the wages go up 
the profits have been going down. 

Now, let us take a look at the stockholders, on the bottom of this 
sheet I have given you. They are in this picture, do you not think? 
The dividends paid out of profits from: 1950 to 1954: 1950 dividends 
were 4.8, and in 1951, 4.6, and in 1952, 4.6, and in 1953, 4.6, and in 
1954, 4.7. The tendency there is a 2-percent decline. The actual 
decline is 2 percent for your other partner in this business, the man 
who provides the capital, while the national product has increased 
25 percent, and we should be showing, on the same theory that you 
are applying to the increased wage, an increase in profits and an 
increase 1n dividends, should we not? 

Mr. Scunirzier. What have we got to do with dividends? I think 
your subject is well taken, and it ought to be called to the attention 
of the directors of these corporations. 

In many instances we read in the paper of climbing profits of com- 
pany after company and find that dividends remain the same year 
after year. I do not see where it has anything to do with this. I 
should think if the corporation is profitable enough it should increase 
the dividend, and they ought to do it. 

But what can we do as a labor union to make them increase the 
dividend when they, themselves, decide that they will not. I would 
like to help you with that. 

Mr. Gwrixwn. Mr. Schnitzler, when you consider the wages that you 
get from manufacturing are approximately 75 percent of all of the 
cost of manufacturing, then when you strike for an increase in wages 
you affect immediately the capacity of the corporation to pay 
dividends and to make profits, do you not? 

Mr. Scunirzter. Well, you have a lot of figures in there again. 
Where is that 75 percent coming from ?¢ 

Mr. Gwtnx. How much do you say the cost of a manufactured 
product is represented by wages ? 

Mr. Scunirzuer. In a lot of industries, 4 percent, or 7 or 8 percent. 

Mr. Gwinn. I am talking about manufacturing. 

Mr. Scuntirzier. That is manufacturing. 

Mr. Gwinn. Let us take clothing and automobiles. 

Mr. Scunirzrer. Let us take a bakery. 

Mr. Gwinn. Let us take where most of your organized labor is. 

Mr. Scunitzier. You have a lot of them in bakeries. 

Mr. Gwinn. What is the percentage of cost in the manufacture of 
an automobile ? 

Mr. Scunirzter. I do not know. We will have to ask that of our 
associates in the CIO. They are familiar, I imagine, with those fig- 
ures. I do not know them. 

Mr. Gwinn. You are secretary-treasurer of this organization. 

Mr. Scunirzier. The American Federation of Labor, and we do not 
have a single automobile factory under contract. Those that are under 
contract are with the ClO, United: Automobile Workers. 

Mr. Gwinn. I will reserve that question for them, then. 

Let me have one of your big manufacturing outfits. Are you in 
General Electric? 

Mr. Scrnrrzter. Some of the plants. 
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Mr. Gwinn. Well; I am not going to extend the argument on what 
percentage of the total cost in manufactured products, generally 
speaking, is labor. 

Mr. Scuntrzier. You can if you want to talk about a bakery, some- 
thing that I think I know a whole lot about. I will tell you about a 
bakery, that there is about 6 percent labor cost in a bakery. 

But if you throw in these other varied plants, remembering that in 
the American Federation of Labor you have 45,000 local unions, I 
admit here that I do not know the cost structure in all of the establish- 
ments that are under contract with those 45,000 local unions. If you 
want to pin it down to one that I say I know something about, I am 
ready to talk about it. 

Mr. Gwrnn. I am not holding you responsible for that, Mr. 
Schnitzler, but you selected the figures that you have just given us, 
and we are now discussing them. 

Mr. Scunitrzier. But we got into dividends, and we did not men- 
tion dividends in our statement at all. 

Mr. Gwinn. And you didn’t select those figures correctly for a com- 
parison. 

Now, let us select something that is fair. 

Mr. Scunirater. Well, it may be fair in your opinion and unfair 
in our opinion. You think what we selected is unfair, and we think it 
is fair. We can keep this thing going forever. 

Mr. Gwinn. It is fair, is it not, Mr. Schnitzler—and I am sure we 
can agree on this—that when you show the rise in wages in manu- 
facturing industry, in order to show the effect of that on that same 
industry, you must show the profits in that industry, the same in- 
dustry, and the identical industry that we are talking about, absorbing 
the wage increase? Must. you not do that? 

Mr. ScHnirzier. We did not pick out any one industry. We have 
taken the whole national manufacturing average. 

Mr. Gwinn. I am talking about manufacturing industry, generally, 
and all of it. That is what you took when you gave us the figures on 
hourly increase in wages. 

Mr. Scuniraier. That is right. I misunderstood your question. 
I thought you were talking about, industry as one particular part of 
industry. 

Mr. Gwinn. So we do agree that we must compare the same thing. 
That is, we must compare the manufacturing profits with the manu- 
facturing wage prices in order to get a fair picture. We agree on 
that, do we not? 

Mr, Scunrrzier. Yes; that is what we tried to do. 

Mr. Gwinn. And that it is unfair to pick out insurance, banking, 
investments, and oil profits ? 

Mr. Scunirzier. How did oil get in again ? 

Mr, Gwinn. For the pepe of showing the increase in profits, that 
is corporate profits generally, to justify the increase in laboring wages 
in the manufacturing industry. 

Now, if you will agree with that, we will go on. 

Mr. Roosrveir. Will you yield for just a question? Are the divi- 
dend figures that you gave based upon a dollar increase or based upon 
i return on investment ¢ 

Mr. Gwinn. They are the percentages of profits paid out of manu- 
facturing industry, 
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Mr. Roosrvett. We would have no way of knowing whether that 
was a fair return on the investment made. 

Mr. Gwinn. We would know because the national product has in- 
creased 25 percent in the period, and business volume has increased 
enormously. 

Mr. Roosevetr. If a 5-percent return would still be made on that 
increased investment, you would have relatively a good return. 

Mr. Gwinn. Well, it is 4.8 of the profits, which may be paid, some 
of them, out of the surplus. 

Mr. Roosrvett. I think the gentleman confuses me even more. If 
he does not know how the dividends were paid—if they were paid out 
of surplus, or paid out of earning, or paid out of total profits—I do 
not know what value they have. 

Mr. Gwinn. Well, let us leave it this way, which makes it perfectly 
clear, that the dividends were 4.8, 4.6, 4.6, and 4.7. 

Mr. Roosevert. Of what? 

Mr. Gwinn. That was the rate of dividend. It was the dividend 
paid by all corporations in manufacturing. I cannot tell you at this 
moment, but I will check that. 

Mr. Roosrvett. The thing I am confused about is, if the stock mar- 
ket can go up so tremendously day after day, and reaches new heights 
day after day, supposedly that is on the basis of profits and on the 
health of business and somebody is giving us bad figures here, or else 
the stock market is not reflecting anything at all. 

Mr. Gwinn. I beg your pardon. Mr. Nelson who compiled these 
figures for me says that it is dollars. It is $4.8 billion. So it has 
nothing to do either with percentage on earnings or with sales or price 
of stock. 

Mr. Roosrvett. I would also like to ask whether the announcement 
by Secretary Weeks, I think it was day before yesterday, that we were 
in a historically profitable situation, is based upon some illusion that 
he has arrived at. 

Mr. Gwinn. Now, let us leave that to you and to Secretary Weeks. 
Weare talking about exact years. 

Mr. Rooseveutt. We have picked on the AFL for deciding that 
profits were high when everybody else seems to a with them. 

Mr. Gwinn. Will the gentleman from California be satisfied with 
the fact that we are picking on the same years that the witness used ? 

Mr. Scuntrzier. Oh, no. You started in 1950, the start of the 
inflationary period that started with the Korean war, and we started 
in 1952 with our figures and compared them with 1955. When you 
get to kicking around figures, then all of a sudden you have everybody 
working on figures. But this may be interesting. 

Mr. Gwinn. Now wait a minute. Let me correct _ there, Mr. 
Schnitzler. Look on page 8 of your statement, the last paragraph 
at the bottom. That is the average hourly earnings, all manufactur- 
ing industries, Bureau of Labor Statistics, February of 1950. You are 
comparing only a month in that case; are you not? 

r. Scunirzier. But that is not tied in wtih the other three figures 
that we have been talking about. 

Mr. Gwinn. But you cover from February of 1950 to May of 1955, 
and your increase in hourly earnings was from $1.42 to $1.87? 

Mr. Scunirzter. That was thrown in to support a different argu- 
ment. Now let us get back to the other page where we used changes 
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in the Consumers Price Index, the average hourly earnings and the 

—. profits after taxes. Those three are together, for the same 
erlod. 

. Mr. Kearns. Will the gentleman yield there for just a moment? I 

think that we ought to clarify one thing as long as Mr. Roosevelt 

brought it up. 

We had a lot of companies that had an expansion program during 
the war, plant expansion, and I know one company that made $8 in 
dividends, but they only pay 50 cents a quarter, and take the other $6, 
by agreement of the stockholders, to pay off indebtedness or plant 
operations and improvement. Well, they have to have an agreement 
to only pay the 50 cents a quarter; is that not correct ? 

Mr. Roosrvert. I think you have brought out a very good point. 

Mr. Kearns. They have taken that $6 that they could have paid in 
dividends and put it back in amortizing a debt on their plant facilities. 

Mr. Roosevett. I thank the gentleman. 

Mr. Gwinn. Let us not be so easily satisfied. Let me clarify the 
clarification of the gentleman from California. It is also true that 
corporations paying the same dividends for a period—that is all man- 
ufacturing corporations paying the same dividend on a 5-year average : 
2 percent less—are undoubtedy having to take their earnings and put 
them back into the expansion of the plant if they are going to expand; 
are they not? 

That may be an explanation as to why. That is the most likely 
explanation as to why they do not increase, and cannot increase 
dividends. 

Mr. Mercaur. Will the gentleman yield to me? I think with this 
fast tax amortization, they are writing off an investment that should 
be written off over 30 to 50 years within 5 years, and that is where 
some of the profits are going, too, and that is where you get some of 
your figures. That is utilities, 

Mr. Kearns. They have that permission by law. 

Mr. Mercatr. But that would explain it. It would distort the 
picture a great deal, and it would show that a writeoff that should take 
place over a 50-year period is taking place in the 5-year period which 
you have presented to the witness. 

Mr. Gwinn. That might be true, but that would be so in war plants 
only. 

Mr. Mercatr. No; it is in utilities and many other agencies that 
have this fast tax amortization these days. 

Mr. Gwinn. How does that have a bearing on the fact that indus- 
iry, in order to live, must induce capital just as much as it induces 
labor, and capital is unable, under the conditions we have been describ- 
ing. to induce private capital to reinvest? It is falling off sharply, 
and borrowings are increasing sharply. 

Mr. Mercaur. I think the most eloquent answer to the question 
that you are presenting is the headline that apppears from day to day 
on the financial page of the paper—that the stock market reaches new 
high and that the people of America are investing more and more 
money and bidding more and more for these income-producing com- 
mon stocks. 

I think the health and the financial willingness of the people of 
America to invest their savings in industry is indicated by that more 
than any other one thing. 
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Mr. Gwinn. How do you get any satisfaction out of the fact that 
ihe stockholders are not improving their position ¢ 

Mr. Mercatr. They are certainly bidding for that stock. 

Mr. Gwinn. In terms of dividends—that is what we are talking 
«bout—they are getting it. 

Mr. Mercatr. I am not sure that they are not improving their posi- 
tion. In this 5 years in which you have presented this to the witness, 
I think that probably they have written off the whole capital invest- 
ment, so that in the next 5 years their dividends may improve 
tremendously. 

Mr. Gwinn. If that was improving the position of the stockholder, 
and if that is true on that assumption, how do you account for the 
fact that private investors are investing less and less of their dollars 
back in those industries? 

Mr. Mercaur. I do not believe they are. -I do not agree with that. 
‘Lhey are investing more and more dollars back. 

Mr. Gwinn. The fact is that investments are falling off sharply 
and borrowings are rising sharply. It shows that the industry, the 
manufacturing industry that the witness has been describing, are 
finding that their stockholders that get this raw treatment are not 
putting their money back in the manufacturing business that you 
depend on. 

Mr. Scunitzier. Maybe we ought to get them under some minimum- 
dividend law of some kind. 

Mr. McDowett. Would the gentleman yield for a question there? 
I do not know whether the answer to your question is in this fact or 
not, but I had a report that came across my desk just a few days ago 
from the American Bankers’ Association which showed that in the 
vear of 1954 their net earnings increased 27 and a fraction percent 
in 1 year. 

Now, I think it could be said that it is through the fiscal policies 
of the administration for the past 2 years that maybe the interest 
rates are too high, and the banks are making too much money, and 
they are freezing capital out of the manufacturing industry. 

Mr. Gwinn. I think we all know that business is more anxious to 
get money from the stockholder, who cannot foreclose on that busi- 
ness, than any place else. 

Mr. McDowe t. I would think that the activity in the stock market 
indicates that the public is certainly willing to invest money in stocks 
of corporations. i f they stopped buying stocks, certainly the market 
would not continue to go up. 

Mr. Gwinn. Then we get into a lot of other factors, that is whether 
or not these increased wages are gomg to cause more inflation, and, 
therefore, they will profit by the rise m the price of stocks and com- 
modities. 

Finally, Mr. Schnitzler, the point that I wanted to be sure to make 
so that we all, including the public and a ey the press, and now 
if you will pardon me, including the witness, will get. is to quit en- 
tertaining this notion that manufacturing profits are increasing— 
what word did you use—tremendously. 

Mr. Scunitzier. Your statement is very unconvincing because here 
we have some more figures now from the Federal Trade Commission. 
It says manufacturing profits before taxes in the fourth quarter of 
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1949, at the time the 75-cent minimum wage was adopted by the Con- 
gress, were $3,545 million. In the fourth quarter of 1954, the latest 
figure available, they were $5,254 million. That is profits increased 
30, percent. If 30 percent is not tremendous, I do not know what to 
‘all it. 

Mr. Gwinn. That is 1949? 

Mr. ScHNiTzueR. Yes, sir. 

Mr. Gwinn. Well, you would agree that to get a true picture of that, 
as well as a picture of rise in wages, you must cover a period ¢ 

Mr. Scunirzier. We are talking about the period from the time 
when Congress raised the minimum wage to 75 cents and the present 
when the $1.25 that has been advocated by the American Federation 
of Labor is being discussed. In this period profits in manufacturing 
are up 30 percent. 

Mr. Gwinn. You did not tell us so, and you did not give us the 
figures on which we can rely in your statement. 

Mr. Scunirzier. Well, we took this other period from 1952 that 
we thought was the proper agen to use in another part of our argu- 
ment, but as you encourage figures, we start coming out with figures. 

Now, the thing that I did ask for the privilege of presenting to you, 
if it is possible to include as a supplement to this. statement, is a 
report developed by our research department. 

Mr. Gwinn. We would like to have it, and I am sure the chairman 
would agree to that. I would request him to ask that you do present 
those figures, having reference to this period under discussion in the 
testimony. 

Chairman Barven. Let us not pass over that too lightly. If the 
gentleman desires to insert that information in the record, I will take 
care of it. 

Mr. Scunirzter. At your request, Mr. Chairman. 

Chairman Barpen. The gentleman from New York has requested 
it, and as best I can, I am refereeing this hearing. 

Mr. Gwin. I would like to have it in, because the gentleman so 
generously offered yesterday, and he offers again today to let us 
have it. 

Mr. Scunitzier. That we will do. 

Charman Barpen. May I state that if it comes in early enough, 
we will try and get it somewhere near this point in the record. 

Without objection, it is so ordered. 

(The information is as follows :) 


SUPPLEMENTARY STATEMENT SUBMITTED BY WILLIAM F. SCHNITZLER, REGARDING 
TRENDS IN CORPORATE PROFITS 


In my presentation to the committee on June 9, I mentioned corporate profits 
only once. I made this reference while discussing various economic aspects of 
a higher minimum wage. 

I had made the point that many times in the past our economy has easily 
absorbed an increase in wages without receiving at the same time either an in- 
crease in prices or a decline in corporate profits. To cite one example, I showed 
how consumer prices had remained stable since the middle of 1952 to the present, 
a period when wages, as evidenced by average hourly earnings for factory 
workers, have been increasing, and when corporate profits have also been rising. 
In each case, prices, wages, and profits, the pertinent statistics were included as 
footnotes to my statement. 

In the discussion before the committee on Friday, Congressman Gwinn did not 
question the figures which I included in my statement, but raised another issue. 
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Specifically Congressman Gwinn contended that, starting with 1950 the profits 
of manufacturing corporations had been steadily declining while wages were in- 
creasing. He viewed this as indicating that an increase in the statutory mini- 
mum wage would further reduce corporate profits. 

In support of his point of view, Congressman Gwinn made available the follow- 
ing pertinent statistics showing manufacturing profits : 


PROFITS FROM MANUFACTURING 
Billions 
of dollars 





While these figures are quite accurate, more complete data are-necessary to 
place trends in corporate profits in the proper perspective. I am attaching, 
therefore, a more complete statistical picture of corporate profits in manufactur- 
ing industries, both before and after taxes, from 1989 to the present. 

I am including annual figures from the United States Department of Commerce 
as well as quarterly data from 1949 obtained from the joint reports of the 
Federal Trade Commission and Securities and Exchange Commission. 

From these figures, I believe the following conclusions are warranted: 

1. There has been a tremendous increase in corporate profits both before and 
after taxes. The figures show that since 1939 profits before taxes for manufac- 
turing concerns have more than quadrupled; profits after taxes have more than 
tripled. 

2. For the period which I mentioned, 1952 to 1955, corporate profits after taxes 
in manufacturing have increased from $8.9 billion to $9.6 billion. These are the 
figures submitted by Congressman Gwinn. 

3. There has been a decline in corporate taxes since 1950. However, the fact 
is that 1950 profits were abnormally high because the rapid rise in prices toward 
the end of the year created large inventory profits. If these are omitted, total 
profits after taxes for 1950 in manufacturing amounted to only slightly more 
than $9 billion, significantly below the 1954 total. 

4. The trend from the year 1950 to the year 1954 cannot be used as a guide to 
judge the effects of the 75-cent minimum wage. This higher wage was enacted 
in the fall of 1949 and became effective January 1950. To judge the effect of the 
introduction of this minimum, it would be more proper to take as a base period 
the last quarter of 1949 (the period immediately prior to the introduction of the 
higher minimum) compared to the last quarter of 1954, the most recent period 
for which information is available. A comparison of these figures shows that 
profits before taxes have risen from $3.5 billion to $5.3 billion and profits after 
taxes have risen from $2.3 billion to $3.1 billion. 
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[Millions of dollars] 





\| 
| Profits | Profits | 


before | after 
| taxes 





6 


2, 
4, 
0, 
1 











t Estimated. 
Source: U. S. Department of Commerce. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 415 


Quarterly data.on profits in manufacturing 
[Millions’of dollars] 
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NoTE.—The estimates for the years 1949 and 1950 are not strictly comparable with the years 1951 through 
1954 because they are based on the old sample. 


Source: Federal Trade Commission and Securities and Exchange Commission. 


Mr. Kearns. Going back to those 1949 figures after the minimum 


Ww age raise, and you show the profits greater at that time, do you at- 
tribute any of that to productivity because of the increase ? 

Mr. Scunirzter, Yes; there has been tremendous increase in pro- 
ductivity from 1949 to 1955. | 

Mr. Kearns. Then you would like to base your statement on in- 
creased earnings and have it relative to productivity among the em- 
ployees once they receive the raise? 

Mr. Scunirzier. Yes; I think that is an element. 

Mr. Gwinn. The gentleman does not imply, after all of this dis- 
cussion, that there is increased earnings in the manufacturing indus- 
try, do you? 

Mr. Kearns. He gave the increase, and that is why I brought the 
question up. 

Mr. Gwinn. I think the gentleman may suggest a question. Let us 
hear his figures again for 1949. Where are you reading from? 

Mr. Scunrrzier. Report of the Federal Trade Commission. 

Mr. Gwinn. Federal Trade Commission. What date is that? 

Mr.. Scunirzier.. The regular. quarterly. report.that they issue on 
corporate profits. 

Mr. Gwinn. What date was the report, please ? 

Mr. Scunrrzuier. This is extracted from their regular reports. It 
usually takes several months after each quarter before their report 
is prepared and sent out. 

r. Gwinn. Now, what does it say? 

Mr. Scunirzier. It says that during the fourth quarter of 1949, and 
we particularly selected this period because that was the time when 
Congress adopted this increase in the minimum wage to 75 cents, 
profits of manufacturing firms totaled $3,545,000,000. 

Mr. Gwinn. What quarter was that? 

Mr. Scunirzier. Fourth quarter of 1949. 

Mr. Gwinn. Was that exclusively manufacturing? 

Mr. Scunirzuer..Manufacturing profits before.taxes. 

Mr. Gwinn. Before taxes. Well, that is very different. Then you 
divide that by two. 

Now, what is the next statement you read? 
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Mr. Scunirzier. The fourth quarter of 1954, the latest figures 
available. 

Mr. Gwinn. The fourth quarter of 1954? 

Mr. Scunirzter. That is right. | Profits were $5,254,000,000. 

Mr. Gwinn. That is $5,200,000,000. Well, that is $2.7 billion 
roughly, and that is in line with the figures we have just been quoting, 
namely, for 1954, the profits for the year were $9,600,000,000. 

Mr. Scunirzier. You are talking about a year, and we are talking 
about a quarter. Four times $5 billion is $20 billion. 

Mr. Gwinn. But that is before taxes. 

Mr. Scunirzier. It is profit. 

Mr. Gwinn. All of these figures that we are working with, all of 
the figures that you have cited have been after taxes. It would not 
make sense to talk about profits that are paid out in taxes. 

Mr. Scunirzier. Well, all wages are before taxes, are they not. 

Mr. Gwinn. That is quite so, and so are the profits that are paid out 
in dividends before taxes. 

Mr. Scunirzier. We are not talking about the Government’s tax 
policy, we are talking about profits now. 

Now, industry makes profit, and what happens to the profits after 
it is made is something that we have no control over. We are talking 
about wages that become part of industry that makes it possible for 
orofits. 
| Mr. Gwinn. Well, Mr. Schnitzler, it is useless for us to continue 
that argument. The figures you gave on the third quarter, which is a 
yearly estimate for 1952, were $16 billion, and that was after taxes, 
and the first quarter, which is a basis of calculating the profits for 
the year of 1955, was after taxes. 

Mr. Scrnrrzier. All right. There we quote the Department of 
Commerce figures, and these latest figures I gave you are from the 
Federal Trade Commission. 

Chairman Barpen. Let me say, I do not know whether you gentle- 
men have mixed each other up, but I am satisfied you have the com- 
mittee pretty thoroughly confused. 

I do not want to rush you, but I think there are other witnesses 
here, and we should continue. 

Mr. Gwtnn. I must conclude. I tried to say to Mr. Schnitzler, and 
I hope he takes it in good heart, that you are one of the best sources 
of information in the country, and hereafter, if you would help us by 
isuing profits and making your comparison to show the true picture 
of what is happening to the manufacturing industry, it would be of 
enormous benefit to all of us, instead of creating an impression which 
I think nearly everybody has that manufacturing indubtiies, where 
your organizations work, have enormous rising profits. It just is not 
true. But nobody seems to be able to get that point of view across. 
There are the facts, and you ought to help us get thas 

Now, I have one more point, and T am going to stop, Mr: Chairman. 

I have a letter here from the National Retail Drygoods Association 
which just came this morning as'a result of our controversy yesterday. 
You asked that this coverage be extended, and you make it $1.25. 
That would inelude the girls beliind the counter in Woolworths, It 
would include other big chains.- You have shopped at Woolworths, 
have you not ? 
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Mr. Scunirzter. Not very often. 

Mr. Gwinn. Do you think that a girl behind the counter, a typical 
counter in Woolworth’s, could earn $9 for an 8-hour day? 

Mr. Scunirzter. Yes, sir; it is $10. I have bought hamburgers and 
hot dogs and found that they earned a whole lot more than that. That 
is under union conditions. 

Mr. Gwinn. I -will read you the statistics on that point. Using 
1950 as a basis, sales in department stores from 1951 to 1954 range 
from 101 percent to 104: 

In spite of our increased business and increased productivity and increased 
population, retailing is almost static. Profits after taxes as a percent of sales 
are as follows: In 1950, 3.7 percent ; in 1951, 2.4 percent ; in 1952, 2.2 percent; in 
1953, 2.3 percent; in 1954, 2.1 percent. 

That is falling just the same as the manufacturing, except not at 
the same rate. Do you think that the retail industry could absorb 
$1.25 an hour for a minimum wage in the face of those facts? 

Mr. Scunrrzter. The answer is definitely yes, and then I must add 
ure we going into extended coverage so that I can cover that point 
fully and talk about all of the contracts that our 350,000 retail clerks 
have throughout the country, unionized establishments, where the 
wages are far superior to those that you are talking about now? 

If they are to keep going the way they are now, those people have 
to work for nothing in Woolworth’s. Does that prove anything? 
If the management of Woolworth stores want to run their stores that 
way and do the things that they are doing by exploiting the workers 
involved, is that what we are going to support? 

No; if we have something to say, and if you invite us to discuss 
management, let us talk to management. Perhaps we can show them 
some things about running a retail establisment and paying decent 
wages to their workers. 

Mr. Gwinn. I would suggest to you that you start a chain of stores 
right away, and you have the money in the bank, and that might be 
a good way. 

Mr. Scunrrzier. I am looking for money, and we are building a new 
building. We are broke, and I wish we had some in the bank. 

Mr. Gwinn. I used the Woolworth illustration simply to show the 
type of worker that may be involved in this minimum wage which we 
are trying to fix by compulsion. We cannot identify those. I looked 
up the record, and I find that nobody has been able to identify them 
except the sawmill workers you mentioned yesterday, and the fertilizer 
workers, and others. 

But, all told, Mr. Roosevelt, referring to your point yesterday, we 
have been able to identify only about 200,000 such workers. There are 
over 1 million people that we are talking about here, and we have no 
idea who they are. They are not presented, and we are talking about 
something and legislating on something and about people that we do 
not have any idea who they are. 

Mr. Roostvetr. Would the gentleman yield for a question? Did 
the testimony of the Secretary of Labor, where he said that the justi- 
fication for the administration’s figures was that we were dealing with 
exactly the same number of people that we were dealing with in 1950. 
In other words, we were dealing, I think he said, with 1,350,000. 

Mr. Gwinn. That is‘ right: 
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Mr. Battery. On 90 cents. It is.$2,100,000 on.a $1-basis. 

Mr. Roosrvett. Do you say that the Secretary of Labor comes up 
here and discusses exact figures and does not know where they come 
from ? 

Mr. Gwinn. He does not have any idea who these people are, and 
he said so. 

Mr. Roosgvett. He just picked it out of the air, and the chart he 
gave us does not mean anything? 

Mr. Gwinn. He does know by estimates and census that we have 
roughly 60 million workers. He accounts for those that are ascer- 
tainable, and then he has 1,300,000 left that we call the minimum, or 
the low-end earners that are npt identified. And he cannot identify 
them. 

Mr. McDowe tt. I can only identify one, bat it just so happens 
that this morning I had a letter from a lady in my State, and she 
specifically, at the end of the letter, asked me not to reveal the iden- 
tity of her name. because she was afraid she had written the letter 
to me that it might endanger her employment. 

Now, I will not give her name, and I will not give the location, but 
she was an employee of a J. C. Penney store in my State. She was 
making 60 cents an hour. She is a widow with three children in 
school. 

Now, if she works a’ 40-hour week, that is $24 a week. I certainly 
do not think that any of us would consider that a family wage earner 
could today expect to live under any decent standard of living on 
$24 a week. 

Mr. Gwinn. I think that is right. 

a McDowe vy. That is one of the million that we are talking 
about. 

Mr. Gwinn. We do not know that she is wholly dependent upon 
that wage. 

Mr. McDowe ty. Her other opportunity may be for a widow’s pen- 
sion or some form of relief such as welfare assistance. 

Mr. Gwinn. That is probably what we are talking about here, 
welfare. 

Mr. McDowe tt. I would much rather, or certainly it would be 
much better for her to have the opportunity to earn her own living 
than to have to turn to State or Federal Government for aid. That 
is in supporting her family. 

Mr. Wrer. After listening to this discussion for about an hour, 
would a motion to take a vote be in order, or would it be out of order? 

Chairman Barpen. A vote on what? 

Mr. Wrer. $1.25? 

Chairman Barpen. The gentleman can take a vote on anything he 
wants to. 

Are there any other questions? 

Thank you, Mr. Schnitzler. 

Mr. Scuntrzier. I would like to say on the record, Mr. Chairman, 
and to you and the distinguished members of the committee, that on 
behalf of the officers and members of the American Federation of 
Labor, we deeply appreciate the privilege accorded to us to bring 
to you our views concerning this minimum wage. 

Chairman Barven. Thank you, Mr. Schnitzler, and let me say this: 
The committee is delighted to have your views on it. You should be, 
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and very likely are, an expert on the subject of labor, and we certainly 
need some advice... We do not necessarily have to take it all, but it is 
nice to have and will be useful to us. Thank you very much. 

Mr. Scunrirzter. Thank you, Mr. Chairman. 

Chairman Barpven. Do I understand that Mr. Oliver and Mr. Barkin 
want to testify together ? 

Mr. Oxtver. Yes. And Miss Gladys Dickason also, Mr. Chairman. 

Chairman Barpen. All right, you may proceed. 


STATEMENTS OF ROBERT OLIVER, ASSISTANT TO THE PRESIDENT 
AND DIRECTOR OF THE LEGISLATIVE COMMITTEE OF THE CON- 
GRESS OF INDUSTRIAL ORGANIZATIONS; SOLOMON BARKIN, 
CHAIRMAN OF THE CIO FAIR LABOR STANDARDS COMMITTEE; 
AND GLADYS DICKASON, VICE PRESIDENT OF THE AMALGA- 
MATED CLOTHING WORKERS OF AMERICA, CIO 


Mr. Ottver. Mr. Chairman, my name is Robert Oliver, and I am 
director of the CIO legislative committee, appearing today in behalf 
of the Congress of Industrial Organizations. I have with me Mr. 
Solomon Barkin, who is chairman of the CIO fair labor standards 
committee, and also the director of research for the Textile Workers 
Union, and Miss Gladys Dickason, who is vice president of the Amal- 
gamated Clothing Workers. 

I have a brief statement to make on behalf of the CIO. However, 
I will not take the time of the committee to read that statement. It 
merely states very strong support. for the $1.25 minimum, and it also 
expresses the regret of President Reuther that he could not be here. 
He had planned to be here, and he would like to have appeared before 
this committee, but the important negotiations that he is engaged in 
in Detroit made it impossible that he be here, and he asked that I ex- 
press his regrets to this committee at his inability to take part in the 
hearings on this very important matter. 

Also, I would like to say on behalf of our organization that we sin- 
cerely hope that when the hearings have been concluded on minimum 
wages, that this committee will get into the matter of coverage that was 
talked about very briefly here. We think it is a very serious problem, 
and we think it is one that should be given a very thorough going over, 
and we certainly hope that this committee will give its attention to that 
problem, so that it can come forward with recommendations that will 
meet that very important problem. 

We think that there is economic and moral justification for the $1.25 
minimum wage that we are supporting. Mr. Barkin and Miss Dicka- 
son are well qualified to document this case. They are prepared to 
document it, and I would like to conclude my part of the testimony 
by presenting them to you. 

(Mr. Oliver’s prepared statement is made a part of the record at 
this point.) 


PREPARED STATEMENT OF ROBERT OLIVER, ASSISTANT TO THE PRESIDENT AND 
Director or CIO LEGISLATIVE COMMITTEE OF THE CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Before proceeding with my own statement, I would like to read to the members 
of this committee a brief message from Walter P. Reuther, president of the 
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Congress of Industrial Organizations and of the CIO United Automobile Workers 
of America: 

“Please express to the chairman and members of the House Education and 
Labor Committee my profound regret in being unable to present personally 
CIO's testimony in support of a $1.25 minimum wage and the widest possible 
extension of coverage. Present status of collective bargaining negotiations in 
the automobile industry makes my absence unavoidable. The adoption of realistic 
amendments to the Fair Labor Standards Act is an important priority item for 
CIO even though very few of its members would be affected. Bringing the 
act up to date represents the best kind of public-interest legislation and the 
CIO is proud to join in the campaign for it.” 

For many weeks, President Reuther had expressed a desire to appear per- 
sonally before you, as he did before the Senate Labor and Public Welfare 
Committee. He feels strongly about this measure, as do all the officers and all 
the affiliates of the CLO. 

This morning I am very happy to share the CIO presentation with Solomon 
Barkin, research director of the Textile Workers Union of America and chairman 
of the CIO committee on fair labor standards. Mr. Barkin has devoted many 
years to a detailed study of this question and has made significant contributions 
to the knowledge about and understanding of this very important area of 
legislation. Following our presentation on behalf of the National CIO, a number 
of affiliated CIO unions request the opportunity to make brief oral presentations 
and submit more detailed statements for the record. In the interest of con- 
serving time so that these hearings may be expedited as much as possible, we 
have suggested to our afliliates that they reduce their oral presentations as much 
as possible. A number of affiliates have refrained from requesting any time 
whatsoever for oral presentation, although they have submitted or will be 
submitting written statements. 


AMERICA WANTS MINIMUM WAGE LEGISLATION 


Twenty years ago this Nation had no fair labor standards act. The NRA had 
been declared unconstitutional. The wisdom and need for minimum-wage 
legislation was a subject of serious debate. There was indeed much speculation 
about the beneficial effects of such legislation, on the one hand, and the deleteri- 
ous effects, on the other, In 1938, the proponents of such legislation persuaded 
the Congress of the United States to adopt the Fair Labor Standards Act. 

In the 17 years since the enactment of that act, I believe it is fair and accurate 
to say that the basic philosophical differences about the wisdom of minimum- 
wage legislation have been almost completely eliminated. There are, of course, 
still some diehards with us. There are some few who still argue that setting 
a floor under our wages is wrong in principle. They would still have us believe 
that such legislation is a major threat to our free-enterprise system and to our 
democratic way of life. In a Congress of 531 men and women there are undoubt- 
edly some few who hold such a view. There may even be 1 or 2 on this com- 
mittee. I respect this view—although I reject it with all the vigor at my 
command. I submit, however, that in 1955 it is unnecessary to argue the phil- 
osophical merits of minimum-wage legislation. It has worked. The American 
people approve it. No bill has been submitted to repeal it. 

The question then before us is: What is the right kind of minimum-wage legis- 
jiation. which an expanding, dynamic economy requires in 1955? This question 
has two basic elements: (1) What should be the level of minimum wages, and 
(2) how many wage earners should be included in the jurisdiction of the law? 


EXTENSION OF COVERAGE 


Before proceeding to comment on the first of these two elements, I should like 
to make a very brief statement regarding the question of coverage. This com- 
mittee has decided that the present hearings will be limited to the level of 
minimum wages only. I do not quarrel with the committee as to the wisdom 
of this procedure. The question of coverage is undoubtedly a very complicated 
one and might require such protracted hearings as to make action on the mini- 
mum wage during this session of Congres rather difficult. I want to state most 
emphatically, however, that it is CIO’s fervent hope that the committee has 
merely separated*the question of coverage, and not abandoned it. We recom- 
mend to the committee that as soon as action is completed on the level of the 
minimum wage that either the full committee or a subcommittee thereof proceed 
forthwith to the necessary study and action in this most important area. 
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The action of the administration in this matter of coverage is shocking and 
disgraceful. For almost 2 years now, the President, the Secretary of Labor, 
and other spokesmen for the administration have been speaking brave words 
about bringing the benefits of the Fair Labor Standards Act to millions of addi- 
tional workers. Speaking before the national convention of the CLO in 1953, 
the Secretary of Labor declared : 

“I do not believe that we have established the type of floor under our national 
wage structure that a prosperous America wants and must have if so substantial 
a number of our workingmen and workingwomen are without the safeguard of 
minimum wages. Not only is their position dangerously insecure, but as long 
as such a condition exists it imperils the economic status of those workers who 
are lucky enough to be covered by the law or are represented by strong unions 
in profitable industries.. With almost two-thirds of working Americans unsup- 
ported by our minimum-wage statute, the ability of too many of our people to 
save and buy the things they need and want is seriously impaired.” 

These were eloquent and noble words. No one then questioned their sincerity. 

Today, unfortunately, that sincerity is very much in question. 

On April 14, 1955, the Secretary of Labor appeared before the subcommittee 
on Labor of the Senate Committee on Labor and Public Welfare and presented 
the administration’s recommendations on amendments to the Fair Labor Stand- 
ards Act. In his testimony, the Secretary. submitted recommendations on cover- 
age which, in CIO’s judgment, were altogether too timid. We criticized those 
recommendations for their timidity. We were disappointed that after almost 
2 years of reference to the 20 million wage earners presently uncovered, the 
Secretary was proposing extension of coverage to only 2 million additional 
persons. Before the hearings before the Senate were concluded, however, even 
this timid proposal vanished into thin air. The retail lobby had spoken. The 
pressures had been exerted. The administration had run for cover. 

This week; the Under Secretary of Labor gave testimony before this committee 
substantially similar to that given by the Secretary on April 21—with the im- 
portant exception that he made it clear that the administration was not in 
fact recommending even the limited extension of coverage discussed in his 
testimony, but was merely pointing out certain areas for the committee’s 
deliberations. Now, I submit that this is inexcusable doubletalk. Does or does 
not the administration advise this committee to bring in an additional 2 million 
workers under coverage? Will or will not the administration urge its supporters 
to vote for such action? 

I charge it is unfair and demagogic for the administration to attempt to get 
credit for urging, in principle, that the act should be extended but then to refuse 
to say positively to the Congress that it recommends even one particular worker 
for this expanded coverage. I realize the difficult position the Labor Depart- 
ment has been put in by the President’s refusal at his recent press conferences 
to endorse the Department’s proposals, but the Congress is certainly entitled to 
know just who speaks for the administration and just what are the administra- 
tion’s wishes. I hope that when this committee conducts its hearings on cover- 
age, it will succeed in getting a clearer statement from the administration as to 
what its wishes are. 

One cannot be for extension of coverage in the abstract. One cannot merely 
want “millions more” brought under the act without saying where those millions 
would come from. The CIO believes that about 6% million workers should be 
brought under coverage, and we are prepared to say just who they are. 

In the light of this committee’s decision not to consider coverage at this time, 
we do not wish to burden the record with our specific argunentation. I wish 
merely to point out at this time that we support the kind of expanded coverage 
which is included in H. R. 6, 64, 135, 215, 255, 537, 539, 576, 1818, 1828, and 5133. 
Mr. Barkin’s statement contains a summary of these proposals. Earlier this 
week, several members of this committee submitted bills on retail coverage. 

The CIO will be prepared to provide detailed testimony in this matter of 


coverage whenever your committee proceeds to this question. We hope it will 
be very soon. 


A $1.25 MINIMUM WAGE 


As indicated above, we believe there is almost unanimous agreement that 
there should be a Federal minimum wage. There is significant difference, how- 
ever, on the level of that wage. The present wage—enacted in 1949, even though 
the House Labor Committee characterized it then as already out of date—is 
75 cents. The administration recommends that it be raised to 90 cents. The 
CIO recommends that it be raised to $1.25 per hour. 
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Raising the Federal minimum from its present obsolete level of 75 cents 
to $1.25 will help do the following: 

1. It will contribute toward the elimination of poverty by requiring the 
payment of wages more closely approximating decent living standards; 

2. It will help safeguard the humane wage standards achieved by organized 
labor and which are now threatened by sweatshop competition ; 

3. It will provide protection for those enlightened employers who have 
seen the need and the wisdom in paying decent wages; and 

4. It will play an important role in assuring an expanding economy in 
which ever-rising standards of living may be provided for all American 
families. 

There are some who profess to see something wrong, something conspiratorial, 
perhaps even subversive, in the fact that every segment of organized labor is 
behind this objective of a $1.25 minimum wage and that many other groups and 
a large number of Congressmen are-similarly supporting this figure. There is 
really nothing very mysterious or unusual about public opinion rallying behind 
a program that seems fair and realistic. It happens all the time in a democracy 
where communication is free and open and where the right to petition and to 
advocate is protected. A solid case has been made for a minimum wage of at 
least $1.25, and open-minded citizens and organizations and Members of Con- 
gress have joined in the common effort to promote it. 

Admittedly, there is nothing magical or superexact about the $1.25 figure. 
But neither is that figure capricious or arbitrary. It is supported by facts and 
it is justified by logic and economic justice. There is no formula which can be 
applied automatically and which would result in the proper minimum, down 
to the last penny. But there are a number of guideposts to help us think 
through and work out the minimum wage. Among these are changes in the 
cost-of-living, increase in productivity, general wage changes in American indus- 
try, ability of industry to pay higher wages, and the history of past minimum 
wages. In his detailed testimony, Mr. Barkin will discuss each of these and 
others. 

To us in the CIO, the $1.25 figure seems to be a realistic, appropriate objective 
at this time. 

It represents a continuation of the forward march of American economic prog- 
ress which has made our economy the marvel and the envy of the world. It 
represents both the requirements of economic justice and of economic wisdom. 

Economic justice would be served by the elimination of substandard wages 
which are inexcusable in an era of automation and atomic energy. 

Economic wisdom decrees that, in our rapidly expanding economy, steps should 
be taken to assure an ever-rising consumer income to match our ever-rising 
productive power. 

There can be—and there certainly seems to be—honest difference of opinion 
as to how high the minimum should be raised. Bills have been introduced for 
amounts ranging from 90 cents to $1.35. Until only a few weeks ago, there had 
not been a single bill introduced in support of the administration’s recommenda- 
tion of 90 cents. There is now one such bill. I think this reflects the volume of 
support which the administration’s unrealistic proposal has obtained. 

There seems to be rather general support for a minimum wage higher than 90 
cents—but some concern has been expressed about how much higher we can 
safely go. Although Mr. Barkin will handle the details of our argumentation, I 
should like to make an observation to demonstrate how very unrealistic the 90- 
cent recommendation is, and how reasonable are our proposals for a $1.25. 

During the earlier sessions of these hearings, the chairman of the committee 
stated for the record the general lines of his thinking on this question. Although 
he disagrees with this type of legislation, he stated, he agrees that since it is on 
the statute books it ought to be raised to some proper figure. This is a very 
realistic and fair statement, and I commend him for it. On Tuesday, June 7, the 
chairman recited some of the history of past increases and implied that perhaps 
we were inclined to move too fast at this time. He indicated that he could 
support a figure of 90 cents, perhaps 95 cents. I should like to point out to the 
chairman that the figure he himself submitted in the record justifies a figure 
much higher than 90 cents. 

Between 1939 and 1949, the minimum wage was increased from 25 cents to 75 
cents. This represents a 200 percent increase for the 10-year period. A $1.25 
minimum in 1956, in relation to the 75 cent minimum, would represent a 67 
percent increase over a 6-year period. This is certainly not unreasonable. A $1 
minimum would mean a mere 33 percent increase over a 6-year period. How 
much more timid can we get? 





AMENDMENT TO INCREASE THE MINIMUM WAGE 423 


If this comparison is made in cents per hour rather than percentages, the 
result is less spectacular, but still very impressive. Over the first 10-year period, 
the increase was at an average of 5 cents a year. Certainly with wages now 
much higher, the 5-cents-a-year increase is modest enough. This would require 
a 30-cent increase for the last 6 years—or a $1.05 minimum. 

I cite these comparisons merely to point out to the chairman and to the com- 
mittee that no particularly radical proposals are being made. The past is a safe 
guide to our present and future actions. 

The past is also a safe guide as to the ability of our magnificent economic 
system to adjust to realistic changes in the minimum wage. It did so in 1939 
and it did so in 1949. And it will do so again in 1956. We in the CIO apparently 
have much greater confidence in our free enterprise system than do the official 
spokesmen for business and the representatives of this business-oriented admin- 
istration. 

The Department of Labor’s study on the 1950 increase is eloquent testimony 
to the reasonableness of the congressional action that year. There is no evidence, 
moreover, that the country could not have adjusted to an even greater increase 
in the minimum. Yet the records of the hearings then bulged with dire predic- 
tions of unemployment, business closings, etc. The prophets of doom and gloom 
were proved wrong then and they will be proved wrong again. 

The 84th Congress now has a long-overdue opportunity to write another chapter 
in America’s never-ending story of economic progress, of lifting the standards 
of living of its people, of combining economic justice with economic wisdom. 
The CIO urges the Congress to write this chapter by the adoption of a $1.25 
minimum wage and proceeding without delay to a consideration of extension of 
coverage to millions now deprived of the protection of this vital act. 

The case for a substantial increase in the Federal minimum wage can be 
summed up in a brief quotation from the man who was President of the United 
States when the Fair Labor Standards Act was first enacted. President Roose- 
velt declared : 

“The test of our progress is not whether we add more to the abundance of those 
who have much. It is whether we provide enough for those who have too little.” 


Mr. Oxtver. First, Mr. Barkin, who will proceed with a very thor- 
oughgoing documentation. I think Mr. Barkin is as well qualified 
as anybody not only to offer the justification for the figure that we are 
supporting but also to give expert testimony on the impact of this 
figure or any other figure that may be under discussion on the economy 
of the country. 

Miss Dickason can very ably join him in that presentation. I would 
like to have Mr. Barkin proceed on behalf of the Congress of Indus- 
trial Organizations. 

Mr. Barxrn. Mr. Chairman and members of the committee, we 
have devoted ourselves rather fully to the exploration of this problem. 
I have presented the chairman and several members of the committee 
with a series of fact sheets which are 21 in number, and a compendium 
of almost every aspect of this problem, and which we hope the chair- 
man and the members of the committee will accept for the record. 

That particular compendium studies the problems which Mr. Gwinn 
has raised and which are likely to be raised through the discussion 
of this problem. I am sure that if we happen perchance to have 
missed any aspect which interests you, we could further elucidate on 
those matters. We have made these tremendous studies in order that 
there be no aspect of impact or effect which would be overlooked. I 
shall not read my presentation here today, but I shall again request 
that it be putin the record. That attempts to summarize the material 
and conclusions and facts which we have gathered in this connection. 
I should like to just run through this rather summarily in order that 
you may. be acquainted with it and possibly there may be aspects of 
it on which you would like me to dwell at somewhat greater length. 

63489—55——29 
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Our major contention, Mr. Chairman and members of the com- 
mittee, is that the people who we are concerned with, the people under 
the $1.25 per hour, we consider to be economically disenfranchised, 
and I am now reading from the statement, which has the forbidding 
phrase “comprehensive statement,” and because it is comprehensive 
we are only going to highlight some of the major conclusions and 
facts and arguments. 

We are seeking improvements of wages for the economically disen- 
franchised. We call them disenfranchised because one of the impor- 
tant facts which we would like to impress you with is this: The people 
under the $1.25 an hour are largely unorganized workers. They do 
not belong to the trade unions of this country. We are appearing on 
behalf of them—the inarticulate, disorganized, unorganized, unable 
to bargain with their employer—because we believe that in this area 
there is a particular responsibility of Government to correct an in- 
equality which now has been created by reason of the change in cost 
of living, the change in productivity, and the change in the wage level 
of this country; and if Mr. Gwinn were here, I would even like to 
dwell on the profits of the corporations and noncorporate businesses 
in the manufacturing and nonmanufacturing industries now covered 
in this law. 

In the fact sheet No. 20—and I am just making this reference here— 
we have a thorough exploration in this sheet of the problem of profits, 
not merely by manufacturing but each division in the manufacturing 
industry, and within each subdivision thereof, to show that the impact 
that Mr. Gwinn is concerned with has been properly measured and 
that the industries not only can absorb it from profits but can absorb 
it from increased productivity which we are witnessing in these very 
substandard industries. 

We are saying that legislation must be passed to raise the minimum 
to eliminate the sweatshops in these low-wage industries. Mr. Barden, 
we have, on page 2, a short paragraph which I think will interest you. 
We say that we believe in legislation here because legislation is needed 
to assure the increases shared in our industrial productivity among the 
unorganized and low-wage workers. Minimum wages are imperative 
to provide a more realistic floor to compensate workers for their skills 
and reward them for the hazards and risk they face on their jobs. 
Then we say that the farmer has learned the same lesson. He has 
demanded and secured a price floor for the inhumanity of the market 
which deprived him of the rewards. 

The very things you have pointed out, the nature of our market, and 
the price market is such that it is always not as human and as con- 
cerned with the reward for human application, ingenuity, and effort, 
as we would like it to be. That is where legislation comes into play. 

Chairman Barpen. Just one minute. In view of your personal ref- 
erence to me, and calling attention to the support price, I think the 
gentleman is well aware of the fact that it has been definitely proven 
that unless there is control by the Government of the amount of the 
production, that a price support will not work. Otherwise you run into 
your butter situation that you folks have raised so much sand about, 
and abused the Government and everybody that had anything to do 
with it for fixing a support price on butter that would sustain the 
producer of butter. Then the control of production was not there, 
and the result was that butter was running out of our ears everywhere. 
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Now, you cannot make any such comparison with that because those 
controls are voted on by the people themselves, that is the support 
price and the program is voted on by the wheat people and by the 
cotton people, and by the tobacco people, and along with that support 
price goes the control of acreage, and the control of production. So 
there is no analogy between what you say is the minimum wage, and 
the support price. One isa fixed proposition and the other is definitely 
not fixed and is supported by the Government, on which I might say 
the Government has not experienced any losses except when it began 
to deal with commodities that the production of which were not 
controlled. 

I just thought that word of explanation ought to go in at that point. 

Mr. Barxtn. I think that your comment is both relevant and accu- 
rate concerning the situation, and that is why it makes it even more 
fortunate in the industries that we have covered that the Government 
can set a minimum-wage floor without dealing with the problems of 
production. In the manufacturing industries, and in the industries 
covered here, the problem of production and the problem of cost adjust 
themselves much more easily than they have in the agricultural area. 

Chairman Barpen. Well, production is tied to it, but we would not 
get into that discussion now aida you could fix a wage that would 
have a depressing effect mo roduction, to the point that you would 
have an inadequate supply. When you did that, everybody would 
pay through the nose, because immediately, as you know, and as I 
know, any commodity that gets scarce goes up. It does not make any 
difference what it is. I remember so well that Lindsay Warren, the 
former Comptroller General and myself, and several others, were 
interested in passing the Potato Act. That was a tax to control pro- 
duction of them. Well, they issued twenty or twenty-five thousand 
dollars of tax stamps and printed them, and about the time they had 
the tax stamps printed, the Supreme Court said the act was no good. 
It went out with the NRA decision. Immediately every stamp col- 
lector in America knew that there would never be any more potato 
stamps. So, what happened? They made a rush for the Department 
down here and bought every stamp they had printed, and it is the only 
act of Congress I know of in the history of this country that the Gov- 
ernment made about $25,000 net just by printing this stamp. It was 
never used. 

Well now, if you begin to tie your production in with your wage 
hour, you will have trouble. It would not be as simple to explain 
as your support prices with agriculture. I come from an agricultural 
section, and even though I would like to see all of my farmers pros- 
perous, the cold facts are that we must realize that the Government 
cannot go into an overall support price for agricultural commodities 
any more than it could go into an overall support price for shirts 
or clothes or shoes. It will not work and there is no analogy. 

Mr. Oviver. I would like to point out, if I may, Mr. Chairman, 
that one of the reasons that we had butter running out of our ears 
is the fact that the American people did not have income sufficient 
to permit them to buy it. I am sure that the consumption of butter, 
or any other farm commodity, will increase as the purchasing power 
of eee goes up. 

hairman Barpen. Why has it not worked with tobacco? Why 
has it not worked with other commodities from the farm? Now, 
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cigarettes are selling for just exactly twice as much as they were 
selling for, and the farmer is not getting a penny more. Why did it 
not. work? 

Mr. Otiver. Cigarettes are selling, and consumption of cigarettes 
is at an all-time high, and we have suggested on numerous occasions, 
that the Congress of the United States go into this problem of what 
occasions the spread between what the farmer gets and what the con- 
sumer pays. 

Chairman BaArven. I can give you a better idea; that the Govern- 
ment get some of the things that they are tinkering with. 

Mr. Ottver. I would suggest to the Congressman, that if he were 
to propose that to any constituents he may have among the tobacco 
raisers, he would find that they would not share his opinion. 

Chairman Barpen. Let me tell you something. I know my tobacco 
raisers better than you do, a whole lot better. It so happens that I 
drew the first tobacco contract ever drawn for the program. Those 
farmers vote on that program, and it is not in operation any longer 
than they want it to operate. It is their program. 

Mr. Outver. That is true, and that would indicate then that they 
do want the program, rather than the contrary. 

Chairman Barpen. Surely they want the program and they are 
going to have it. The only time they ever voted it down was when 
the Federal Government came in and began to write a pile of regula- 
tions that were impracticable, and completely unworkable. When they 
did, they just voted it down overwhelmingly. 

Mr. Ouiver. That assumes that your choice is between two pro- 
grams, and that you can no longer seek methods of meeting the 
problem. 

Chairman Barven. We are belaboring this rather incidental mat- 
ter, but the point I was making is that the support program in agri- 
culture has no relation to this. But I have called to the gentleman’s 
attention this one thing, that if you are going to begin to fix the 
minimum cost of production, which is what we are approaching, and 
we try to play alike, the raising of wages will not affect them. But 
it will definitely affect them, if we are going to fix the cost. We may 
have to explore the field as te what kind of further supports may be 
available, and God forbid that that be necessary with agriculture. 

Mr. Ottver. I do not want to belabor the point, but in view of the 
fact that the chairman did yesterday, for a considerable length of 
time, talk about labor’s lack of interest in the farm problem, I brought 
with me today President Reuther’s testimony before the House Agri- 
cultural Committee, and the members of this committee have been 
furnished copies of this, together with the other Members of Con- 
gress. Chairman Cooley, of that committee, characterized this testi- 
mony as one of the finest statements on the agricultural problem 
that he ever heard. I would like to place in the chairman’s hands a 
copy of this testimony. 

hairman Barpen. I have seen the testimony, and I know Mr. 
Cooley. I think both will speak for themselves. 

Mr. Barkin. Mr. Chairman, and members of the committee, it is 
our contention that the great problem this group of people with whom 
we are concerned are faced with is obviously the problem of keeping 
up with the problems of rising prices which have occurred, par- 
ticularly during the first few years after 1950, and also their proper 
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sharing in the rising productivity and in the rising wage levels of our 
country. We are very much concerned in increasing the buying 
power of this group, hoping thereby to increase the demands on some 
of the sectors of our economy which are not enjoying the prosperity 
and the activity which they should. We want to emphasize again 
that the real reason for low wages in our economy in these industries 
is the fact that the workers involved have not as yet secured the 
economic power with which to obtain a decent level of wages to which 
they are entitled. Consequently, it is this kind of industry where law 
and Government should intercede. 

The workers’ weak bargaining power results in low wages both in 
high- and low-profit industries. This situation exists in highly com- 
petitive as well as semimonopolistic industries. It persists whether 
the particular industry earns high or modest profit. It continues 
when the industries are experiencing unusual increases in productivity 
and where workers skills are rising. Low wages are rooted primarily 
in low-bargaining power. Competitive forces in some industries in- 
hibit improvements in wages, and when the industry is making money. 

The low wage fringes insist on exploitation of the labor force, and 
resists higher wages. It also prevents those employers who are willing 
to increase wages from acting. The union experience in low-wage in- 
dustries will be presented to you in great detail in the supplementary 
briefs which numerous unions will be furnishing you. Moreover, 
we want to point out this important fact: The undeveloped industrial 
areas throughout the country will benefit greatly from such an in- 
crease. ‘They had until recently depended upon attracting the low- 
wage industries of our country. Now, they have matured. They 
have built up large buying markets. They have found large natural 
resources. They have created new scientific centers, and organized the 
needed educational institutions for their own growth. They have 
the foundation for the future. Their needs are to sustain these through 
adequate local markets. 

The increase in the minimum wage will help continue to build the 
buying market which these areas have developed, particularly during 
and since the war. Low wages will discourage rather than encour- 
age the building of modern industries in these areas. 

The modern industry demands ambitious, responsible, forward 
looking employees who can be recruited primarily from high-wage 
areas. The executives and employees want to live in progressive com- 
munities. Low wages do not provide for such a setting. 

The opposition to higher minimum wages does not spring from the 
great mass of industry. They have come to believe in the principles 
of sharing productivity, raising wages with increases in cost of living, 
and using profits for mutual advantage. They have learned that a 
mass market is essential to the growth of industry, but the opponents 
have been schooled in older and outmoded philosophies, and have 
tenaciously clung to them while American industry has marched on. 
Their conservatism encourages managerial inertia which has very 
frequently impeded their progress. 

Low wages are injurious to the person receiving them, but also 
to the communities and nations which tolerate them. We have created 
special welfare economies for these low-wage industries. 

The public and the Government is supporting these laggard em- 
ployers by maintaining their employees, as one of the members of the 
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committee indicated, through direct grants or high costs of social 
and human neglect. 

Members of the committee, we believe, and everybody else is in 
agreement, that 75 cents is obsolete. Fortunately, we do not have to 
argue that matter. The primary question before your committee is 
not whether we should revise the minimum wage law, but at what 
level the new minimum should be placed. We are appearing before 
you, urging a universal $1.25 minimum to eliminate substandard 
wages. 

Now, what will be the impact? Very frankly, gentlemen, the De- 
partment of Labor has not presented to you an adequate enough 
survey and materials on which you could make the judgment. They 
have appeared before you and argued that there is a coverage of 24 
million people under the present law. If you will examine their 
statistics carefully, you will find that that related to September of 
1953. The wage figures which you have presented relate to April 
of 1954, and frankly, I think they have not done justice to the material 
which they have submitted. 

We have attempted to recalculate what will be the impact under the 
present coverage of an increase in minimum wage, and if I may ask 
you gentlemen to look on page 10 of the statement which we have 
furnished, it is the so-called comprehensive statement, these are our 
figures for May of 1955. To be perfectly accurate, it is really the 
employment figures of 1954, and the wage survey of the BLS for April 
of 1954, corrected for the wage changes from April 1954 through May 
1955. This material, and the manner in which it was derived, is 
described on pages 7, 8, and 9 in summary, and we have furnished a 
rather detailed methodical explanation in our fact sheets. 

But these are the important facts, gentlemen. A $1 minimum would 
actually only affect 1.271,000 people, 5.7 percent of the covered em- 
ployees, causing an increase in payroll of $343 million, and costing 
only four-tenths of 1 percent on payroll. $1.25 would only require a 
direct payroll increase of 2.1 percent on payroll. So that the figure 
that Mr. Larson presented, and the argument which Mr. Larson pre- 
sented to you seems to me, and my studies on this support the con- 
clusion, that the Department of Labor in its anxiety to overdraw the 
impact of the administration’s proposal, to frighten the Members of 
Congress, have not presented to you an accurate picture of the impact 
of the minimum wage which will result from the adoption of any of 
the minima which we are considering here. The reasons they have 
overdrawn their figures, and exaggerated the impact, are the follow- 
ing: They have used April 1953 coverage figures when actually their 
wage data is April 1954. They have overlooked the wage increases 
which have taken place in American industry from April 1954 to 
June of 1955, in this year. That is a period when wages, as my state- 
ment indicates, have increased by 6 and 7 percent throughout American 
industry. We have furnished that kind of data to you. 

They have overlooked the fact that their figures exaggerate the 
impact by including exempt people, learners, handicapped, and exempt 
groups from the population. These are now exempt under the law. 
They have included in their exaggerated estimate, all of these people 
who are now specifically exempt as learners and handicapped people, 
and exempt groups. 
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Thirdly, they have also overlooked the impact of the legal permis- 
sion under the law of considering shift differentials conforming to the 
requirements under this law. They have also overlooked the fact that 
the special wage survey which they submitted for April of 1954 on 
their own admission shows a wage-level difference. In the testimony 
before the Senate, I contended that there is a difference of 3 cents. 
They say it is 83 cents. After considerable technical discussion, they 
concluded it was 3 cents, and so I will accept their minimum estimate 
that there is a difference in figures, a likely understatement of the 
level of wages in the wage survey which they have made, of 3 cents. 

So if you include the 5-cents an hour increase in the level of wages 
from April 1954 to the present, and if you include a 3 cents difference 
in the level of wages, average wages, because the wage survey which 
they made is much less than the monthly survey, you get the corrected 
figure which I show in the third column of table No. 1. I think the 
corrected figure is a much more accurate approximation of what the 
impact of the law of $1.10 and $1.25 would be than the estimates which 
the Secretary of Labor has presented on behalf of the administration. 

The importance of it is, as you remember, gentlemen, is that Mr. 
Larson argued that he does not want an impact greater than the 
impact in 1950. Now, we disagree with that proposition. But even 
assuming that you accept his measure of tolerable impact, you find 
even on that assumption, that in view of the fact that during 1950, 
the impact affected more than 6 percent of the employees covered by 
the law, 1.3 million represented some 6 percent of the employees, 
and the payroll increase was over one-half of 1 percent, he should 
have recommended, if we were following that criterion, somewhere 
around $1.05 to $1.07 an hour. My indictment here is that the De- 
partment of Labor, in overdrawing the impact because they have 
not evaluated the factors which we have just outlined, have there- 
fore exaggerated the impact and advised the President of the United 
States on an improper figure, and consequently, thereby not permitted 
the employees the proper protection which they should expect from 
an agency dedicated to the interests of labor as originally constituted. 

We have argued therefore, that $1.25 appears to us to be the reason- 
able and proper step for us to take. In a number of the bills there 
is permission for committees to raise the minimum for those specific 
ndustele to $1.50. That kind of procedure seems to us to be a very 
practical and wise one because we worked under it for many years. 

This first peg point, $1.25, appears to be supported, to us, by the 
rise in the cost of living, by the rise in productivity, and by the rise 
in the wage level of this country. Incidentally, so that our conten- 
tion not be considered to be merely a partisan one, and my own studies 
be considered to have been prompted and inspired merely by partisan 
interests not partisan in the sense of Democratic or Republican, but 
partisan in being an advocate for the proposal which we are sup- 
porting, I may note for your attention that Mr. Patterson, the Con- 
gressman from Connecticut, had included in the Congressional Record 
of April 26, 1955, a report by the Legislative Reference Service of 
the Library of Congress, in which the problem of the minimum wage 
was discussed. The conclusion of the Legislative Reference Service 
was, and I quote: 


The determination of a new minimum wage to become effective probably in 
1956 would have to consider not only the increases in the cost of living, but 
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the rise in productivity during the 6 years since the last minimum became 
effective. An equitable minimum wage would take into consideration increases 
in the cost of living, and rises in productivity at the annual rate of 3 percent, 
and would justify a minimum hourly wage rate of about $1.05 an hour. 

Now, there was a mere statistical determination from the Legisla- 
tive Reference Service concerning that matter. We know what the 
changes in wages are in this country. We have just seen the signifi- 
cant advance negotiated by the United Automobile Workers and the 
Ford Manufacturing Co. and others are coming, and the steelworkers 
are negotiating, and other unions, and other employers are granting 
wage increases. 

This group with which we are concerned here is ineffective, immo- 
bile, unorganized, unassertive, and all of the other descriptions which 
come with lack of organization, making them unequal to the task of 
bettering themselves. They need the helping hand of legislation. 

We have in our statement also referred to the budgets and the cost 
of living, and what is required to get some kind of decent living 
standard. From those studies one can immediately derive the con- 
clusion that $1.25 is a very modest first step. 

We have referred here, in our statement, to the rise in national 
productivity. We have also indicated to you that even in terms of the 
Department of Labor criteria, of the increase of 1950, that a rise of 
somewhere near the $1.05 and $1.10, that is, a comparable increase in 
wages and impact of 1950 would justify a $1.05 and $1.10 minimum. 
But if you took the impact of the original 1938 law, and the original 
1939 act, you had in those increases impacts 2 and 3 times that of 1950, 
You must recall that the 1950 amendment was a very modest one. It 
had to take up the lag between legislation in 1938 and legislation in 
1949. This one jump resulted in a very modest step being taken at 
that time. 

The report of the committees, the joint committee negotiating be- 
tween the House and the Senate, also acknowledges the modesty of the 
result. We point out in our statement that we believe that a $1.25 
minimum wage is justified. These substandard workers in these in- 
dustries have not shared in the wage increases which have been taking 
place from 1950 to date. 

That is the significant fact. This, gentlemen, is what I think I 
would like to dwell on a moment. Remember the reason these people 
are substandard now, even in terms of 75 cents, is that they have not 
enjoyed the wage increases which the workers in other industries have 
enjoyed from 1950 to date. That is the primary reason. That is 
the reason we need legislative correction. They have not enjoyed 
these same increases. When the automobile workers, or when the 
steelworkers, or the electrical workers, or rubber workers, the bakers, 
the machinists, and the truck drivers all had wage increases, these 
people did not get those increases. That is the primary reason for 
this lag in wages. ‘These people, moreover, may I indicate, are not 
as was sometimes suggested, people without skill, and without train- 
ing, and working on retirement. These are active people. I wish 
I could bring to you the people who work in these substandard indus- 
tries. We had these people before the Senate. People from North 
Carolina, South Carolina, Pennsylvania, the Midwest, the far West. 
We had them here as witnesses, These are people, many of them 
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women, and many of them are men with families, and many of them 
with public- and high-school education, and many of them engaged 
in the most skilled work in this country, and they are repressed by 
circumstances. They stay in the communities in which they now are 
because of family circumstances. They do not have the bargaining 
power. It is wrong to suggest that they are lacking in skills, lacking 
in education, or lacking in training, because that would be an untruth. 
It reflects the lack of familiarity with the people in these industries. 

The other fact we know is that the reason these industries, or many 
of the wages in these industries are low, despite the high profits in 
some of these industries, is that the competitive factor has restrained 
workers in them. That will of course be presented to you in many 
different ways. 

I would like to dwell now just a moment on the subject of profits, 
since that has been raised. 

We have made a rather thorough study of the problem of the profits 
of industry in the specific branches, and I refer to a special study in- 
cluded in the fact sheets which we have presented, fact sheet No. 20. 

We have calculated it for food, tobacco, textile products, furniture, 
chemical, and the whole list of them. We have presented that as a 
table. In fact sheet No. 20 our table No. 1 shows that it would only be, 
for example, in food, 9.4 percent of the estimated profits of 1954. And 
you must remember 1954 profits, gentlemen, were at a low in many of 
these industries. Tobacco 5.7 percent, and textile 56.2, 

In some industries like machinery, where practically nobody gets 
affected by the minimum wage, even $1.25 will affect profits only by 
one-tenth of 1 percent. 

Now I would like to present to you, gentlemen, a chart which we have 
prepared, and which is in part reflected by these charts which we 
have—the chart as you have it is in slightly different form, but this 
is before the corrections, because at the time this was prepared, we 
had not as yet developed with the Bureau of Labor Statistics all of the 
figures that were necessary for making the adjustments which we 
have in table 1 of the submission. We have called this the additional 
annual income. 

If we assume, as a maximum, in our submission here, this 2,056,000 
is actually reduced to 1,636,000 as a direct impact of $1,25—this is 
the way in which you see that in chart No. 3. You see what the impact 
is on various expenditures, $606 million of the increase of $2,056 
million will go for higher food expenditures. The $222 million goes 
for the repayment of debt. That is a rather interesting fact, that 
all of these people who are in the lower income groups are well in 
debt as well as many of the higher ones. This is what would hel 
relieve the pressure on our installment and credit institutions which 
some people are worried about as having to carry too much of a debt 
at the present time, and threaten our economic activity in the second 
half of the year. 

(The charts referred to follow :) 
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CHART NO. | 


MAXIMUM NUMBER AND PERCENT OF COVERED EMPLOYEES 
AFFECTED BY HIGHER MINIMUM WAGE RATES 


APRIL 1954 


CORRECTION FOR INCLUSION OF EXEMPT GROUPS LEARNERS, APPRENTICES HANDICAPPED WORKERS 
LOW WAGES OF UNCOVERED WORKERS & NON-COMPLIANCE 


CORRECTION NEEDED FOR OVERESTIMATION DUE TO (1) EXCLUSION OF SHIFT DIFFERENTIAL FROM HOURLY 
EARNINGS; (2) DISCREPANCIES BETWEEN BLS DISTRIBUTION AND INDUSTRY STUDIES AND MONTHLY 
EMPLOYMENT AND EARNINGS REPORTS: AND (3) WAGE INCREASES SINCE APRIL 1954 
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CHART NO. 2 
MAXIMUM ANNUAL INCREASE IN PAYROLL COST 
RESULTING FROM HIGHER MINIMUM WAGE RATES 
PER DOLLAR OF PAYROLL 


APRIL 1954 
CORRECTION FOR INCLUSION OF EXEMPT GROUPS. LEARNERS. APPRENTICES. HANDICAPPED WORKERS. LOW 
WAGES OF UNCOVERED WORKERS & NON-COMPLIANCE 
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CHART NO. 3 
DISPOSITION OF ADDITIONAL INCOME DERIVED FROM 
HIGHER MINIMUM WAGES BY FAMILIES OF AFFECTED WAGE EARNERS 
APRIL 1954 
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CHART NO. 4 


PERCENT INCREASES IN PER-FAMILY EXPENDITURES 


OVER SPENDING AT $1,500 INCOME 
AT HIGHER MINIMUM LEVELS 


APRIL 1954 
TOTAL 


AUTOMOBILE TRANSPORTATION 


HOUSE FURNISHINGS & EQUIPMENT 


SOURCE: CIO FAIR LABOR STANDARDS COMMITTEE FACT SHEET NO. 13 


Mr. Barkin. Then there is $225 million for increased clothing. I 
can tell you that we in the textile industry, and certainly in the cloth- 
ing industry, can use that additional business and absorb some of the 
tremendous unemployment that we have in our industry. Here is the 
food bill. That is $606 million more in food. This $283 million 
here is for transportation. If they have that, they can keep more of 
Detroit going. If we can get that money into circulation as quickly 
as nosis and keep all of the various transportation systems going, 
that way we could assure the continuance of prosperity and high 
activity. 
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This $481 million is for housing. That is, house rents and mort- 
gage payments would be sustained. 

Gentlemen, I would like to suggest that this is an answer to the 
doubts and concerns which we have for our economic activity for the 
second half of this year and for next year—bringing this extra pur- 
chasing power into our economy. And it multiplies, in the opinion of 
many of us studying the problem, about 314 to 4 times over a year and 
a half period. That could really keep our economy going, at a very 
nominal cost. As a matter of fact, it would be a stimulant to the 
ingenuity and to the organization and to the productivity in these 
particular industries. 

We have the story in one other manner, which you have in a chart 
which I have presented. What happens to a worker when he gets 
an increase? When he goes up to $1,800, as over and against the 75 
cents or the $1,500, he increases his food expenditures by 14 percent. 
When he goes up to $2,500, he increases the food expenditures by 49 
percent. His housing expenditures go up 16 percent. His furnish- 
ings and clothing go up by 72 percent. Automobile transportation— 
here is what the automobile industry gets here. As soon as a worker 
gets up into the $1 bracket, you see how the tremendous increase in 
automobile expenditures comes in. That is what makes America. 
This is what makes the automobile industry—the expenditures on 
household equipment are the same way. When people begin to rise 
to this income level, they begin more and more to really enjoy some 
of the fruits of American ingenuity and industry. 

These figures were developed and were shown in this form in co- 
operation with the Department of Labor. Their original surveys 


were seeking out the information and ying to get this evaluation. 
1 


When you get this kind of result, you see how important it is for 
the American economy and American standard of living. Up until 
this time, they could not even enjoy the modicum of the benefits of 
modern industry, either in transportation, or in household furnish- 
ings. 

Gentlemen, we have submitted a rather lengthy statement to you, 
und I will close at the present time knowing that I have just covered 
a very few of the highlights. These are some of the significant con- 
clusions from the studies which we have made. We submit to you 
that any of the information, or any aspect. of this problem in which 
we can be of help to you in enlightenment and study, and experience, 
we shall be very happy to cooperate. 

Many of us, including myself, know this problem most intimately. 
1 have been concerned with minimum wages and its operation under 
the laws for well on to 20 years. We can tell you about the experience, 
and about the enforcement, and about how employers adjust them- 
selves to it, and in conclusion, I just want to tell you this: We know 
that the fears and the concerns which exist among men who have not 
faced up to these problems is far out of proportion to the realities and 
to what they will find when the new law is passed and when the 
higher minimum is passed. We know from past nay me and 
we know from our collective-bargaining experience the fear is greater 
than the- fact. We know that manufacturers and employers, when 
they have to do this by law, will find that this will be a stimulant 
rather than a concern. We could unfold to you case after case— 
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management, just needing the extra kick to become better managers, 
and to learn their business better. 

You might say, “Well, profits are enough; the desire to make profit 
is just enough to make a man as efficient as he wants to be,” but 
strangely enough, these kinds of legislation and collective bargaining 
are probably the extra impulse necessary in management to move 
them ahead. We are very profoundly convinced that American pro- 
ductivity is considerably propelled by the very existence of a forward- 
looking trade-union movement, sharing in the American attitude that 
every year it must be better. Our children and we were trained so in 
the schools of this country, and trained to find a better life every single 
year. We think we are part of the leverage in this country, and we 
hope that in raising the minimum, you and the Congress and the 
Government of the United States and the people of the United States 
will contribute to helping people become more imaginative, and more 
ingenious aS managers, and more productive as workers in our 
industry. 

Chairman Barpen. Mr. Bailey, have you any questions / 

Mr. Bamey. Mr. Oliver and Mr. Barkin, I take it from the very 
extensive literature, which none of the members of the committee have 
had a chance to examine in detail, it is proof that you offer that the 
situation that confronts us today would justify a minimum wage of 
$1.25. 

Mr. Bark. Correct, sir, and that it is economic and practical for 
that minimum wage to be adopted in the industries which are going 
to be affected. Because, as we indicated, the great host of American 
industry will not even be touched by the $1.25 raise. 

Mr. Barter. And that the fears on the part of the employer that it 
cannot be absorbed, is just fear, and plain fear? 

Mr. Barkin. You sometimes are reluctant to plunge even though 
the water is delightful. 

Mr. Battery. And you are conviced that it will not displace too much 
employment in the way of loss of jobs ? 

Mr. Barxtn. We do not believe so. Some of the most revealing 
experiences we have had are those where the employer, after getting 
this initial shock, so to speak, then learns that 4 a change in pro- 


duction, or by a slight redesign es he can open up new markets 


because there is a buying power for the products he makes. That is 
the secret of American industry, because every time you create a new 
market you are creating lower costs, because there is higher output 
possible. 

Mr. Battery. You know, Mr. Barkin, I am particularly interested 
in this in regard to the situation in my own State, where a lot of my 
smaller industries are facing a situation of mounting foreign imports, 
and they are in some of those products that we are dealing with here, 
where we are attempting to bring up the level of wages. Naturally, 
1 am concerned about what the effect might be on those particular 
industries. I am speaking now of industries like pottery and glass- 
ware, 

Mr. Barxrn. But these are industries that will not be affected by 
this minimum wage, because they are all over $1.25. 

Mr. Barter. I understand that that is true. 

Mr. Barxtn. Most of the industries that we are dealing with are 
not affected by import problems at all. 
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Mr. Oxitver. Mr. Barden, Miss Dickason would take just a few 
minutes to make her presentation, and I would like to suggest if it is 
agreeable with the committee, that you permit her to conclude the 
C1O’s presentation. 

Chairman Barpen. Miss Dickason, you may proceed, and we will 
extend the questioning to later. 

Miss Dickason. My name is Gladys Dickason, and I am vice presi- 
dent of the Amalgamated Clothing Workers of America. I have here 
a statement which I will present to the committee for the record, I 
trust, and a supplementary statement to that major statement which 
gives the economic analysis on which the general conclusions are 
based. 


Chairman Barpen. Without objection, they will be incorporated in 
the record. 
(The statements referred to are as follows:) 


PREPARED STATEMENT OF GLADYS DICKASON, VICE PRESIDENT, AMALGAMATED 
CLOTHING WORKERS OF AMERICA, CIO 


My name is Gladys Dickason. I am a vice president of the Amalgamated 
Clothing Workers of America. I have been associated with the Amalgamated 
Clothing Workers for more than 20 years, and, in the course of my work, have 
been intimately acquainted with the problems of the men’s apparel industries. 

When I first became familiar with these industries, many factories were 
paying wages as low as 10 cents an hour. Surprising as it may seem now, there 
was even one puycheck for the grand total of 60 cents in payment for 60 hours 
of work. 

I feel that Congress, by enacting the Fair Labor Standards Act of 1938 and by 
increasing the Federal minimum wage in 1949, made a great contribution to the 
welfare of the workers and the employers in these industries. But even the 
75-cent-an-hour minimum which went into effect in 1950 is not realistic now and 
requires a substantial increase if it is to meet today’s needs. My major purpose 
here is to tell you how a Federal minimum wage of $1.25 a hour will affect the 
men’s apparel industries. 

Generally speaking, an increase in the Federal minimum wage will expand 
purchasing power where it is most needed and thereby strengthen consumer 
demand. This concerns the men’s apparel industries directly because they are 
consumer-goods industries and, as such, are dependent on general economic con- 
ditions and, particularly, on purchasing power. But Amalgamated members are 
vitally interested in the proposed amendments to the Fair Labor Standards Act 
also because some of the Nation’s low-wage industries are in the men’s apparel 
group. The workers in these industrial branches are among those who require 
an increase in the Federal minimum and have an immediate stake in your 
deliberations here. 

The Amalgamated Clothing Workers of America has some 385,000 members 
engaged in the manufacture of men’s apparel and in the clothing service and 
retail trades throughout the United States and in Canada. On behalf of these 
workers, I am here today to urge you to recommend a Federal minimum wage of 
not less than $1.25 an hour. We are supporting such a minimum because (1) it 
is needed to improve the wage levels of the lower-paid men’s apparel workers 
so that they may begin to approach a minimum standard of living; (2) it will not 
result in undue increases in total costs in the men’s apparel industries and will 
help to relieve unfair competition based on substandard wages; and (3) past 
experience under the Fair Labor Standards Act has been favorable in these 
industries. 

I am submitting for your consideration and for the record a detailed economic 
analysis of the relevant facts. This statement is intended to summarize them. 


THE WAGES OF MEN’S APPAREL WORKERS ARE TOO LOW TO PROVIDE A MINIMUM 
STANDARD OF LIVING 


I am sure there can be no question here that the present Federal minimum wage 
of 75 cents an hour cannot serve as a realistic floor for a wage structure intended 
to effectuate the purpose of the Fair Labor Standards Act, namely, to correct, 
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and ultimately to eliminate, labor conditions detrimental to the maintenance of 
the minimum standard of living necessary for the health, efficiency, and general 
well-being of workers. 

Just how inadequate the present 75 cents an hour is can be judged in short order 
if we stop to compare it with what the United States Bureau of Labor Statistics 
considers a modest but adequate standard of living. For a typical family of 4, 
the Bureau found that its city worker’s family budget called for from $3,812 to 
$4,454 a year, in that 34 American cities studied. These amounts were needed to 
meet its modest standards in October 1951, a date when living costs were slightly 
lower than at present. This means that, even in the lowest-cost city, an American 
worker had to earn $1.83 an hour, 40 hours a week, every single week of the 
vear. And this was needed just to support his family modestly. The average 
for the 34 cities came to $2 an hour. 

How do the earnings of the men’s apparel workers compare with the $2 
an hour needed for a modest standard of living? All of the Bureau of Labor 
Statistics’ recent wage surveys show that comparatively few men’s apparel 
workers earn enough to meet even this standard. In the men’s coat-and-suit 
industry, almost three-fourths of the production workers were earning less than 
$2 an hour in 1951. More than 98 percent of the men’s dress shirt and night- 
wear workers were earning less than $2 an hour last year, while more than 90 
percent of the work clothing workers were found in his category in 1953. 
Obviously, the great majority of the men’s apparel workers do not earn enough 
to meet what our Government calls a modest living standard. 

Given these facts, you may well ask why I am urging that you recommend a 
rate of $1.25 an hour, when a far greater wage is actually needed. There can be 
no question that the objective of the Fair Labor Standards Act calls for a wage 
far higher than $1.25 an hour, and we must keep this objective in mind. I 
believe, however, that a minimum of $1.25 an hour would be a great advance over 
the present 75 cents an hour and will help to bridge the gap between what the 
lower-paid American workers have and what they ought to have. It is also 
true that, even in the low-wage industries, $1.25 an hour is feasible now and 
would not cause undue increases in cost. 


THE EFFECT OF A $1.25 FEDERAL MINIMUM WAGE ON THE MEN’S APPAREL INDUSTRIES 


The effect on cost 


The effect on cost of a Federal minimum of $1.25 an hour will be negligible in 
the men’s clothing industry and slight in the cotton garment branches of the 
men’s apparel group. In the men’s clothing industry (coats and suits) labor 
cost would be raised by 2.5 percent and total cost by less than 1 percent—0.6 per- 
cent to be exact. In dress shirts and nightwear, labor cost would be raised 
by 20.4 percent and total cost by 5.2 percent, on an overall basis, while in work 
clothing, laoor cost would increase by 31.9 percent and total cost by 5.5 percent. 

It is evident that only in the men’s cotton garment branches does the matter 
of increased cost call for even a second thought, It is in these lower-wage in- 
dustries that we find a substantial number of men and women earning less than 
$1.25 an hour. And, hardly by coincidence, it is these men’s apparel groups 
which have not been unionized to the same extent as the men’s clothing workers. 
That is why these workers need Government action to raise their wage levels. 

When we consider that, in these industrial branches, a Federal minimum of 
$1.25 an hour might result in increased costs of less than 6 percent, we must 
weigh this against the needs and welfare of the workers in these industries 
and the Government’s responsibilities under the Fair Labor Standards Act. 
Relatively small in magnitude themselves, the increased costs in these branches 
are small indeed when viewed in terms of the workers’ needs and the Govern- 
ment’s responsibilities and when compared with the fact that, in the overall 
economy, the workers earning less than $1.25 an hour are a small segment. 
Increasing their wages will have an insignificant overall effect on total costs. 


Unfair competition 


The Fair Labor Standards Act states that “labor conditions detrimental to the 
minimum standard of living” constitutes an unfair method of competition in 
commerce and avows its policy to be the correction and elimination of such 
conditions. 

The composition of the men’s apparel industries is such that we know well 
the unwholesome effects of unfair competition. Employers who compete on 
the basis of substandard wages not only condemn their workers’ families to 
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indecent living standards but place at a disadvantage those fair-minded employ- 
ers who are paying decent wages and also threaten the wage levels of the workers 
of such employers. 

In an industry as competitive as the apparel industry, it may truly be said 
that “one rotten apple spoils the barrel.” If a producer paying substandard 
wages sells below the market level, this puts pressure on other producers to 
reduce wages. If this pressure is effective, it undermines our wage structure, 
and, indeed, our national prosperity. But the irony is that these substandard 
producers do not usually sell for less than the market price. As a rule they 
sell for the market price, even though they pay low wages, with the result 
that not even the consumer gets any benefit from this unfair competition, imme- 
date or otherwise. So we see that, while there is no benefit to the consumer, 
the workers earning substandard wages are condemned to substandards of living 
and at the same time, employers paying decent wages are subjected to unfair 
competition from chiseling employers. 

Government action is needed to raise the wages of the substandard workers— 
who are largely unable to help themselves—to a point where they more nearly 
approach a minimum standard than is possible with the present outdated 75 
cents an hour. This would, at the same time, help to protect those employers 
who are paying decent wages from the unfair competition of the sweatshop 
producers. 


THE MEN’S APPAREL INDUSTRIES’ PAST EXPERIENCE UNDER THE FAIR LABOR STANDARDS 
ACT HAS BEEN FAVORABLE 


As far as the men’s apparel industries are concerned, our experience under 
the Fair Labor Standards Act has been favorable. The supplementary state- 
ment which I am filing will provide the details of this experience in the 2 major 
periods of adjustment under the act, the period relevant to the minimum rates 
set as a result of the 1938 statute and the period relevant to the 75-cent minimum, 
effective early in 1950. 

Briefly, during both major periods of adjustment average hourly earnings of 
men’s apparel workers rose and so did employment. This is very important 
since the act states that its purpose is to be accomplished “without substantially 
curtailing employment.” Our experience has been that employment, rather 
than being curtailed in these periods, actually expanded. At the same time, 
manufacturers in various branches of the men’s apparel industries had favorable 
profit experience, and there was a decline in both the number of business failures 
and the amount of their current liabilities. 

Since some of the men’s apparel branches are among the traditionally low- 
wage industries, they have been given special study by Government agencies 
concerned with the effects of Federal minimum-wage legislation. These special 
studies, which are described in my supplementary statement, substantiate our 
own impression of favorable experience under the Fair Labor Standards Act. 

Aside from the specific effects on wages, employment, profits, and business 
failures, I should like to note that the men’s apparel industries have benefited 
in a susbtantial way from the general effects of the increased Federal minimum 
rates. As consumer goods industries, the men’s apparel group is directly and 
immediately responsive to changes in purchasing power. By setting wage floors 
that expanded and maintained purchasing power, the act has fortified consumer 
demand. There is no doubt that similar action now will have a definitely 
wholesome effect on the national economy and a correspondingly beneficial effect 
on the consumer demand for apparel. An increased Federal minimum will thus 
help not only the lower-paid workers who will benefit directly but also the 
manufacturers and the merchants and retailers who sell their products. 


CONCLUSION 


The substance of my remarks has been that a $1.25 Federal minimum wage is 
needed if the men’s apparel workers are to approach a minimum standard of 
living: that such an increase can be accomplished without undue increases in 
cost; that it will help to eliminate unfair competition based on sweatshop wages 
in these industries; and that our past experience with Federal minimum wage 
legislation in these important consumer goods industries has been definitely 
favorable. 

For 17 years now we have lived under the Fair Labor Standards Act. It is 
our established national policy. There have always been those who opposed 
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Federal minimum wages, and some of them have been loudly vociferous. Yet 
we have seen that our national wealth has grown tremendously and our standard 
of living has reached new heights. As a matter of fact, we have seen that some 
of those areas where the protests were the loudest, and the wages the lowest, 
have prospered most since the enactment of the Fair Labor Standards Act. 

Yet, there are still many American families who do not have a decent standard 
of living. And there is no doubt that our present 75 cents minimum cannot 
provide it. A substantial increase in the minimum now would help these 
neediest families who burden our economy and public institutions. It will also 
protect those fairminded employers, who are paying decent wages, from the 
unfair competition of the sweatshop producers. Such an increase would imme- 
diately be translated into purchasing power, which would stimulate production 
and employment and, in turn, aid the farmers and the retailers. A Federal 
minimum of $1.25 an hour would be a major step toward an American standard 
of living for our lowest income families and would contribute greatly to our 
national prosperity. 

I respectfully urge this committee to recommend a Federal minimum wage 
of $1.25 an hour. 


SupPLEMENTARY STATEMENT SUBMITTED WITH THE TESTIMONY OF GLADYS 


DIcKASON, VICE PRESIDENT, AMALGAMATED CLOTHING WORKERS OF AMERICA, 
cIoO 


This statement is a supplement to the testimony of Gladys Dickason, vice 
president of the Amalgamated Clothing Workers of America. It consists of 
the economie analysis prepared for both the House of Representatives and Senate 
committees considering amendments to the Fair Labor Standards Act. As such, 
it is identical with the supplementary statement submitted by Jacob 8. Potofsky, 
president of the Amalgamated Clothing Workers of America, to the Subcommittee 
on Labor of the Senate Committee on Labor and Public Welfare, on April 19, 1955. 

The essential facts are that (1) a substantial increase in the Federal minimum 
wage is needed to correct existing substandards of living among men’s apparel 
workers; (2) a Federal minimum wage of $1.25 an hour will not result in 


significant increases in costs in the men’s apparel industries and will help 
to relieve unfair competition based on substandard wages; and (3) in the 


men’s apparel industries, past experience under the Fair Labor Standards Act 
has been favorable. 


THE WAGES OF MEN’S APPAREL WORKERS ARE TOO LOW TO PROVIDE A MINIMUM 
STANDARD OF LIVING 


The Finding and Declaration of Policy of the Fair Labor Standards Act of 
1938 states that it is the policy of the act to correct and as rapidly as practicable 
to eliminate labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for the health, efficiency, and general well-being 
of workers. There can be no question about the fact that the present 75 cents 
an hour Federal minimum wage is completely inadequate to serve as a realistic 
floor for a wage structure intended to correct such labor conditions. 

Studies of living conditions have been made by government agencies for many 
years. Perhaps the most comprehensive work in this field was undertaken by 
the United States Bureau of Labor Statistics in 1945, under a directive of the 
Labor and Federal Security Subcommittee of the House of Representatives 
Appropriations Committee. The city worker’s family budget, which the Bureau 
developed in response to this directive, is a budget for a family of four, consisting 
of an employed father, a mother, and two children under 15 years of age. 

This city worker’s family budget represents the estimated dollar cost required 
to maintain this family at a level of adequate living—to satisfy prevailing stand- 
ards of what is necessary for health, efficiency, the nurture of children, and for 
participation in community activities. This is not a subsistence budget, nor 
is it a luxury budget; it is an attempt to describe and measure a modest but 
adequate standard of living. 

This budget was originally priced by the Bureau of Labor Statistics at March 
1946 price levels. It was priced most recently by the Bureau at October 1951 
price levels. The Bureau found that at October 1951 price levels, the total annual 
cost of maintaining a family of four at a modest but adequate level ranged from 
$3,812 to $4,454 in the 34 cities studied, as indicated in table 1. When translated 





442 AMENDMENT TO INCREASE THE MINIMUM WAGE 


into the hourly wages needed to meet this budget, it is obvious that, in October 
1951, even in the American city with the lowest cost, a worker would have had 
to earn not less than $1.83 an hour, 40 hours a week, for 52 weeks a year, in 
order to maintain a family of four at a modest standard of living. For the 34 
cities, the arithmetic average hourly wage needed to meet this budget was, in 
fact $2. At present price levels, higher earnings would obviously be needed to 
meet the city worker’s family budget because of the increase in the cost of living 
in the last 3 years. 


TABLE 1,—City worker's family budget, 34 large cities, October 1951+ 
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1 Source: U. 8S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952, 


p. 521. 
2 Calculated by dividing the total annual cost by 2,080 hours; i. e., 40 hours a week, 52 weeks a year. 


When we say that an American worker heeds $2 an hour, or $80 a week, or 
$4,160 a year to provide a modest but adequate living standard for his family, 
what do we mean? It is easy, in citing figures, to lose sight of what these 
amounts mean in terms of the everyday living of the city worker’s family on 
whose living standards the Bureau of Labor Statistics based its budget. Just 
how modest this standard of living is can be appreciated at once when one 
realizes that the budget allows a 4-person family with 2 growing children less 
than 3 pounds a week of roasts, steak, chops, porkchops, and poultry and less 
than 2 quarts of milk a day. On this budget, the employed head of the family 
buys 1 heavy wool suit every other year, and an overcoat every 6 years; his wife 
buys 2 rayon dresses a year, 1 woolen dress every 5 years, and a heavy coat 
every 4 years. The allowances on some items of children’s apparel are such— 
rubbers or overshoes every other year, for instance—that some hand-me-downs 
are obviously required to fill the gaps, in view of the normal rate of growth of 
youngsters of these ages. The wife does all the cooking, cleaning, and laundry 
without any paid assistance. As for recreation, the budget permits 2 motion 
pictures every 3 weeks for the parents; 1 play, concert, or sporting event a year 
for each member of the family; and the purchase of only 1 book a year for the 
entire family. This is the adequate standard which now requires a man to 
earn more than $2 an hour to meet it. 

How do the earnings of the men’s-apparel workers compare with the $2 an 
hour, or $4,160 a year, which the Bureau of Labor Statistics considers necessary 
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for a modest standard of living? All of the recent wage surveys of the men’s- 
apparel industries made by the Bureau of Labor Statistics indicate that very 
few men’s apparel workers earn enough to meet even this modest standard. 

In the past few years, the Bureau has made wage surveys in several branches 
of the men’s-apparel industries. Table 2, which shows the average hourly 
earnings and the percentage of production workers earning less than $2 an hour 
in these various branches, indicates that relatively few production workers in 
men’s-apparel industries earn enough to meet the cost of the Bureau’s city 
worker’s family budget. 


TABLE 2.—Average hourly earnings and percentages of production workers earn- 
ing less than $2 an hour in various branches of the men’s apparel industries 





Percentage of 
Average production 
Industrial branch Date of survey hourly workers earn- 
earnings ing less than 
$2 an hour 





Men’s and boys’ suits and coats ! March 1951_.__--.-- $1. 684 
Work clothing ? - 960 
Men’s and boys’ dress shirts and nightwear * May 1954 1.090 














1 Computations based on U. 8. Department of Labor, Bureau of Labor Statistics, Straight-time Hourly 
Earnings for Selected Occupations in Men’s and Boys’ Suit and Coat Manufacture, March 1951, BLS 
1988a OW R-23 (revised) forms. 


2U. S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Work Clothing, July 1953, 
BLS Report No. 51, p. 6. 


3 U.S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Men’s and Boys’ Dress Shirts 
and Nightwear, May 1954, BLS Report No. 74, p. 6. 


In the men’s and boys’ suit and coat industry, in March 1951, average hourly 
earnings were $1.684, and 72.8 percent of the production workers were earning 
less than $2 an hour. However, in both the work clothing branch, where average 
hourly earnings were 96 cents, and the dress shirt and nightwear branch, where 
average hourly earnings were $1.09, almost none of the production workers had 
earnings of $2 an hour or more. Wage increases in the men’s apparel industries 
since the dates of the BLS surveys would reduce the number earning less than 
$2 somewhat, but they would still constitute the overwhelming majority. 

Since the city worker’s family budget was constructed for a familly in which 
the male wage earner is the head of the household, it is relevant to inquire 
into what proportion of males employed in the men’s apparel industries have 
earnings of less than $2 an hour. The BLS wage surveys referred to above 
indicate that 53.6 percent of the male production workers in the suit and coat 
industry were earning less than $2 an hour in March 1951; 96.9 percent of the 
male production workers in the work clothing industry were earning less than 
$2 an hour in July 1953; and 91.3 percent of the male production workers in the 
dress shirt and nightwear industry were earning less than $2 an hour in May 1954. 

Thus, it is apparent that, on the whole, relatively few men employed as produc- 
tion workers in the men’s apparel industries have hourly earnings as high as 
the hourly amounts required to be earned 40 hours a week, 52 weeks a year, to 
meet the cost of the modest city worker’s family budget. And, in connection 
with the men’s apparel industries, it must be noted that they have, at times, been 
subject to seasonality and slack time. Therefore, if relatively few male produc- 
tion workers earn hourly amounts high enough to meet the hourly cost of the 
modest BLS budget, even fewer will be able to meet the weekly cost, and cer- 
tainly very few will have annual earnings high enough to meet the annual cost 
of the city worker’s family budget. 

Thus, it is clear that by the Government’s own representation of a modest 
standard of living—which we have shown to be meager enough—men’s apparel 
workers do not earn enough to provide even this modest standard of living for 
themselves and their families. A substantial increase in the Federal minimum 
wage is needed to correct those labor conditions “detrimental to the maintenance 
of the minimum standard of living necessary for health, efficiency, and general 
well-being of workers.” 


THE EFFECTS OF A $1.25 FEDERAL MINIMUM WAGE ON THE MEN’S APPAREL INDUSTRIES 


That a Federal minimum wage of $1.25 an hour is necessary for the mainte- 
nance of a minimum standard of living is beyond question. That such a mini- 
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mum is feasible, as regards its effects on costs in the men’s apparel industries, 
and that such a minimum will help alleviate unfair competition in these indus- 
tries, are also supported by the facts. 


The effect on cost 


On the basis of the BLS wage surveys referred to earlier and on the basis of 
data on labor cost and total cost reported in the 1952 Annual Survey of Manu- 
factures, it is possible to estimate the effect of a $1.25 minimum wage on total 
costs in the men’s apparel industries. Table 3 outlines the calculation of the 
percentage increases in total cost resulting from increasing all workers earn- 
ing less than $1.25 an hour to $1.25 an hour. 


TasLe 3.—Calculation of estimated increase in cost eateries d from increasing the 
wages of all production workers earning less than $1.25 an hour to $1.25 an 
hour in various branches of the men’s apparel industries 











Dress shirts , 
Suits and coats Work clothing 
and nightwear . 
(March 1951) (May 1954) (July 1953) 
DATA FROM BLS WAGE STUDIES 
Total number of workers in study.....-.....-.-.....-.. 52, 425 88, 527 66, 187 
DI I aan nn) cceneeccceseenproorees $1. 684 $1. 090 $0. 960 
Total ber cost per mone for those in study-_._...__.-_- $88, 283. 70 $96, 494. 43 $63, 539. 52 
Number of workers earning less than $1.25........____-_- 11, 826 65, 421 58, 245 
Amount per hour needed to increase those earning less 
EE ee le Sees Or | oe $2, 235. 70 $19, 721. 53 $20, 283. 13 
Resulting percentage increase in total labor cost......__- 2.5 20. 4 31.9 
DATA FROM 1952 ANNUAL SURVEY OF MANUFACTURERS 
Total labor cost (wages of production and related 
ea he coal carey eat yaa snc ae eg ee al eee ai $297, 881, 000 $187, 140, 000 1 $16, 586, 000 
Total cost (value of products shipped) ___............._- $1, 165, 355, 000 $738, 602, 000 1 $96, 742, 000 
Total labor cost as a percentage of total cost..........._. 25. 6 25.3 117.1 
Percentage increase in total cost resulting from increas- 
ing all workers earning less than $1.25 ?............__-. 0.6 5.2 5.5 











1 These data are for i work shirt branch. Labor cost and total cost data are not available for the work 
clothing branch as su 


eu by oe ciniying the percentage increase in total labor cost by the total labor cost as a percentage 
0 


In the suit and coat industry; the percentage increase in total labor cost of 
a $1.25 minimum would be 2.5 percent, on the basis of the March 1951 BLS wage 
survey. Since labor cost represents 25.6 percent of total cost in this industry, 
the percentage increase in total cost would be a mere 0.6 percent. In the dress 
shirt and nightwear branch, the increase in labor cost would be 20.4 percent and 
the increase in total cost would be 5.2 percent, if a $1.25 minimum were enacted. 
In the work clothing branch, labor cost would be increased by 31.9 percent and 
total cost by 5.5 percent. Since the dates of these wage surveys, wage increases 
have been made in the men’s apparel industries. These increases would have 
raised the general wage levels and would lower somewhat the percentage in- 
crease in both labor cost and total cost resulting from the institution of a $1.25 
minimum wage at the present time. 

From the foregoing figures, it is evident that the effect of a $1.25 minimum 
on total cost would be negligible in the men’s clothing industry and that the 
effect even in the traditionally low-wage cotton garment industries would, on the 
basis of current figures, hardly exceed 5 percent. 

At the same time, it is obvious that those who will be most affected by the 
increased minimum will be the manufacturers now competing unfairly on the 
basis of substandard wages. 


Unfair competition 


A major finding of the Fair Labor Standards Act is that “labor conditions 
detrimental to the maintenance of the minimum standard of living’ constitute 
“an unfair method of competition in commerce,” and it is the expressed policy 
of the act “to correct and, as rapidly as practicable, to eliminate” such condi- 
tions. If this intention is to be carried out, there must be a substantial increase 
in the Federal minimum wage. 

The BLS wage studies of the men’s dress shirt and nightwear and work 
clothing industries are quite revealing in this connection. We find that in the 
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dress. shirt and nightwear ‘branch, although the average hourly earnings were 
$1.09, a very large group of workers—18.1 percent—were earning between 
75 and 80 cents an hour, or 29 to 34 cents below the average. In the work-clothing 
branch, an even larger percentage of workers were concentrated at this very 
substandard wage level of 75 to 80 cents an hour—26.1 percent. With an average 
of 96 cents an hour, we thus find that more than a fourth of the work-clothing 
workers were earning from 16 to 21 cents less than the average. 

This means that the employers of a considerable number of men’s cotton 
garment workers are paying wages which are very substandard when compared 
even with the low wage levels generally prevailing in these industries. These 
employers have apparently not voluntarily set wages comparable with those 
prevailing. 

That is why, if the Fair Labor Standards Act is to be effectuated in terms of 
present conditions, the Government itself must establish a realistic wage floor 
to bring the wages of the substandard workers—who are unable to help them- 
selves—up to a more decent level than the present obsolete 75 cents an hour 
allows. At the same time, those employers paying decent wages will be afforded 
better protection from the unfair competition of the producers paying substand- 
ard wages. 


THE MEN’S APPAREL INDUSTRIES’ PAST EXPERIENCE UNDER THE FAIR LABOR STANDARDS 
ACT HAS BEEN FAVORABLE 


Since the enactment of the Fair Labor Standards Act in 1938, the men’s apparel 
industries have experienced two major periods of adjustment to changes in 
Federal minimum wages under the act, the years from 19388 through 1941 and 
the 1949-50 period. The original Fair Labor Standards Act established a 
nationwide hourly minimum of 25 cents as of October 24, 1938, to be increased 
to 30 cents an hour by October 24, 1939, and to 40 cents by October 24, 1945. 
Provision was made, however, for industry committees to set minimum rates up to 
40 cents an hour at dates earlier than October 1945. Accordingly, in July 1940, 
a 40-cent minimum was established for men’s and boys’ clothing, sportswear, and 
other odd outerwear, and leather and sheeplined garmerits, while rates of 
either 3714 or 3214 cents were set for other major men’s apparel branches. By 
the end of 1941, however, the 40-cent minimum had also been adopted in these 
other men’s apparel branches. 

The first period of adjustment to Federal minimum wages under the Fair 
Labor Standards Act, then, may be said to cover the years 1938-41. The second 
period of adjustment followed the amendments to the act enacted 1949. These 
amendments included a 75 cents hourly minimum wage, effective January 25, 
1950. 

In the men’s apparel industries, experience with Federal minimum wages un- 
der the Fair Labor Standards Act has been extensive and, apparently, favor- 
able. Aside from the generally wholesome effect on these industries of the in- 
creased purchasing power and, presumably, fortified consumer demand for ap- 
parel which resulted from the nationwide minimum, the specific data for the 
men’s appearel industries indicate that these industries adjusted favorably to 
the increased minimum wages. 

In both periods of adjustment, 1988-41 and 1949-50, employment and the 
earnings of the workers in the men’s apparel industries increased, the profit 
experience of the manufacturers was favorable, and there was a decline in the 
number of business failures and the amount of their current liabilities. The 
average value of men’s garments at the factory actually declined after the first 
FLSA minimum was set in 1939 (the 1937-39 period being the only relevant 
period for which these data were available). 

It is not surprising that increases in Federal minimum rates should result 
in higher average hourly earnings, and this was, in fact, the case in the men’s 
apparel industries. But it is also important to note what happened to employ- 
ment as a result of the minimum rate increases, not only because this is a sig- 
nificant economic indicator but also because the act specifically states its policy 
to be the correction of labor conditions detrimental to the maintenance of the 
Iininimum standard of living necessary for the health, efficiency, and well- 
being of workers, “without substantially curtailing employment.” 

Table 4 shows that, in the 2 periods of adjustment to changes in minimum 
wages under the Fair Labor Standards Act, not only did earnings increase but 
employment, far from being curtailed, actually expanded. 
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TasBLeE 4.—Employment and average hourly earnings in the men’s clothing and 
men’s shirt industries, 1988-41 and 1949-50 * 





Men’s clothing Men’s shirts and collars 





Bangloysient Employment | Average 


ex index hourly 
(1939= 100.0) (1923-5 = 100.0) 








115.9 
122.0 
120. 5 | 
131.4 | 

| 








Shirts, collars, and 
nightwear 





Washer of 
production 
workers i Number of Average 


production canes 4 
workers (cents) 





124, 900 
129, 200 











1 Sources: U. S. Department of Labor, Bureau of Labor Statistics, as reported in U. 8S. Department of 
Commerce Survey of Current Business, 1949 Statistical Supplement, pp. 59 and 77; U. 8S. Department of 
Labor, Bureau of Labor Statistics, Employment and Earnings, Annual Supplement Issue, May 1954, PP. 59 
and 95; U. 8. Department of Labor, Bureau of Labor Statistics, as repo: in U. 8. Department of Com- 
merce, Bureau of the Census, Statistical Abstract of the United States, 1942, p. 392; U. 8. Department of 
Labor, Bureau of Labor Statistics, Hours and Earnings in the United States, 1932-40 (with supplement for 
1941), Bulletin No. 697, pp. 94 and 144, U. 8. Department of Labor, Bureau of Labor Statistics, Employ- 
ment and Payrolls (monthly reports) and Hours and Earnings (monthly reports). 

2 Average for 11 months. 


Notse.—For the years 1938-41, the men’s clothing data issued included men’s, youths’ and boys’ suits, 
overcoats, trousers, slacks, washable service apparel, work clothing (except work shirts), and sport gar- 
ments; for the years 1949-50, and men’s clothing data issued included men’s, youths’ and boys’ suits, coats, 
overcoats, and uniforms (military, policemen’s, and firemen’s, etc.), and suit and coat findings. 


Between 1938 and 1941, the first period of minimum wage increases under 
the act, average hourly earnings in the men’s clothing industry (as it was 
then defined) increased from 58.6 to 63 cents, while the index of employment 
rose from 86.6 to 115.9. In the men’s shirt and collar industry, average hourly 
earnings moved upward from 38.2 to 44.1 cents, while the employment index 
rose from 115.9 to 131.4. It is significant that, at the same time that average 
hourly earnings were increasing in this period, employment expanded by one- 
third in the men’s clothing industry and by 13.4 percent in the men’s shirt and 
collar industry. 

In the second, and shorter, period of adjustment, 1949-50, average hourly 
earnings of men’s clothing workers moved from $1.345 to $1.361, while em- 
ployment rose from 124,900 to 129,200, or 3.4 percent. In the shirt, collar, and 
nightwear industry, average hourly earnings increased from 92.7 to 98.8 cents, 
and employment showed a gain of 3 percent, from 80,700 to 83,100. 

From these figures, it is obvious that in the men’s apparel industries em- 
ployment not only did not suffer but actually expanded in the periods of ad- 
justment to increases under the Fair Labor Standards Act. 

To the extent that the cost to the manufacturer is indicated by the average 
value at the factory or plant, data for the years 1937 and 1939 (the only rele- 
vant years for which such data are available) indicate that the increases in 
wages resulting from the initial Fair Labor Standards Act minimum rate in 
1938 were not accompanied by an increase in the average value of men’s 
garments at the factory or plant. The figures for the years 1937 and 1939, 
presented in table 5, show declines in the average value of various men’s 
garments between 1937 and 1939. These decreases in average value ranged 
from 3.5 percent for work shirts to 20 percent for pajamas and nightwear, 
with men’s suits as the garment showing the second lowest drop, 18.9 percent. 
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TABLE 5.—Average value at factory or plant of specified men’s garments, 1937 
and 1939+ 





| 


1937 1939 Change 





Per garment | Per garment | Percent 
7.27 $14. 


—18.9 
Overcoats and topcoats 15. 59 13 | —9.4 
Separate trousers 2 1.73 . —6.9 


Per dozen Per dozen 

arments arments 
Dress and sport shirts 3 4 ‘ $9. 86 ’ . 78 —10.9 
Work shirts * 5 6, 52 5. 29 | —3.5 
Work pants > . 11 | —11.9 
Pajamas and nightwear 4 6 7 —20.0 











1 Source: U. 8. Department of Commerce, Bureau of the Census, Manufactures: 1939, vol. II, pt. I, 
p. 407, 415. : 
, 2 Excludes work pants. 
3 Includes boys’ garments. 
4 Includes polo, tennis, and basque shirts of purchased woven and knitted fabrics. 
5 Includes flannel! shirts. 


Notge.—The average value of men’s garments at factory or plant was calculated by dividing the value 
of products at factory or plant by the quantity of garments produced. 


TABLE 6.—Average* profit experience in selected men’s apparel industries, 1938-41 
and 1949-50 ? 





| 


Men’s and boys’ cloth-| Men’s shirts, under- Overalls and work 
ing wear, and pajamas clothes 





| | 
Net profit | lg acd Net profit | Boh Lato Net profit |. vet von 
asa percent} percentias a percent|*s,% F as a percent/25,2 percen 
of net sales 3| Of tangible |o¢ not sales 3| Of tangible |. + net sales 3| Of tangible 
| net worth 3 ‘ | net worth 3 | net worth 3 
' } 





‘-o.21| 4-081 0.14 | 0.44 
4.13 80 3.59 

1 5. 22 83 2. 61 

2. 10.79 1.79 9. 68 

1. 5.15 1.51 5.92 

2. 8.28 2.75 12.14 














1 The average used here is the median or middle value. 
2Source: Dun & Bradstreet, Inc. 

3 Net profit after taxes. 

4 Loss, 


In the two periods of adjustment, 1938-41 and 1949-50, manufacturers in 
various branches of the men’s apparel industries had favorable profit experience, 
as shown in table 6. In the 1988-41 years, men’s and boys’ clothing manufac- 
turers increased their net profit as a percent of net sales from a loss of 0.21 per- 
cent to a profit of 2.04 percent, while their net profit as a percent of tangible net 
worth rose from a loss of 0.81 percent to a profit of 10.79 percent. In the men’s 
shirt, underwear, and pajama branch, net profit as a percent of net sales in- 
creased from 0.14 to 1.79 percent, while net profit as a percent of tangible net 
worth gained from 0.44 to 9.68 percent. Gains were also registered for overalls 
and work clothing, where net profit as a percent of net sales increased from 0.16 
te 3.84 percent and net profit as a percent of tangible net worth increased from 
0.40 to 4.49 percent. 

In the 1949-50 period net profits also showed a gain in all these men’s apparel 
branches, whether measured as a percent of net sales or as a percent of tangible 
net worth. 

It is not too surprising, then, that there should be a decline in business failures 
in the two periods of adjustment under consideration. According to table 7, 
business failures and the amount of their current liabilities, in the men’s and 
boys’ clothing and furnishings manufacturing industry, declined in both the 
1938-41 years and the 1949-50 years. From 1988 through 1941, the number of 
business failures dropped from 95 to 46, while the amount of their liabilities 
declined from $2,700,000 in 1938, to $1,035,000 in 1941. There were 33 failures 
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with current liabilities of $1,979,000 in 1950, substantially less than in 1949 
when there were 43 failures with current liabilities of $2,489,000. 


TABLE 7.—Failures in the men’s and boys’ clothing and furnishings manufacturing 
industry, ee and 1949-50 * 





| Num bee of | Current Number of | Current 


failures | liabilities | Year | failures | liabilities 





$2, 700, saa) 
1, 674,000 || 1949 
7 1; 691,000 | 1950 





i Source: Dun & Bradstreet, Inc. 


NorTe.— Beginning in 1939, a change in coverage was effected to make coverage more complete. However, 
unrevised data comparable to prior years were issued for 1939 (failures, 62; liabilities, $1,529,000) and 1940 
(failures, 62; liabilities, $1,427,000). 


The Department of Labor itself has, in the past, been concerned about the 
effect of increased Federal minimum wages on the men’s apparel industries, 
particularly those considered to be low-wage industries. 

The Wage and Hour Division of the Department of Labor made a study of 
the effects of the July 15, 1940, wage order on the cotton-garment industry, which 
included at the time “overalls, work shirts, washable service apparel, work 
pants, and other single pants.”* The Division noted that this industry “has 
long had a reputation as a low-wage industry, and important sections of it con- 
stituted serious problems to the Federal Government in the field of NRA admin- 
istration and prison-labor administration.” Studies of the industry were made 
in the spring of 1941 and revealed that “average hourly earnings had risen” 
between 1939 and 1941. Despite the increase in earnings, however, the Division 
reported : ‘“The story is uniformly one of increasing employment. Between the 
spring of 1939 and the spring of 1941 employment in the industry rose by 10.6 
percent in the United States. Both the North and the South shared in this pros- 
perity, the South to a greater extent than the North, having benefited by a 13.4 
percent increase in employment as against an 8.9 percent increase for the North.” 

The Division noted in a further study on this problem that “by and large * * * 
the plants included in the survey (a study of the case histories of workers in 
27 cotton-garment plants) made little or no changes in the metlHods, organization, 
or policies to effect an adjustment to the higher minimum.” 

Again, after the 75-cent minimum went into effect in 1950, interest was focused 
on the effects of the increased rate on low-wage industries. A study, Results 
of the Minimum-Wage Increase of 1950, reported on the economic effects of the 
increase in selected low-wage industries and establishments.? Among the five 
low-wage manufacturing industries examined was the men’s dress shirt and 
nightwear industry. According to this study, this industry experienced the fol- 
lowing effects as a result of the 75 cents Federal minimum wage: 

1. The short-run direct impact of the higher minimum was to raise average 
hourly earnings of one-third of the plant workers from below to at least 75 cents. 

2. The short-run influence of the higher minimum on the upper end of the wage 
scale, that from $1.25 up, was negligible, even in the low-wage regions which 
otherwise experienced substantial adjustments, 

3. Employment in the industry was not much affected by the higher legal 
minimum. 

4. The effects on capital expenditures and production methods did not appear 
to be very substantial. 

5. The new minimum had only minor influence on hiring policies, 

6. Average weekly hours in the industry did not vary, except seasonally, during 
1949 and 1950. 

7. Monthly wholesale price indexes for men’s and boys’ shirts and men’s 
pajamas indicates little or no price advance between July 1949 and June 1950. 

In sum, then, it appears that while the 75-cent minimum had a significant 
effect on the wage structure of the men’s dress shirt and nightwear industry, the 


1U. S. Department of Labor, Wage and Hour Division, Raising Wage Minima by Wage 
cyt Annual Report of the Wage and Hours Division for the fiscal year ended June 30, 
pp 
2U. S. Department of Labor, Wage and Hour and Public Contracts Divisions, Results of 
the Minimum-Wage Increase of 1950, pp. 47-62. 
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higher minimum appeared to have had no determinable effects on nonwage vari- 
ables in the industry other than a minor impact on hiring policies. 

If past experience serves as any guide, as indeed it should, various significant 
economic indicators in the men’s apparel industries show that experience to 
have been favorable in the two major periods of adjustment to changes in Federal 
minimum rates under the Fair Labor Standards Act. In addition, specific 
studies of the United States Department of Labor of the effects of both the 1940 
increase and the 1950 rate of 75 cents an hour in low-wage men’s apparel branches 
also report the favorable effects of these increases. 

Miss Dicxason. The Amalgamated Clothing Workers of America 
represent nearly 400,000 people in the manufacture of men’s apparel, 
men’s suits and slacks, shirts and work clothes, and so forth. They 
also represent workers in the service trades, and those workers are 
not at issue here. 

The manufacturing industry of men’s apparel employ nearly half 
a million poopie. It is not a small industry. It is an industry that 
is scattered all over the United States, and I believe there are men’s 
garment factories in at least 43 of the 48 States. Certainly the 
workers in this industry, the manufacture of men’s apparel, will be 
affected by a higher minimum wage. They will be affected in the 
work-clothing branch to a very large extent, and a very high propor- 
tion of the workers will be affected by the $1.25 minimum. 

The addition, perhaps, that I can make to the very excellent pres- 
entation which I feel Mr. Barkin has made here of the general eco- 
nomic situation is to describe to you what our experience has been in 
one particular low-wage industry which has in the past always been 
very markedly affected by any increase in the minimum wage, and 
will be so affected now. 

The average earnings in work clothing today are only 96 cents 
an hour. It is just about half of the national average wage for manu- 
facturing employees. The average wage for workers in the manu- 
facture of dress shirts, or of shirts as a whole, and there are nearly 
100,000 workers in factories in the United States making men’s shirts. 
The average wage of those workers is only $1.09 an hour, according 
to the latest study of the Bureau of Labor Statistics. Of course, 
those averages, both in work clothing and in dress shirts, or in the 
shirt industry, are made up of factory average wages, which may go 
as low as 80 cents or 82 cents, and wages in other factories where the 
average would certainly be as much as $1.35. If you combine the 
averages in both cases, you come out to an average for the industry 
of 96 cents. 

In the manufacture of men’s suits, not so high a proportion of the 
workers would be affected, and there would be practically no effect on 
costs of men’s suits by the enactment of the $1.25 minimum. There 
would be a substantial rise in labor cost in dress shirts and in work 
clothing, but since the labor factor in the manufacture of those prod- 
ucts is only about 20 percent, the effect of a $1.25 minimum, even in 
these very low-paid industries, would only run to pennies on the cost 
of a pair of overalls, or the cost of a shirt. We realize that any in- 
crease in costs is significant, but where you have an average manu- 
facturing wage of $1.86 an hour, contrasted with earnings of 82 
cents in some factories and perhaps even less than that in some others 
where practically nobody gets above the 75-cent minimum, the economy 
would be prepared to take care of that very small increase in cost 
that might be required. 
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There has been talk here, or some mention of the effect of the rise 
in the minimum to 75 cents an hour. Apparently there has been some 
testimony that pomane this Congress should not go further in affect- 
ing numbers of workers than was done with relation to the 75-cent 
minimum, My recollection of the minimum wages goes back even 
before the enactment of the Fair Labor Standards Act. I remember 
best the first minimum wage on a Federal basis under the National 
Industrial Recovery Act, and here in this apparel industry and in the 
shirt industry, wages I would say were doubled by the 3214 cent 
minimum which went into effect in 1933. In many factories, wages 
were quadrupled, and I mean precisely that. There were factories 
employing as many as 600 people where not a single employee got 
more than $3 a week. And overnight, with the $13 minimum, those 
factories paid more than four times as much wages as they had 
previously paid. ‘Those factories are still in existence today. They are 
employing as many or more workers than they then employed. On 
previous occasions, wages were more than doubled, taking industry- 
wide figures; an increase from 75 cents to $1.25 will certainly not have 
any such effect. 

Tt will not have any effect such as did the 1933 minimum, and the 
effect of the initial Fair Labor Standards Act, and of the change 
to 75 cents. 

This is the history of this industry. The wages of the workers 
have gone up. Their families have lived better. The industry has 
become more stable, and the firm have not lost in profits, and the 
industry has not lost with respect to the general level of profitability. 
The employment has steadily increased. 

On the basis of that 22 years experience with precisely the type 
of industry that is before you here, the experience has been good in 
all aspects. 

I wish to join with Mr. Barkin in his concluding remarks to say 
this: These workers in these low-wage industries are not workers 
who are themselves substandard workers. I have spent the last 2 
weeks in Mississippi and in Alabama. I have spent every evening 
or most of these evenings in the homes of workers who would be 
affected by an increase in the minimum wage. 

I have driven out into the country for miles and I sympathize with 
Mr. Barden’s interest in the farm problem because I talked there with 
workers who are now working in garment factories in the South who 
said to me that they never expected to see the time when they could 
not make a living on the farm, but that they hoped they can make a 
living in the factory. 

I am sure that this Congress has been giving attention to the farm 
problem. We feel that by the increase in the minimum from 75 
cents to $1.25 it will help with the consumption of farm goods and 
help the farmer, too. 

But these workers living there—I was in homes last week where 
people are still using kerosene lamps, and where except by use of the 
neighbor’s car they have no way whatsoever of getting to work or 
getting to town. 

The one woman, I think, who can be considered representative of 
the group was a former schoolteacher now working in a garment 
factory. She brought up the subject by saying that due to a change 
in the materials in the factory, she could make $32 a week. She was 
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a very fast worker, operating a machine that operates 5,000 revolutions 
per minute. These machines that are operated in garment factories 
are not like home sewing machines. A skilled worker, and she had 
gotten up to where she could make $32, due to the change of fabric that 
had come into the plant—and this plant is not under union contract 
her earnings had fallen to $30 a week. 

Her husband had an operation and although she pays for Blue 
Cross for the family the cost of the operation was $147 more than 
the amount that Blue Cross paid. There were three children in that 
household. 

This woman pays $5 a week, $1 per day, to get to work. She rides 
with some neighbors to work, but she rides a good many miles. From 
her $30 there comes the $5 for transportation; the Blue Cross which 
she carries for her children and her family costs $4.10 a month, and 
that is another $1 a week; so that she is down to $24 a week, and her 
social security comes out of that. 

She said that she did not see how she could possibly pay the doctor’s 
bill out of the money, and actually with the sum left to her the problem 
of buying food and clothing was difficult. 

This worker is typical of tens of thousands in the garment industry. 
This woman, as I say, is a schoolteacher, and she is a skilled worker. 
She is certainly worth more than $1.25 an hour in terms of our econ- 
omy, and what she produces for it. 

If the $1.25 minimum is enacted, it will be of benefit not only to 
workers of that sort, these skilled workers, but to all sections of the 
country. It will stop the depressing effect on wages of those work- 
ers in this country wh now earn better wages, and it will allow for 
better standards of living in all of the communities where these tens 
of thousands of workers are; and it will also allow for continued ex- 
pansion of industry in our less industrialized areas because the gar- 
inent industry is an expanding industry due to our expansion pop- 
ulation. 

I trust that you gentlemen will give consideration to these facts. 

Chairman Barpen. Mr. Bailey ‘ 

Mr. Barey. I have no questions. 

Mr. Perkins. Mr. Chairman, I have no questions; I just wish to 
compliment both Mr. Oliver and Mr. Barkin and the lady for a 
splendid presentation. 

Mr. Lanprum. I would like to ask one question of the lady: Is it 
not true in your industry that where we have the 75-cent minimum 
operation we also have what is commonly referred to as incentive pay 
scales above that ? 

Miss Dickason. Yes, sir. 

Mr. Lanprum. Based on piecework, is it? 

Miss Dickxason, Yes; the engineers in many of these factories— 
and it is typical of the work-clothing industry—the standard that 
is frequently set is 8214 cents an hour. A very fast worker may make 
87 or 90 cents; but the speed of work is so high that only the fastest 
workers are actually kept on the job. 

_ One of the interesting things about this whole apparel situation 
is that you do not have, even in these factories, the average workers; 
the engineers weed them out. They may employ, or there may be in 
that factory at one time or another 800 yoked to get a work force 
of 400, because those who are not exceptionally fast are not kept. The 
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standard is set for that fast worker at 8214 cents. And many, ever 
with the incentive, are not able to earn the 8214 cents. 

Now, where there is a union contract there are many factories in 
Georgia and in Alabama and other cities, where the wages are $1.25 
an hour and $1.35 an hour, where you have a true incentive system. 

Mr. Lanprum. With those minimum Wages of $1.25, do they also 
have the incentive pay scale above the $1.25 ¢ 

Miss DickasoNn. Where there is an average wage of $1.25 there 
would be some workers who would be making $1.50 or $1.60. 

Mr. Lanprum. Did I understand you to say that the national aver- 
age in this field is 96 cents ? 

Miss Drcoxason. In work clothing it is 96 cents. In shirts it is 
$1.09; and in the manufacture of men’s suits, which is where the 
union represents a very large percent, more than 90 percent of the 
workers, the average is above $1.60. 

Mr. Lanprum. Do you have any statistics to show what the average 
would become if the $1.25 minimum, as you request here, is legislated ? 
What would the average wage be with the incentive pay added to that? 

Miss Dicxason. If we now have a 96-cent average in work clothing, 
based on a 75-cent minimum, we have a difference of approximately 
20 cents an hour which is a little more than one-fourth of 75 cents, 
I believe, if my arithmetic is right at this moment. If the same differ- 
ential resulted, we might then have, on a minimum of $1.25, we might 
then have an average wage of $1.50 or $1.40. 

Mr. Lanprum. I believe that is all. 

Miss Dicxason. I might comment that this resulting average wage 
would still be more than 40 cents an hour below the national average 
which is $1.86 in manufacturing industry. 

Mr. Lanprum. You are speaking of the average minimum wage in 
overall manufacturing, and we are not talking about the garment 
industry, are we? Your average in the garment manufacturing is 
96 cents, as I understand it. 

Miss Dickxason. The average in work clothing is 96, and my final 
comment was this: Your inquiry was what average wage might be 
anticipated if there were a minimum wage of $1.25. 

Mr. Lanprum. I wanted that restricted, if you could, to the garment 
field. 

Miss Dickason. I did, in replying. I stated that in work clothing, 
if the same differential were maintained, an average might go some- 
where between $1.40 and $1.50. And then merely I added the com- 
ment that even with the average that would result from $1.25 mini- 
mum, that these workers would still be seriously underpaid as com- 
pared with other manufacturing workers in the United States. 

Mr. Lanprum. That is all. 

Mr. Roosrve.t. Could I ask a question of the Chair? 

Will these gentlemen and the lady be back on Tuesday for further 
questioning, or is this to be all of it? 

Chairman Barpen. It is not expected, and I was trying to conclude. 

Mr. Roosevert. I regret that because of the wealth of material 
which has been presented here. To me it is a great shame that the 
gentlemen on the other side of the table are not here so that we might 
answer some of the questions that have been raised. 

I would simply like to add my compliments to the presentations 
because I think, particularly on sheet No. 20, the gentlemen from New 
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York and some of the other gentlemen on the other side of the table 
will find many of their questions answered. I am sorry that we 
cannot have the opportunity to develop it at a future time. 

Mr. Otiver. Mr. Chairman, we have attempted to cooperate in 
expediting the hearings, and the hearings have gotten underway rather 
late in the session, and we have attempted to consolidate the CIO 
testimony to the extent feasible. 

We had hoped that we could conclude the testimony today, but I 
would like to say that Mr. Barkin would be available on any day that 
would not interfere with the normal scheduling of -witnesses, on some 
date the committee might choose to invite him back. I am sure that 
he would be available to the committee for further development of 
testimony. 

Mr. Rooseverr. It seems to me a great shame that this committee, 
which has this tremendous problem under study, when we have wit- 
nesses who are dealing with the specific objections which are raised 
against the $1.25, that they are not given a chance to put not only 
on the record of the committee, but also out for members of the press 
who were here when previous questions were asked—it seems a great 
shame when the answers are here and we do not get a chance to prop- 
erly bring them out. 

I hope that perhaps Mr. Barkin will have an opportunity to come 
back when the rest of the members of the committee are here. 

Chairman Barpen. Let me say that if there is some demand for it, 
that will be done. There is no way for the chairman to proceed 
other than to state the fact that those who are interested enough to 
want to expand the subject or question or discuss the matter further 
could have stayed just as we did. I do not see how I could guess that 
they might want to ask some questions. 

Mr. Roosrvett. I have no criticism of you at all, Mr. Chairman, and 
I was just expressing regret, 

Chairman Barpen. I did not construe it to be a criticism of me. I 
just state that I do not know whether they do or do not want to ask 
questions, and I would not like to impose upon these folks to come 
back on the assumption that someone might wish to ask some ques- 
tions, 

Mr. Roosevetr. I think it is up to the members of this side of the 
table to develop the testimony when the other members are present. 

Chairman Barpen. Miss Dickason, I was interested in your state- 
ment that you had gone into some of the agricultural areas. Even 
though the conditions were bad—and I know of some of those con- 
ditions—I am interested that you found that sweatshop wages that 
you referred to were still better than it was on the farm. 

Miss Dickason. Well, sir, I was born and raised on a farm myself, 
and so I know what the struggle is on a farm. 

Many of the people in these communities are remaining on the farms 
and I sincerely hope that a number of the men to whom I talked, who 
hoped that they could make a living on the farms, will be able to re- 
turn to the farms if they so desire. 

Chairman Barpen. Well, here is why I mention that. I do not 
think there is anyone on the committee that does not realize that since 
we have a minimum wage that it should be somewhere in line. 
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As far as I am concerned I have announced on a number of occasions 
that I am in favor of a raise in the minimum wage. It think it is 
proper, and I think it should be done. 

I have also said on a number of occasions that the thing that dis- 
turbed me was where to put it. 

Now, it cannot be simplified to the point, in my opinion, that the 
only thing necessary to make all America better and more folks happy, 
is to extend that chart that Mr. Barkin has so that you make those 
lines out there longer and then raise the minimum wage to $1.25 or 
$1.50, or $2, or $5. The bulk of Mr. Barkin’s argument would apply 
just as well to $3 as it would to $2, as it would to $1.25. 

I am concerned with this, and very seriously so, and it does not 
spring from any opposition to $1.25 or opposition to $1, or opposition 
to 40 cents. It springs from my experience and observation in the op- 
eration of our economic system. I am about to run completely into a 
fog on it. The farm people that you speak of that consist of over 25 
million people, buy the work clothes, and they buy a lot—strange as 
it may seem—of canned goods. 

I can remember when I was on the farm that if my eyes ever fell 
on a tin can, that is what I kept to put my fishing worms in. Now 
they clutter up everything. There is no trouble in finding a can. 

Every bit of the machinery they use, and every vehicle, and every- 
thing else, is constantly going up, and their income is constantly going 
down. Now I do not know what causes that. Heaven knows I wish it 
did not work that way. 

You have seen it time and time again and I saw it coming up the 
other day when a man with his whole family, from little children 
10 years old on up to girls 19 and 20 years old, out chopping cotton 
and working on the farm. 

I saw a little child working a tractor that he would have to jump 
off the seat and jump down to the pedal to work, and then crawl back 
on the seat and ride to the other end of the row. 

Now, the thing that I do not want to happen is for us to get out 
of balance to the point that will do unnecessary injury. I do not 
even know whether it would work if we got it back in balance, because 
it is getting me tangled up. We can take up the argument and say 
every time we raise this everybody is happy and everything gets 
better. It does not work with 25 million people. It is plausible and 
it ought to work, but it just does not work. Now that is the thing 
that disturbs me. 

With them in the area we know that what they are going to buy 
is going up. That is just commonsense. We know that. You can 
call it inflation; or you can call it what you please, but we know 
one thing: If it costs $5 to make a pair of shoes, then the price and 
handling charges and so on are going to be added to it. That is just 
plain commonsense. 

Now there ought to be some balance in there, some place to hit 
where we could begin to stabilize the dollar, and get things out of 
this wartime economy. We cannot overlook the fact that in 1939 
when we passed the first act, up jumped World War II. In 1949, 
when we passed the next one, up jumped the Korean war. 

Miss Dicxason. Do you remember 1933% We didn’t have a war 
after that one, 
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Chairman Barpen. We had a war during 1933, though. We had 
a depression, and I will tell you what saved our lives, and you know 
it just as well as I do, and that is when I came up here to Congress 
1 think there were about $8 billion in circulation in this country and 
our financial circulatory system was dried up, and we poured money 
in, and we poured it in in many instances foolishly when you look 
to the individual project, yet it did start the economic and financial 
circulation in this country. 

Miss Dicxason. May I just make these observations on your com- 
ments: It does seem to me that we have two major problems in our 
economy. There are manifold problems, but of the variety we have 
been discussing this morning we have the problem of our workers 
who are paid substandard wages, and we have the problem with the 
farmers. 

As far as the effect on the farmer of an increase in the minimum 
to $1.25, it would be extremely small. I believe that Mr. Barkin’s 
tigures showed that the effect on the total wage bill would be only 
2 percent. That is very small. Most of the products that the farmer 
buys would be in no way affected whatsoever by $1.25. That is the 
basic point here. 

It is that the vast majority of American workers are making so 
much more than the minimum that is being here requested that only 
a very small segment of the products that the farmer does buy would 
be affected by this. 

Then I might conclude that in hundreds of communities the farm- 
ers’ wives and their daughters and in some cases, I remarked, the farm- 
ers themselves, are going to work in these garment factories, so that 
they would benefit not only by the additional income which would 
come into their households from the direct increase in the minimum, 
but also by the increased purchasing power. 

My own feeling is that because so few things that the farmer buys 
would be affected at all by this minimum, that that effect would be 
overbalanced by the increased purchasing power and the increased 
demand for what the farmer grows. 

I think the farmer would be better off with this minimum. 

Chairman Barpen. Of course, we are not doing the country any 
good when we dry up the personnel in the farms and take them into 
the cities. You know the greatest balance wheel in this country, eco- 
nomically and morally and otherwise, are the rural people. I believe 
it was Jefferson who paid tribute to them. He said that so long as 
our rural people preserve the balance that they had in this country, 
America was safe, or something to that extent. 

But here is what I do not like: I know some instances of 2 or 3 
small garment operations. I know they are not paying those workers 
enough, and I know why they are there, and I know they are in com- 
petition with somebody that is paying enough. I do not like that any 
more than you like it or anybody else, as far as that goes. But the 
trouble is I can go to work on attempting to correct those situations, 
but the minute I do that you folks begin to go to work to correct farm 
operation. 

For instance, the cotton gin and the little teapot sawmill that is ab- 
solutely indispensable in a farm area, or to the handling of potatoes, 
and the washing of potatoes, and those kinds of things that you say 
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you are going to make all covered. Well, you are not doing a thing 
in the world but cutting down on what will be left when the farmer 
gets through. 

Now, if we wanted to raise, as I said yesterday, everybody’s income 
10 percent as of July 1, it would not do a thing in the Lord’s world 
but just add 10 percent inflation. We know that. We know that just 
as well as anything in the world. That is approximately what the 
results would be. 

All right, do you know who has been absorbing a whole lot of this 
shock—and I do not want it to happen again, and I am willing for 
them to make a reasonable sacrifice. I think we ought to be very cau- 
tious, extremely cautious, and more cautious than any witness has 
been before this committee, on arriving at the proper place. 

If we can substantiate the $1, O. K., I will go along with it. I want 
to feel comfortable about it. But the 25 million people in America, 
rural people, are absorbing this shock. They are going to absorb it. 
We admit it because we say if we made an upward trend of every- 
body’s income as of July 1, we know immediately what the effect of 
that would be. But if we raise the income of say 2, 10, or 8 or 15 
million, and scatter it out, somebody else has got to absorb it, and 
when it hits the rural and agricultural people who work longer hours 
for less pay with less livable working conditions and home conditions 
than anybody on earth, they contribute to the scientists, and they will 
find a way to do that. 

But as I told Mr. Bailey awhile ago, you shake the agricultural 
setup in this country too much and you will set off another depression 
because the mortgages are increasing, and that is disturbing to me. 

Now, I want us to raise these wages, and I want to get at some of 
the very people that you want to get at because I do not like them any 
better than you like them. 

As far as that goes—and I do not like to see the girls down there that 
I know, and some of them I taught in school when I was teaching 
school—I know what has happened, and I feel it just as keenly as 
anybody. But I do want us to be cautious because another pop in 
inflation and you are going to hurt many millions of farm operators 
that have no protection on God’s shining earth. When he plants his 
crop he has to take what they will pay him for it. That is all. 

Miss Drcoxason. I think that there are two things there that I will 
just repeat. One, again, is that so few things the farmer buys would 
be affected, and that this is no way, in no way creating a general wage 
increase ; it only affects a few million people out of a total of 60 million 
inthe work force. Then, for those very firms that I am happy to know 
that you are aware of, Chairman Barden, there tends to be established 
in the garment industry a prevailing price at which a garment sells. 
That price may be determined by the firms which pay decent wages. 
You have a wide gap of profits there, then, for the firm which pays 
very low wages, and the sweatshop wages and stays close to that 75-cent 
minimum. So that a substantial proportion of this will be taken u 
out of profits that are earned from the exploitation of labor and will 
not come out of the farmers’ pockets. 

Chairman Barpen. Now, I go along with you and I have made up 
my mind if I ever get a good clearcut swing at the situation that I 
detest as much as you, I will do it. But every time I start to swing 
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I find myself hampered and tangled up in something else that I might 
not get along so well with it. 

Mr. Barkin. Mr. Chairman, I think the picture that you have drawn 

is an extremely relevant one, if you would focus this first on the group 
we are concerned about. First, I would like to see if we can’t agree 
that the concern which you have expressed is equally applicable to 
this group. We know that the wages have gone BR for American in- 
dustry. This group of people that we are concerned about are affected 
by the wages, and the increased prices, and the higher costs which 
have developed; and this group of people have not enjoyed a com- 
mensurate increase in earnings so that their parity has been disturbed, 
and so they can’t buy the things, the autos and electrical and other 
products. 
Chairman Barpen. Let me tell you, Mr. Barkin; let me get down 
to this point: Just think how many more tears I can shed over the 
plight of the people I see so many of than you could over the folks you 
are talking about. 

For one thing there is more of them; and another thing they are 
in a worse fix, and all of that. But if this Government were to say 
“(, K.,” we are going to put a guaranteed minimum income under them, 
would that not be something¢ You would have them growing prod- 
ucts and piling them on top of the Government, and then they would 
go to taking a bigger slice out of your check every month to buy those 
things; and then they would have to throw them away or give them 
away, and your dollar would not be worth a cabbage leaf. 

Mr. Barkin. Is the picture that you draw of the farmer a correct 
one? I would like to strike right at the basic assumption. 

You are talking about farmers in areas with which you are con- 
cerned, but the picture that you have drawn is not true of the farmer— 
and at this point I just want to qualify myself because I am raising 
the question for reflection and I don’t want to make the assertion be- 
cause I do not want to pretend that I know the farmer’s problem— 
but I think it is worthy of note that the picture you have drawn may 
not be true of the farm population as a whole. Certainly it is not 
true if I read the figures correctly. 

Chairman Barpen. Of course, it is not of the farmers as a whole, 
nor is it a condition of the workers as a whole. 

Mr. Barkin. But we are not talking about all of the workers as a 
whole here. We are focusing on that small margin of workers who 
are not enjoying the benefits of the workers as a whole. You are 
talking about 25 million. 

Chairman Barpen. I will focus on a percentage of a larger group, 
of which the small farmer consists of more than the group you are 
talking about. 

Mr. Barkin. I am not so sure. 

Chairman Barpen. You do not get anywhere by slicing them up. 

Mr. Barkin, I think the problem that you are talking about, Mr. 
Barden—and I am not prepared to go into detail and I don’t carry 
these figures too well in my mind—but I have in front of me the mes- 
sage which the President of the United States sent to the Congress, on 
April 28, 1955. 

If the picture which the Secretary of Agriculture paints is true, it 
shows this problem of the substandard farmer on which he recom- 
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mends very specific action in that message, is a special problem in the 
farm problem, and it has to be dealt with as a specific area in farms, 
so that the 25 million that you are speaking about is an all-inclusive 
figure for all farmers. The problem of the substandard farmer is a 
limited problem within the farm population for which the President 
of the United States has recommended a specific action. 

Chairman Barpen. You are getting right back to exactly what we 
agreed to, that the low-income group you are speaking of is only a 
part of the whole group. So the low-income farming group is only 
a part of that group. 

Now you have not found a single farmer coming here. Every one 
of them is producing and working, and there has not been a farmer 
before this committee raising any objection to this up to date. There 
is not a one of them. They are trusting in the Lord and somebody to 
do a little talking for them. I was just totally inadequate to do the 
job, but I cannot be unmindful of that situation. 

Now, what I say is that the farm people have always been willing 
to make their sacrifice and their contribution. They are now. They 
are definitely willing as far as that is concerned. They do not get any 
satisfaction out of seeing somebody else in as much misery as they are 


in. They are just—as I said yesterday, you will not find a Commu- 
nist in a million of them as far as that is concerned. 

Now, what I want to do is for us to hit the right point, so that we 
will not shake this economy again. They can come out of it and 
we will not shake it too much again so that more of it will fall to them. 
It will not hurt to bring this minimum wage up and cover the inflation 
that has taken place. I do not like the idea of going back and, if 


we do not do that, then we are going backward. 

I want the other things taken into consideration and then we arrive 
at what? I want to arrive at what is best for our entire economy and 
not for just 25 million farmers, not for 22 million organized laborers, 
and not for 1 million bankers or capitalists. We have the responsi- 
bility around here of looking after all of them, and if you give any 
one of that group everything they wanted it would put the rest of them 
in a horrible fix. 

So our job is to see if we cannot arrive at the thing that will do the 
most people the most good and the least people the least harm. That 
is exactly what our problem is. I, myself, in my position, want $1.25 
or $2 just as bad as you ever dared to want it. It would do me a lot 
of good. It would do my people a lot of good as far as that is con- 
cerned. I do not like the idea of being put on the defensive. Of 
course, a lot of your papers—and folks hke that just love to say mean 
and nasty and ugly things about me—but you know one thing: I can 
take care of them so easily by not reading them, It does not worry 
me a bit and I do not pay a bit of attention. The first thing I put on 
every morning is my asbestos pants so it will not burn me at all. 

We are really facing this problem. I do not want to guess at it; 
I do not feel good guessing at a thing like this. When somebody asks, 
“Why did you do so and so?” I want to answer, “I have been in every 
kind of a fight any cere could have gotten into. I have been wrong 
part of the time and right ED of the time, but if I believe I am right 
I will fight just as hard as I do when I am wrong.” 
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I sincerely want this committee to go to the floor of the House with 
a bill and with the facts to support it that will justify the figure we 
arrive at, It is not to guess at $1.25. 

You said $1.25. You are firmly convinced of that and you have 
your facts on it. Well, now, it looks like almost everybody is saying 
$1, and I ask them why—that closes up the conversation. 

Now, there is not that much difference, and I say to you in all 
sincerity, and as one who is interested in your people and certainly 
as interested in a whole lot of the people that Miss Dickason is inter- 
ested in, that it puts me in an awful spot not to have an answer. It 
will put the committee in a spot. 

I just do not see how, if I was firmly convinced that $1.25 was right, 
I would not take $1. I mean that is too wide a spread. That is too 
wide a place to haphazardly guess at. That disturbs me and some of 
the members on the committee, I am satisfied, will say, “If you cannot 
get $1.25, we will get $1.” 

Well, outnumbering has never appealed to me; logic does, and rea- 
son. SoIam just as interested in this raise in this minimum as you can 
possibly be, but I cannot forget the millions of people in this country, 
some of them old folks on retirement, and railroad retirement and 
social security, all of those things, and inflation hurts. It hurts them. 
When they retired they had enough to comfortably live on, and they 
have not got it now. Don’t tell me it is not a serious thing. They are 
not able to work now. We could very easily cut down their buying 
power and leave them absolutely less because they cannot work. 

Now, that is how serious it is. Perhaps I am leaving the impression 
that I am too emotional about the thing; but when we affect the econ- 
omy without good, solid sense and reason for fixing a thing like the 
minimum wage, then I think we are toying with one of the very vital 
organs of our economic structure. We are coming out with a bill, and 
I think or I hope we will come out somewhere near right. 

But I did want to say that. You are sincere about it. You have 
worked on it until you have virtually lost all of your hair. Mine is both 
falling out and turning white. 

Mr. Barkin. The Lord had done me a little turn. Before it turns 
white, I lose it. 

Could I just reassure you with one figure which possibly may calm 
your concern for these people. There is one little figure which prob- 
ably epitomizes the fact that we can take this step without the dis- 
turbing things that have been concerning you. We know that wages 
have risen during the last few years and just to take a year, since 1953, 
you find in every industry, other than those industries we are talking 
about, wages rose from $1.77 to $1.86 right now. That is in manufac- 
turing; and in retail it has gone up 9 cents during that period. 

During that whole period, consumer prices have remained stable 
and have even in a minor way declined. But even eliminating the 
minor decline, let us call it stable. 

Chairman Barpen. You mean something has gone down ? 

Mr. Barkin. Yes. That is the significant fact, Mr. Chairman, that 
during this period when wages have gone up the cost of living has re- 
mained stable, and the President of the United States in his press con- 
ference on Wednesday took particular opportunity to boast of that 
particular fact; that during this whole period prices have remained 
stable and their official figures indicate a slight decline. During that 
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same period of time wages have gone up. So that there is not that con- 
cern, or necessary concern. 

Chairman Barpen. Let me say this, now, I always give everybody 
in polities just a little leeway to brag a little bit about things. 

Mr. Barxtn. We can discount the bragging. 

Chairman Barpen. Your statement does not allay my mind for this 
very simple reason, Mr. Barkin: In 1939 we virtually abandoned our 
normal economy in this country for wartime economy, and we poured 
billions and billions. In 1949 when we passed it again, wartime econ- 
omy took over and we are pouring billions into it. In 1953 we were 
pouring sixty to seventy billion dollars into the War Department in 
all of the buying of lands and buying of camps. Heavens above, the 
price of labor down in my area juts piled right on up. Of course, the 
Government pays awfully good wages. That is all right. 

But now for the last period, since 1953, we are now spending a tre- 
mendous amount, some forty or fifty billion dollars. We cannot dis- 
abuse our mind of the economic effect of pouring that much money in. 
The thing that does bother me when we are on that line is are we look- 
ing for continued wartime economy? If we are not wise men would 
begin to buttress themselves a little bit, and see what is coming next. 

Now, I do not want a war, even if it does help. One of my com- 

laints has been that war does too many people too much good. We 
1ave learned to enjoy wartime economy. It is going to be a kind of 
popular thing. Whoever wants to advocate that ought to get in a 
good first-class war and see how they enjoy it. But, anyway, I hope 
we are not going to continue on a wartime economy. I hope that we 
are not going to be piling up. I hope that we are not going to have 
to keep between 4 wh 3 million men under arms with all of the billions 
that we pour out in dependents’ payments and all of those things. 

The thing that makes me think a little bit about it is that we should 
advance and let us catch up, but for the Lord’s sake let us not start in 
operation any further inflationary time. 

The committee is in recess until tomorrow morning. 

Mr. Ottver. Before you do that, may I say first on behalf of the 
CIO that we will be as helpful as we can in assisting you at arriving 
at that figure that you are seeking to arrive at. 

Secondly , | would like to, if Viney, have your permission to put in 
the record at this point statements on behalf of a number of CIO 
unions who would like to have their statements in support of the mini- 
mum wage presented. 

Chairman Barpen. Have you given those statements to Mr. Hussey ? 

Mr. Ottver. We have copies of statements in behalf of David J. 
McDonald, of the United Steel Workers of America, and L. S. Buck- 
master, United Rubber Workers of America. 

Chairman Barpen. May I suggest that you turn them over to Mr. 
Hussey and they will be incorporated ? 

Mr. Ottver. Could we have them appear at this point in the record, 
and also Mr. Barkin’s complete statement ? 

Chairman Barven. Yes; that, I think, is very proper; and let me 
say this to you, that I do genuinely appreciate you folks coming before 
the committee and you are experts in this field, and you do more work 
in it than the individual Member of Congress can do, and you are help- 
ful. I really am very sincere. It would be awful for a committee of 
Congress to assume that they know everything about everything. 
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When you show me a Congressman—and I have never seen but just 
a few in the House—that knew everything about everything, then I 
finally had to conclude that he did not know a thing about anything. 

The committee is most anxious to have your help. 

Mr. Hussey. Mr. Chairman, there also has been submitted for inclu- 
sion in the record the following statements : 

Statement by Thomas H. Burke, chief of congressional liaison, CIO, 
on behalf of the United Automobile Workers, CIO. 

Statement by Congressman Emanuel Celler. 

Joint statement on revision of Fair Labor Standards Act by Presi- 
dent Paul L. Phillips, International Brotherhood of Paper Makers, 
AFL, ane President Harry D. Sayre, United Paperworkers of Amer- 
ica, CIO. 

Statement of the Northern Textile Association. 

Statement of L. §. Buckmaster, United Rubber, Cork, Linoleum and 
Plastic Workers of America, CIO. 

Statement of William Pollock, executive vice president of the Tex- 
tile Workers Union of America, CIO. 

Statement of David J: McDonald, president of the United Steel- 
workers of America. 

Statement by Representative Thomas Ludlow Ashley. 

Statement of the International Union of Electrical, Radio and 
Machine Workers—CIO. 

Statement of Anthony Valente, international president, United 
Textile Workers of America, AFL. 

Statement of Congressman Charles A. Boyle. 

Chairman Barpen. If there is no objection, the statements will be 
included in the record. 

(Statements referred to follow :) 


PREPARED STATEMENT OF SOLOMON BaRKIN, CHAIRMAN, CIO Fatr Lapor 
STANDARDS COMMITTEE 


The modernization of the minimum wage is urgently needed. Millions of 
workers are unable to share in our rising national wealth and income. Their 
poverty and substandard conditions are a drain upon our public organizations 
and a drag upon our national economic activity, dangerously gnawing at its 
vitals. Our international prestige is being undermined by the continued exist- 
ence of these low-wage areas. 

We are seeking improvements of wages for the economically disfranchised. 
They are people who have been unable to organize and to press for their own 
advancement. These are the people who receive low wages and substandard 
fringe benefits. Their lot is annually becoming relatively worse as the wage 
levels in American industry move ahead. We must not fear, as the employer 
representatives have urged, that the improvement of the lot of these people will 
generate a cycle of wage increases for the remainder of the American industrial 
population but rather must we be concerned with the disastrous national econom- 
ic and social effects of the lag in wages in these industries as wages and benefits 
increase in leading and predominant ones. While we are discussing a rise in 
wages for these low-wage workers, new frontiers are being established by the 
automobile, steel, and other organized workers. These are here united in plead- 
ing with the Congress of the United States to narrow the gap and to make a 
modest improvement in the minimum wage to $1.25 so that these discriminated 
against may be brought more nearly abreast of the vast changes we have widely 
come to enjoy. 

It is false to argue that the market quite accurately sets the true prices for 
goods and human services. Our wealth is not reasonably allocated by deserts. 
We know that the strong beat down the weak. Government is here to bring the 
conscience into the market. 
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We had to declare that labor was not a commodity before the market could 
be prevented from exploiting the weak. We had to undertake the legislation 
against the sweatshop before unconscionable wages were debarred. Wage legis- 
lation is needed to assure that the increases are shared in our industrial pro- 
ductivity among the unorganized and low-wage workers. Minimum wage laws 
are imperative to provide a more realistic wage floor to compensate workers for 
their skills and reward them for the hazards and the risks they face on their jobs. 

The farmer has learned the same lesson. He has demanded and secured a 
price floor for he knew the inhumanity of the market which deprived him of his 
rewards. 

Instead of worrying about the unlikely eventuality of inflation, we must truly 
be concerned with how the worker in the low-wage industries shall have money 
enough to pay for the rising prices of the goods which he buys. The prices of 
the goods of other industries as well as those produced by his own toil have risen. 
Yet his income has not kept abreast of them. The sellers are not concerned with 
his income, nor do they set prices to meet his pocketbook. They look at the 
national market and buying power and its growth and set their prices in their 
terms. How can we equate the buying power of the worker in the low-wage in- 
dustries with the national price trends if we don’t raise the national minimum 
wages? 

We are all troubled by the uncertainties of the second half of the year. When 
automobile sales contract: when the housing boom subsides; when consumer 
credit is shrunken and mortgages are given less liberally ; what will be the effect 
on our ecoanomy? How can we sustain a consumer credit load of $30 billion 
and a housing mortgage burden of $95 billion? How can we generate a new 
flow of buying power which will keep our economy operating at high levels? 

We are now regaining the economic peaks of 1953, but our population has risen, 
our unemployment is not dropping, and unused capacity persists. A new volume 
of buying power generated by the rise in minimum wages can contribute to the 
solution of these challenges to our ability to utilize fully our capacity and human 
resources. This is a reason for the urgency for the immediate passage of an 
amendment to the Federal minimum-wage law which would establish an adequate 
minimum wage. 

An increase in the minimum is needed because it is the only way to correct one 
important cause of low wages, namely, inadequate worker bargaining power. 
This is a real reason for low wages in the American economy. Workers with 
strong unions can obtain wages at least on par with the remainder of American 
industry even when their skills and training are modest and their employers’ 
profits are low. Economic power is recognized in the market place. The absence 
of such power among the workers in the low-wage industries is the cause of their 
low wages. It is this lack of worker bargaining power which is to be corrected 
by the minimum-wage legislation because it produces the unjust “sweating” of 
labor, undermines the soundness of our economy and ruins our standing as a 
nation. 

The workers’ weak bargaining power results in low wages both in high- and 
low-profit industries. This situation exists in highly competitive as well as 
semimonopolistic industries. It persists when the particular industry earns 
high or modest profits. It continues when the industry is experiencing unusual 
increases in productivity and when workers skills are rising sharply. Low wages 
are rooted in low-bargaining power. 

Competitive forces in some industries inhibit improvements, in wages even 
when the industry is making money. The low-wage fringe insists on the exploi- 
tation of the labor foce and resists higher wages. It prevents those employers 
who are willing to increase wages from acting. This was the lesson we learned 
during the days of the National Industrial Recovery Act. The experience during 
the last few years confirms this conclusion. The resistance of a group of 
employers is preventing the effective operation of the Walsh-Healey Act which 
could stabilize wages in terms of going minimum levels. But the bitter-enders 
would have no truck with any advance. They have fought the Secretary of 
Labor’s findings and prevented effective stabilization of competitive wages. This 
opposition to higher wages can only be corrected by appropriate Federal mini- 
mum-wage legislation. 

The union experience in the low-wage industries will be presented to you 
for the food, apparel, textile, lumber and nonmanufacturing industries. Repre- 
sentatives will relate the human misery and suffering and the major social 
costs attendant upon the continued existence of substandard pay. They will 
relate the threat that these low wages present to the wage levels negotiated 
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by unions. They will set forth the amount of industrial conflict generated by 
the persisting competitive tensions resulting from low-wage plants in these 
substandard industries. Major strikes have been caused by the efforts of higher- 
wage employers to right their competitive position through wage cuts. Many 
communities have lost their sole or major economic base through the loss of 
plants to low-wage communities. Tremendous social investments have been 
sacrificed by the persistent search of employers for low-wage locations. These 
moves can be moderated by setting a fair Federal minimum. 

The newly developed industrial areas throughout the country will benefit 
greatly from such an increase. They had until recently depended upon attract- 
ing low-wage industries. But now they have matured. They have built up 
large buying markets; they have found large natural resources; they have 
created new scientific centers and organized the needed educational institutions. 
They have the foundation for the future. Their needs are to sustain these 
through adequate local markets. The increase in the minimum wage will help 
build such buying power. Low wages will discourage rather than encourage 
the building of modern industry. Such industry demands ambitious, responsible, 
and forward-looking employees who can be recruited from high-wage areas. The 
executives and employees want to live in progressive communities; low-wage 
areas do not provide such a setting. 

The opposition to higher minimum wages does not spring from the great mass 
of American industries. They have come to believe in the principles of sharing 
productivity, raising wages with increases in cost of living, and using profits 
for mutual advantage. They have learned that a mass market is essential to 
the growth of industry. High wages and rising producitivity are their philos- 
ophies. But it is not the credo of the opponents of higher minimum wages. 
They were schooled in older, outmoded philosophies and have tenaciously clung - 
to them while American industry has marched on. These vestiges of an older 
industrial society who have kept wages low and maintained obsolete patterns 
of working conditions must be helped to see the “American way.” 

Their very conservatism encourages the managerial inertia which impedes 
progress. The managements of low-wage plants which are slovenly operated 
have lessons to learn from the progressive concerns. All employers are learning 
of the advantages which modern technology offers. It is there for the asking: 
Many individuals, companies, and universities are ready to help them adapt 
these developments to the special needs of their firms. They need to move 
ahead. Low wages have made them inert; a wage rise will get them out of 
their stupor. We have found that out in collective bargaining. Rising wages 
have produced new managerial inventiveness. The same will happen with a 
new rise in the minimum wage. This was true in the past with the rise to 
40 cents and then to 75 cents. Managements will be stimulated. The effects 
on costs will be nominal. In fact, costs may be reduced since the new spur 
to managerial initiative may start a new cycle of managerial creation and 
possibly open new markets and result in new products. It has happened before 
and will be repeated again. ‘To believe otherwise is to misread the lessons of 
our American society. In other countries wage increases may not produce 
these results because cartels and restrictive practices insure that wage increases 
are passed on in price increases. But in this country we have found a wealth 
of alternative techniques and products. We have relied on invention and innova- 
tion to circumvent price increases. By raising the minimum we provide room 
for these creative forces. 

Low wages are not only injurious to the persons receiving them, but also to 
the very communities and nation which tolerate them. We have created a 
special welfare economy for these low-wage industries. The public and gov- 
ernment are subsidizing these laggard employers by maintaining their employees 
either through direct grants, or the high costs of social and human neglect. 
The Federal Government grants greater social subsidies to the low-wage areas 
than to others. The States usually extend greater aid to these communities 
than to the average area. Our defense is weakened by the high rejection rates 
of young men from low-wage areas, Our social problems are aggravated by 
the high delinquency rates among these groups. Taxpaying ability of low-wage 
communities is kept low. Low incomes stunt or debilitate the individual. Am- 
bition is frustrated and morale destroyed. 

If we believe in the philosophy of high productivity and high wages which 
we proselytize abroad we must implement it at home through a modern wage 
law. We have tolerated too long the existence of economic outcasts in the 
low-wage industries. They are being kept beyond the American pale. They 
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are being beaten down in their efforts to organize. They are being neglected. 
To continue this state of affairs is to renounce our rights to leadership among 
the nations of the world. 

We must act immediately to correct this unhealthy condition. 

We are setting forth in detail the facts supporting our position in favor of 
$1.25 minimum. We are submitting the extensive research material we have 
prepared for our statistical estimates and to buttress our conclusions. We 
shall gladly furnish such additional materials your committee may find useful. 
We have assembled the voluminous information we believe will lead to sound 
action since, unlike previous years, the burden of preparation must almost 
exclusively fall upon the trade-union movment rather than being shared by 
the Government. 


I, THE PRESENT MINIMUM WAGE IS NOW OBSOLETE AND MODERNIZATION OF THE ACT 
IS ESSENTIAL 


In the discussion of the revision of the Fair Labor Standards Act of 1949, 
there is virtually no disagreement on one conclusion, namely, that the present 
minimum of 75 cents is obsolete. The 75 cents has no tangible effect upon the 
current wage schedule and is tantamount to the absence of legislation. Con- 
ditions have advanced beyond this level. The present administration finally 
recommended a 90-cent minimum. We believe this amount to be inadequate. 

We urge the universal $1.25 minimum not because it will eliminate all forms 
of substandard wages, but because it is a step toward the eradication of the 
worst forms of underpayment, discrimination, and exploitation of the bargaining 
weaknesses of groups of American workers. Bvery objective analysis of the 
- wage problems of 1955 demonstrates the validity of the goal we have set in 
seeking the $1.25 minimum. 


Estimated effects of the higher minimum 

Our estimates indicate that of the 22,200,000 persons covered by the act on 
April 1954, 3.56 million workers would be affected by a $1.25 minimum, with 
an increase in payroll of less than 2 percent, or $1,636 million. In contrast, the 
90-cent minimum would affect hardly 691,000 workers or less than 3.1 percent 


of the covered workers and produce raises of $124 million, or less than two- 
tenths of 1 percent. A $1 minimum would affect less than 1,271,000 workers, 
who comprise 5.7 percent of the employees and cost $343 million or four-tenths 
of 1 percent of the total payroll. A $1.10 minimum would affect less than 
2,137,000 workers comprising less than 9.6 percent of the work force and 
increase payrolls by $727 million or 0.9 percent. 

We are submitting in fact sheets Nos. 12 and 21 a complete enumeration 
of the calculations upon which these conclusions have been obtained. We believe 
these to be conservative estimates of the direct impact of the minimum. They 
are derived primarily from a series of studies made by the Bureau of Labor 
Statistics. As indicated in fact sheets Nos. 12 and 21, the above figures result 
from four basic corrections in the BLS figures. (Fact sheet No. 12, pp. 3-4 and 
appendix table 2 and fact sheet No. 21) : 

(1) The first is for the elimination of apprentices, beginners, handicapped 
workers, and uncovered workers exempt from the minimum, and cases of non- 
compliance, as revealed in prior studies by the BLS. 

(2) The second is for the discrepancy between the distribution of earnings 
reported by the BLS in its basic study entitled “Wage Distribution for Factory 
Workers, April 1954,” based on 4,000 plants and its individual industry studies 
of straight-time earnings and the average hourly earnings published monthly 
from payroll reports of 44,100 plants. After correcting the latter for overtime 
and the payments for shift differential and extra pay for weekends and holidays, 
there is still a discrepancy of 5 cents per hour. The BLS special study shows a 
straight-time average for all manufacturing of $1.68 for April 1954, whereas the 
regular monthly report, after correction for overtime, shows an average of $1.75 
and after the special allowances for night-shift premium, etc., an average of 
$1.73, which is still 5 cents higher than shown on the report on distributions. 
This discrepancy prevails for each region (fact sheet No. 12, table I, and ap- 
pendix table 1). The discrepancy also exists in the individual surveys for which 
comparisons are possible. Here the difference between the straight-time average 
hourly earnings and the adjusted average hourly earnings range up to 15 cents 
per hour (fact sheet No. 12, appendix table 3). The BLS estimates a difference 
in wage levels of 3 cents, presumably ascribing the additional 2 cents of the 
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5 cents to the technical factors. We are, therefore, accepting the correction for 
a downward bias in the distribution study to be 3 cents, 

(3) The law permits employers to count shift differentials in determining 
compliance with the statutory minimum. Therefore, in calculating the impact 
of a new minimum the earnings inclusive of shift differentials have to be 
considered. 

(4) Another factor which would reduce the impact has been the increases in 
average hourly earnings since April 1954 upon which the preceding figures were 
constructed. Straight-time average hourly earnings were then $1.75, and in April 
1955 they were $1.81 for manufacturing workers. The increases in the durable- 
goods industry average was 5 cents per hour and for nondurable goods indus- 
tries 5 cents; for nonmanufacturing industries the following increases occurred 
in straight-time average hourly earnings between April 1954 and March 1955: 
metal mining, 2 cents; petroleum and natural gas, 4 cents; nonmetallic mining 
and quarring, 4 cents; telephone, 6 cents; telegraph, 7 cents; gas and electric 
utilities, 9 cents; wholesale trade, 5 cents; retail trade, 5 cents. 

All four corrections have to be made. Substantial agreement exists on the 
magnitude of the adjustments. The corrections are difficult to apply to the indi- 
vidual industries without detailed studies. In addition to the correction made 
for learners, apprentices, handicapped workers, and for low wages of uncovered 
workers, the necessary adjustments are as follows: slightly less than 1 cent 
difference in plant averages to account for the payment of shift differentials; 
3 cents downward bias in the “distribution study”; and 5 cents for the increase 
in the general wage level since April 1954. The sum of these 3 adjustments is 
of the magnitude of 9 cents. To assure the most conservative estimate, we have 
assumed the understatement due to these 3 factors would be approximately 
5 cents in the wage levels under $1.25. This procedure was followed in order 
to avoid any doubts about the propriety of the final results. 

The effect of these adjustments are set forth in the following estimates of the 
impact of the higher minimums: 


TaBLE I—Number and percent of covered employees affected and increase in 
payroll cost resulting from higher minimum wage rates, May 1955 





9-cent | $1 mini- | $1.10 mini- | $1.25 mini- 
minimum mum mum mum 





. Number affected: 
(a) Uncorrected , 846, 
(6) Corrected for inclusion of uncovered groups. . , 612, : 
(c) Corrected for (6) and for other deficiencies '_. , 271, , 137, 


. Percent of covered named emngiayaes affected: Percent 
(a) Uncorrected 5.1 8. 12.9 
"3 Corrected for inclusion of uncovered groups-- : .¢ 11.6 
(ec) Corrected for (b) and for other deficiencies !__ 3 5. 9.6 


(a) Unco; 
(6) Corrected for inclusion of uncovered groups-- 435 
(c) Corrected for (6) and for other deficiencies !_- 343 


. Annual increase in payroll cost: i Millions Millions 
enol. $202 $497 R64 


x er aoenee in payrou cost per dollar of payroll: e Cents 
0.3 0.6 


o Sonal for inclusion of uncovered groups-- “2 
(c) Corrected for (0) and for other deficiencies !. H . a 











.6 
4 








! Corrected for overestimation due to exclusion of shift differential from hourly earnings in BLS surveys; 
discrepancies between BLS distribution study and its industry and monthly earnings reports; and wage 
increases since April 1954. 


Reasons fer higher minimum 


Modernization of the minimum rate is imperative. The 1949 revision of the 
act was itself a compromise measure which the House Committee on Education 
and Labor characterized as “inadequate.” The cost of living has since risen; 
national productivity has been improved; the general level of wages is meas- 
urably high; the minimum wages in union contracts are far above 75 cents and 
exceed $1.25 in major industries; the minimum required for decent living is far 
above the current minimum; our ‘national income has risen significantly. These 


pee place upon Congress the obligation to raise the minimum from the present 
eve 
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1, The cost of living has risen from January 1950 by some 14 percent. But in 
addition an allowance must be made for the fact that. the rate of increase for 
the lowest-income group far exceeds that for the middle-income group on which 
current figures are founded. A previous study showed that the ratio is approxi- 
mately 1.4 percent increase for the lowest-income group for each 1 percent rise 
in the middle-income group. For the purpose of preserving the greatest cau- 
tion, the adjustment factor we are employing is 1.25. This will assure that any 
wartime excesses reflected in the 1.4 figures are not now applied. The significant 
fact is that the relatively greater rise in the price index for the low-income group 
was Observed despite the fact that the price increases in food and rent for the 
low-income group and moderate-income group were alike. The differences in 
price trends for the other items were most marked, The disparity in the types 
of goods bought, and not the different relative weights of the items bought, was 
responsible for the fact that the rise in living costs for low-income group was 
greater than for middle-income families. The addition of a margin allowing for 
this difference in price trends results in an increase in the cost of living of some 
18 percent. (See CIO Fair Labor Standards Committee Fact Sheets No. 1, No. 
15, and No. 21.) 

2. The available evidence, moreover, indicates a rise in the rate of productivity 
in the national economy since 1949 of some 19 percent (CIO Fair Labor Standards 
Committee Fact Sheet No. 1). 

3. The cumulative effect of the cost of living and the growth in the national 
productivity would in themselves justify a rise in the Federal minimum wage by 
42 percent, or to at least $1.06. 

It is significant to note that an analysis of the minimum wage problem by 
Dr. 8. A. Levitan of the Legislative Reference Service of the Library of Congress 
concludes as follows: “The determination of a new minimum wage to become 
effective probably in 1956, would have to consider not only the increases 
in cost of living, but the rise in productivity during the 6 years since the last 
minimum wage became effective * * *. An equitable minimum wage, which 
would take into consideration increases in cost of living, and rise in productivity 
(at an annual rate of 3 percent) would justify an immediate minimum hourly 
wage rate of about $1.05)” (Congressional Record, April 26, 1955, p. A2769). 

4. Actual average hourly earnings of production workers in manufacturing 
industries has risen from $1.418 in January 1950 to $1.86 in April 1955, a gain 
of 44 cents. 

5. The basic wages in American industries under union contracts had been 
raised directly by the end of 1954 by sums ranging from 38.5 cents to 52.5 cents. 
In addition, incentive earnings have been liberalized. Moreover, additional 
funds have been granted to eliminate inequities and to standardize the wage 
patterns; fringe benefits have been negotiated which are not reflected in these 
sums. The substandard workers have enjoyed few of these gains and their 
fringe benefits tend to be much lower than in the typical American industries 
(CIO Fair Labor Standards Committee Fact Sheets No. 1, Table I and No. 17). 

6. The minimum wages prescribed in union contracts far exceeds 75 cents, 
ranging from $1.21 in the woolen and worsted textile industry to $1.75 in the 
automobile industry. 

7. Decent living standards in the United States demand substantial improve- 
ments in the minimum. In the declaration of policy in the act, the Congress 
stated that “labor condition (low wages) detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency, and general well- 
being of workers” should be eliminated as rapidly as possible. The Congress 
intended that the goal of the wage-and-hour law should be a wage sufficient to 
guarantee to workers a standard of living that would enable them to live in 
health, to work efficiently, and to prepare their families for the responsibilities 
of citizenship. It is therefore important for us to determine precisely what 
the monetary equivalent for these goals would be. 

A currently revised estimate of the Works Progress Administration budget for 
a family of 4 indicates that the annual cost would be $2,430, which on the 
assumption of 2,000 hours of work per year would require a minimum rate of 
$1.22. The budget developed by the United States Department of Labor at the 
behest of the Congress, entitled a “City Worker’s Family Budget,” would cost 
between $3,812 and $4,454 for the 34 cities in which it had been priced in October 
1951. Again on the assumption of a 2,000-hour year, it would require a minimum 
rate of $1.91 to earn enough to meet the lowest budget figure ($3,812 for New 
Orleans). Prices have since risen about 2 percent so that in terms of current 
earnings it would be $1.95. Neither of these budgets provides for Federal or 
State income taxes. 
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Finally the adequacy of the minimum wage can be measured against the costs 
of a “minimum adequate maintenance and protection of health budget” measured 
by a number of State departments for a workingwoman living with her family. 
The cost in New York State in September 1954 was $2,488 or $1.25 per hour 
(inclusive of taxes). Comparable, though not identical, budgets for Arizona for 
February 1954 show an annual cost of $2,312; for the District of Columbia for 
May 1953, $2,209; and for the State of Washington for May 1952, $2,664. 

These budget data indicate that the $1.25 minimum is hardly adequate to 
eliminate substandard wages for a family completely dependent upon the income 
of one person. It explains why supplementary earnings from other members 
of the family would have to be obtained in order to eke out even the most 
modest living. The present proposal would, therefore, be most modest in terms 
of these measures. 

8. The gross national product and income have risen markedly during this 
period. Gross national product has risen from $257 billion in 1950 to $370 billion 
in the first quarter of 1955, a rise of 44 percent. Our disposable national income 
has grown in the same period from $188 million to $261 million or 39 percent. 

9. Another criterion for the determination of the level at which the new mini- 
mum should be set would be a change which would affect a comparable proportion 
of workers in the current legislation as that contemplated in the original act 
in 1988. Certainly, we have the evidence that that adjustment was easily 
absorbed. A similar adjustment could be contemplated with equal confidence 
of success. In 1938, 12°9 percent of the covered workers were receiving less than 
40 cents per hour. Among the manufacturing workers, 18 percent were below 
40 cents per hour. If we would apply the same percentages to the current 
distribution, we would get a figure between $1.10 and $1.25, or approximately 
$1.175 per hour. As we indicated, the $1.10 would affect 9.6 percent and the 
$1.25, 16.0 percent (CIO Fair Labor Standards Committee Fact Sheets Nos, 12 
and 21). 

Both Secretary of Labor Mitchell and the Solicitor of the Labor Department 
Rothman have placed great stress upon the desirability of restricting the wage 
increase under the new minimum to a magnitude not in excess of that expe- 
rienced in 1950. Mr. Mitchell in his testimony declared that 1.3 million covered 
workers were affected by the 75-cent minimum and that they constituted 6 per- 
cent of the 21 million covered workers. (Incidentally, the study for manufactur- 
ing industries for July 1947 showed that 10.4 percent of the employees were 
below 75 cents as compared with 6.6 percent in November 1948. A reduction 
of similar magnitude has taken place between April 1954 and June 1955 which 
the Secretary has not taken into account in his estimates. ) 

After the corrections noted above we find that the number of persons cur- 
rently covered who will be affected by a 90-cent minimum would be 691,000 or 
3.1 percent and the direct increase in payrolls would be only two-tenths of 1 
percent. A $1 minimum would affect 1,271,000 workers, or 5.7 percent of the 
covered employees, increasing the annual payroll by four-tenths of 1 percent 
and a $1.10 minimum would affect 2,137,000 workers, or 9.6 percent of the 
covered employees, increasing the annual payroll by nine-tenths of 1 percent. 

If the Department of Labor continued to use these same criteria of the magni- 
tude of the 1950 increase, it would have recommended a minimum of about 
$1.05 per hour. 

We do not believe that the 1950 comparison is an “outer limit,’ Mr. Rothman 
proposed. As a matter of fact all comparisons suggest that the rise in that year 
was most modest and was probably the lowest effective increase experienced 
under Federal wage legislation. (See detailed criticism of the use of the 
1950 increase, CIO Fair Labor Standards Committee Fact Sheet No. 21.) 

The above nine criteria suggest that the $1.25 minimum is an appropriate 
and modest step toward realizing the goal of establishing a fair national mini- 
mum rate. It is an absolute fallback rate for the national economy to prevent a 
downward spiral of rates in unorganized plants and those unionized plants 
which would be competitively affected by a ruthless wage-cutting program 
initiated in unorganized plants. Unless we have such a floor, our entire 
economy might well be rocked by the cruel action of individual employers. 

There is widespread endorsement of the $1.25 rate. Congressmen, governors, 
local community officials, labor, church, civic and business organizations and 
individuals have endorsed the proposal. We believe that it should be recom- 


mended by your committee to the House of Representatives of the United 
States. 
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Il. A NATIONAL UNIFORM FIXED MINIMUM IS IMPERATIVE 


The $1.25 minimum must be a single national rate applicable to all areas 
and industries except for the handicapped, learners and apprentices, for which 
special regulations are provided in the act. The original act followed this 
principle when it declared in section 8 (c) that “no classification shall be 
made, and no minimum age rate shall be fixed, solely on a regional basis.” 

Regional differentials are unjustified as there are no distinct differences in 
living costs by region or size of community. The differences in costs of liv- 
ing among cities in the same regions are greater or as great as differences among 
regions. Variations in living costs among cities of the same size are greater 
than between large and small cities. In the spread of suburban communities 
throughout the United States and the proliferation of national institutions, such 
as shopping centers, and the extensive use of the automobile, differences in liv- 
ing costs and prices have for all purposes been leveled. Informal habits of dress 
have also contributed to the narrowing of differences in the cost of living. 
With the growth of the discount houses, it may be suggested that costs have 
dropped in communities with such stores, which have hitherto been primarily the 
larger cities, where higher prices prevailed. The extensive use of credit has 
meant that workers still dependent upon loan sharks or unscrupulous small-loan 
agencies where high interest rates are charged, are at a distinct disadvantage 
in cost. 

The impressive development of the so-called underdeveloped areas in our 
country during the war and postwar years has eliminated the argument that 
low wages are needed to attract capital. The fact is that new industries moving 
to the South and Southwest and other areas have increasingly been recruited 
from the durable goods industries which pay high wages and which have in 
many instances tended to maintain the wage schedules which they had in their 
older plants. Uniform national minimums are becoming increasingly more com- 
mon. The complete elimination of the differential in the steel industry is symp- 
tomatic of this trend. The newer industries moving to the South and smaller 
areas are taking advantage of natural resources, cheaper power, new markets, 
lower Government costs, water supply, and similar factors. The wage item is 
controlling only in a small number of light manufacturing industries. The 
strength of the movement for the decentralization of industry belies the argu- 
ment that industry needs encouragement from subminimum wages. Tax con- 
cessions both from Federal and local governments are being given abundantly 
to supplement wage concessions. Neither southern nor smaller areas have less 
proficient management or workers. It is proven beyond doubt that there is a 
high level of productivity in these areas. In fact, in many instances, because 
of the newness of plant structure and equipment and the absence of tradition, 
these recently established plants exceed the output in established areas. 

The cry for regional or size-of-community differentials simply has no relevance 
or plausibility. It is a mete echo of former slogans maintained to cloak petition 
by special interests. They have little support. As a matter of fact many 
industrialists not only have adopted the same wage schedules in their new 
plants as in their older ones, but many others disapprove of such differentials 
since they create unfair competition and are impossible to administer. 

The minimum rate must be fixed and not flexible. The $1.25 rate is a 
minimum rate well below established costs for a minimum standard of living 
necessary to health, efficiency, and general well-being of workers. It is not 
a living wage. It is a step toward the establishment of a minimum living 
wage. It is not related to the cost-of-living changes since it tries to compen- 
sate for the improvements in our national productivity, the changes in wage 
levels and the gap between the minimum and the goal expressed by the act. 
A fluctuating minimum is economically impractical and would create unrest 
and serves only the unscrupulous employer. It would provide Government 
instigation and sanction for wage cuts; a system of local minimums would 
deny the basic solidarity of our industrialized society. 


Ill. CAUSES OF SUBSTANDARD WAGE RATES 


We have already affirmed the conclusion that the causes of substandard wage 
rates are basically rooted in our economic organizations and not in the individual. 
This conviction is fundamental to the entire philosophy of the minimum-wage 
legislation and the principles of our economy. Our program of international 
assistance rests on the proposition that our industrial know-how and capital 
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will help other countries raise their standards of living. It is a means for 
raising their wages. There is no inherent justification for prescribing low 
wages for any set of people. We have learned that even the handicapped can 
be profitably employed at going wages after selective placement and with some 
job redesign to adapt the task to their capacity. In this day when we have 
learned to be master of our own fate, we must advance with the full confidence 
in man measuring up to the occasion. Our industrial history confirms this truth 
and our experience with minimum-wage legislation corroborates our conviction. 


A. Substandard industries did not share adequately in wage increases enjoyed 
in 1950-54 


A study of wage changes from April 1950 to October 1954 in 110 individual 
manufacturing industries reveals the following findings: 21 industries signifi- 
cantly affected by the 75-cent minimum recorded increases in hourly earnings 
averaging 18 cents from April 1950 through October 1954, largely during the 
Korean war period; 26 manufacturing industries moderately affected (usually 
by less than a 2-percent rise in the payroll) recorded wage increases averaging 
31 cents; and the 63 industries which were least affected had recorded increases 
averaging 42 cents in average hourly earnings. As significant is the fact that 
even within the industries most affected by the minimum wage, the low-wage 
areas lagged behind the general increases in wages in their own industries in 
the period from April 1950 through October 1954. For example, in the men’s 
and boys’ work-clothing industry the rise for the entire industry was 15 cents, 
but it was only 11 cents for that period in North Carolina; in the sawmill and 
planing-mill industry, the rise in the United States average hourly earnings was 
36 cents; but it was only 15.5 cents in the South (CIO Fair Labor Standards 
Committee Fact Sheet No. 3). 


B. Discrimination is responsible for most of the substandard wage rates 


Millions of workers are receiving wages lower than those that fair employers 
in their own industries are paying for similar work. Unrestricted competition 
in recent years due to the ineffective legal minimum wage rate has made possible 
the payment of a wide range of wages for the same work. Numerous studies 
have revealed this unwholesome situation. 

Differences occur in practically all substandard jobs. Many of these differ- 
entials result from discrimination against and exploitation of people because of 
color, sex, religion, nationality, education, agricultural background or location. 
Women tend to be underpaid in American industry even though they perform 
the same or similar work as men. Negroes, Mexicans, and orientals are dis- 
criminated against not only by being allocated to jobs at the bottom of the ladder 
but also by being paid less than the going wages on these jobs. As one manu- 
facturer declared during previous hearings, “many wage earners will not receive 
this well-deserved minimum unless it is required by law” (1947 House hearing, 
vol. 1, p. 582). 

Employees in the low-wage industries are moreover engaged in occupation 
which are both hazardous and require considerable skill and training. The 
efforts to create the impression that these are people without skill and there- 
fore unworthy of higher pay is completely without foundation. Unfortunately, 
even the President of the United States has been misled by this false propaganda. 

The fact of the matter is that workers in the substandard industries include 
individuals with high-school education and with advanced trade knowledge. 
They have great usefulness. It is true that many of them do not enjoy the 
mobility necessary for them to move onto other areas; but the jobs at which 
they are employed are as skillful as those found in higher paying industries. 
This is true of all of the maintenance and material-handling jobs which are 
found in all industries. It has frequently been asked, why should a sweeper 
in a lumber mill be paid less than one in an automobile plant? 

But dealing with the production jobs in low-wage industries, we find on 
examination that they require considerable education and training. We have 
made such a survey of all of these industries and have found that the typical 
productive jobs require education from 7 to 10 years. In the lumber and wood 
products they typically require 10 to 12 years. As for specific vocational prepara- 
tion, the periods range from over 1 month to 4 years (CLO Fair Labor Standards 
Committee Fact Sheet No. 19). 

Not only do these jobs require persons of long education and vocational prepa- 
ration, but jobs in many of the low-wage industries are typically more hazardous 
than in the average American industry. In fact the most hazardous industries 
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are low-wage industries. This is exemplified by the Southern sawmills and plan- 
ing mills, which had an average wage of $1.03 and an injury-frequency rate of 
44.3 per million manhours in 1953, exceeded only by the logging industry, with 
an injury-frequency rate of 76.8 per million manhours (CIO Fair Labor Stand- 
ards Committee Fact Sheet No. 18). 


C. Historical lag is cause of some substandard wage rates 

In some areas which have been belatedly industrialized and where there were 
large surpluses of agricultural labor, wages started off at low levels. It has 
taken time to overcome this initial handicap. But wages have been raised and 
the differentials have been narrowed. At first they were narrowed and now 
they have been completely closed. The historical lag is being overcome. There 
is a lag in a number of prominent older southern manufacturing industries, 
where labor organization has been weak. The law can help overcome the sticki- 
ness of low wages. 


D. Lack of bargaining power and union organization is a major cause 

Workers in organized industries generally receive higher wages than industries 
where there is little or no unionization. We have already noted the rise in 
general wages in predominantly organized industries and the minimums in organ- 
ized plants. In contrast substantially unorganized industries have lower wage 
rates. An analysis of the industries most affected by the 1950 minimum indicates 
they were predominantly unorganized industries (CIO Fair Labor Standards 
Committee Fact Sheet No. 3, table 1). In partially organized industries, the low 
wages in the nonunion plants constitute a deterrent to further improvements 
in union shops. In some cases, unorganized employers keep wages low in order 
to embarrass employers paying higher wages and to help destroy unions. 

E. Competition helps depress wages 

The depression years demonstrated what unbridled competition can do to 

yages. It was competition that forced wage rates down to 10 cents an hour in 
certain areas of the clothing, lumber, textile. and other industries in the thirties. 
It was competition that forced many unwilling employers to return to the pay- 
ment of such wages after the demise of NRA, which had temporarily put a halt 
to disastrous wage cutting. Studies made soon after the NRA was declared 
unconstitutional revealed that from 40 to 50 percent of the plants surveyed cut 
wages below the NRA code after the Government-laid floor to competition was 
removed. 

Fortunately that floor was reestablished in 1988 when the Fair Labor Stand- 
ards Act was passed. But the plants which paid low wages in 1938 tend to be 
the ones which continued to pay low wages in later years. unless organization 
interceded, as it had in the textile industry, to change the pattern. In prior 
years, we heard the story of low wages in the seamless hosiery industry ex- 
plained as follows: “Earnings in seamless hosiery are low because the industry 
is competitive; because it is located in low-wage areas; because the plants are 
small; the majority of the workers are women ; the majority of the jobs are semi- 
skilled.’”’ They still remain low; the average is now $1.16. The employers of the 
shirt industry testified formerly that “if the Fair Labor Standards Act is 
abolished, the shirt industry may return to the 19-cent levels. Unlike the steel 
or auto industries, shirt plants can mushroom overnight because of the com- 
paratively small investment required. The only advantage of the new plants 
over established firms would be excessively low wage levels * * * We ask you 
not to force us to compete on that basis again.” 

Wage cuts have been experienced during the last few years in a number of 
low-wage industries. These include the cotton-rayon textiles and the apparel 
industries. In the former, arbitrators ordered reductions during 1952 after the 
southern branch of the industry failed to follow suit on increases obtained by 
the union in 1951. A new England textile strike now in effect at the Pepperell 
Manufacturing Co. and Berkshire-Hathaway, Inc., is the result of managements 
insistence on reducing wages and fringe benefits to the levels of nonunion south- 
ern textile milis. In the apparel industry a number of northern plants have 
obtained reductions in order to continue in business against their low-wage 
competitors. 

We wish to emphasize and are preparing material to illustrate that low wages 
are not restricted to any 1 region or any 1 size of plant. In the low-wage indus- 
tries, the low-wage plants may be found in all regions and among large as well 
as small plants. These data, when completed, will be submitted as an additional 
exhibit to our present testimony. 








AMENDMENT TO INCREASE THE MINIMUM WAGE 471 


Competition can continue in industry, but the worker and our national welfare 
must be protected by law from competition that drives wages to substandard 
levels. Only a Federal minimum-wage level can be effective in the low-wage 
industries. With a legal wage floor, competition can proceed above this level. 
F. Failure to share benefits of technological advances 

Many industries with substantial numbers of workers under $1.25 have experi- 
enced significant technological advances, ‘The southern pine industry has mech- 
anized the thinning and selective logging and trucking operations. The cotton- 
garment industry has developed the straight-line system and highly efficient 
assembly methods. They have modern plants, streamlined procedures, new 
machinery, and employ industrial engineers extensively. The textile industry 
is a modern, large-unit industry with modern equipment and management. New 
conveyor systems, packaging devices and manufacturing processes have in- 
creased productivity in the field of chemical fertilizers. The mechanization of 
the paper-box industry has been increased. The food industry has increased 
the use of assembly line procedure and automatic equipment. Electronic devices 
are introduced everywhere. Modern material-handling procedures are common. 
Up-to-date management techniques are widely used. All of these mean higher 
productivity and lower labor content per unit of output (CIO Fair Labor Stand- 
ards Committee Fact Sheet No. 18). 

-art of these technological savings must be passed on in higher wages. But 
in these industries, they have not been. Unless such wage increases are required 
by minimum-wage legislation, the industries will pocket the savings in higher 
profits, or drive down prices and wages to unconscionable levels through cut- 
throat competition. 


IV. NATIONAL ECONOMIC INTERESTS DICTATES A $1.25 MINIMUM WAGE 


The greatest challenge facing the American economy is how to sustain the 
present high level of employment in face of the likely contraction in automobile 
production and housing construction and the current great pressure restricting 
consumer and mortgage credit. Another problem is how to pattern our econom.c 
program so that the lag in employment opportunities, in face of rising production 


levels, which now keeps some 5 million unemployed, shall be ended. Human 
resources and industrial capacities are being wasted by unemployment and under- 
employment. 

The new $1.25 minimum will make a substantial contribution in buying power, 
which will provide new demand and stimulate new managerial ingenuity and 
capital investments. These developments can reinforce other stabilizing forces 
within our economy and stimulate greater economic growth than we have 
attained. The living standards of millions of families will be improved, our 
industry made more efficient, and our people more productive (CIO Fair Labor 
Standards Committee Fact Sheet No. 14). 

Our eurrent recovery has been built upon advanced buying, liberal credit, and 
Government stabilizers. It has assumed impressive proportions as our national 
gross product has reached the $370-billion level for the first quarter. In April, 
our industrial production reached a point 36 percent above the base period of 
1947-49. But, most significant, there are still some 5 million unemployed persons 
and many industries are still beset with large unused capacity. While we have 
this idle manpower and industrial capacity, we have no fears of inflation, but 
at the same time, we are wasting industrial might, and more important, demoral- 
izing millions of people who are willing and eager to work. 

Most authorities agree that our current output is short of our potential. The 
Joint Committee on the Economic Report indicates that the President of the 
United States assumes that we might attain a level of $375 billion; however, the 
report estimates that the level could go to $380 billion and Leon Keyserling, 
former Chairman of the Council of Economic Advisers, believes that our potential 
for the year is $390 billion. 

All agree that there are significant soft spots in our economy which must be 
corrected, The most publicly discussed one relates to the farm population which 
has witnessed a sharp shrinkage in income. Unemployment of 5 million is 
another. Extended mortgage debt is worrying bankers and they are agitating 
for curtailment. Consumer credit has grown and it needs undershoring. Whole- 
sale prices of many commodities have been weak because of fears for the second 
half of the year. Interest rates have been increased. There has been a rise in 
the number of home mortgage foreclosures. Life-insurance cashings have risen. 
Workers’ income has not risen in vast areas within our economy. 

63489—55——_32 
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The rise in the national income which would come from the higher minimum 
would be a most welcome stimulant. The $1.25 minimum would mean a rise in 
payroll of some $1.64 billion. Its indirect multiplier effects have not been 
calculated, but they certainly would directly produce a rise of from four to seven 
billion dollars; moreover, they would result in new capital expenditures and the 
development of new markets which would attract more new industries and 
industrial and commercial expansion in current low-wage areas. A new, higher 
minimum will permit us to sustain our present recovery and advance us nearer 
to an era of full employment. 


V. $1.25 MINIMUM WILL CORRECT INJUSTICE DONE TO AMERICAN WORKERS 


The minimum wage law does not affect primarily or exclusively “the least 
skilled, least employable, and the marginal workers in our economy.” It ap- 
plies tc the lowest paid workers. Low-paid and incompetent are by no means 
synonymous terms. The workers receiving less than $1.25 an hour are not 
paid low wages because they are unproductive or inefficient. Many of them 
are workers who have proved themselves indispensable to the industries in 
which they are employed. They are skilled and semiskilled workers equal to the 
going levels in American industry (CIO Fair Labor Standards Committee Fact 
Sheet No. 19). The trouble is that they are weak bargainers. They live and work 
in low-wage areas. They are immobile—they are heads of families, or wives, 
or young people, or older men and women (Abraham Bluestone, Major Studies 
of Workers’ Reasons for Job Choice, Monthly Labor Review, March 1955, pp. 
301-306). They suffer from racial or sex discrimination. Many possess skills 
that are not easily transferable. Many are victims of employer-controlled labor 
markets. For workers so completely dominated by circumstances which they 
do not control, the solution for the low-wage problem is an adequate legal 
minimum wage. 

Low wages produce substandard citizens. For them, a diet adequate for 
health is out of the question. They suffer unduly from physical disabilities and 
longer illnesses. Draft rejections were highest among them. Life expectancy 
was shortest. They do not enjoy adequate medical facilities. Their educational 
opportunities tend to be limited. Their housing is poor. 

Low wages are a threat to the future of the American family population and 
the Nation. Children born or brought up in families with substandard incomes 
are handicapped from the beginning. They are undernourished and deprived of 
the opportunity for education and training that would enable them to rise above 
the economic level of their origin. We have a responsibility to improve the social 
conditions of which individuals are the helpless victims and for which they 
are not to blame. 

The full cost of maintaining and reproducing workers’ families should come 
out of industry, just as industry is expected to pay for the cost, maintenance, 
and replacement of the machine which the worker operates. The realization 
of this basic principle means that the worker’s wages must not only be such 
that he ean buy the goods and services necessary for his support and that of his 
family, but he must be able, through taxes, to contribute to the cost of educating 
his children, of protecting his home against fire, his person against assault, and 
his property against theft. 

To the extent to which the cost of his support must come from private or 
public relief instead of from wages, to the extent to which he must rely on 
medical care for which he cannot pay and toward which he has not contributed 
through taxes, to that extent is his employer being subsidized by taxpayers and 
private charities. The consumer pays the full price for commodities in the 
market. It is unfair to compel him to add a subsidy to industry in the form of 
taxes to provide the necessities of life for industry’s workers. A minimum wage 
law would relieve the taxpayer of at least a part of the burden that is rightly 
industry’s obligation. 

Free enterprise does not flourish in a low-income economy. Local enterprise 
and industry can find little encouragement in an area which does not furnish a 
ready market for their goods. Retail trade cannot prosper in a community with- 
out adequate purchasing power. 

Low wages have a disillusioning effect upon our people. The surest defense 
against foreign ideologies is a contended people, protected against hunger and 
disease. But they cannot be free from want if their earnings are insufficient to 
buy the necessities of life and a few of the simpler comforts. 

Low wages produce substandard citizens and families, and depress our indus- 
trial efficiency and national output, and increase our social problems and 
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governmental costs. They retard industrial growth and frustrate economic 
progress (CIO Fair Labor Standards Committee Fact Sheet No. 6). 


VI. $1.25 MINIMUM I8 ENTIRELY PRACTICAL 


We have urged and consider the $1.25 a most practical minimum. Our sum- 
mary calculations have already been presented. We shall now consider the 
impact in somewhat greater detail. 

First, we shall deal with the problem of present coverage. As you know, the 
Secretary of Labor and the Wage and Hour Administrator speak in terms of a 
coverage of 24 million employees. More correctly they should identify that 
number as being applicable to September 1953. Total private employment, ex- 
clusive of 4 million executive, administrative, and professional personnel, at that 
time was 44 million. Excluding 13.6 million engaged in intrastate activities, 
leaves a potential coverage of 30.3 million employees. Exempt from the minimum 
wage and overtime provisions were 6.4 million, leaving a net of 24 million 
subject to the minimum-wage provisions as of September 1953 (CIO Fair Labor 
Standards Committee Fact Sheet No. 10, table I). 

We have adjusted the above estimates to bring them up to April 1954, for 
which date the Bureau of Labor Statistics has prepared wage materials. It is, 
therefore, important to note that the Secretary of Labor’s estimates of impact, 
such as the potential increase to 1.3 million workers under a 90-cent minimum, 
relates to September 1958 data. 

In April 1954, the total wage and salary workers outside of government 
numbered 44.5 million. There were 4.5 million executive, administrative, and 
professional employees; 11.5 million were exempt because of intrastate indus- 
tries; 6.3 million were exempt from the minimum wage and hour provisions. 
Covered employees, therefore, totaled 22.2 million employees (CIO Fair Labor 
Standards Committee Fact Sheet No. 12, appendix to table IV). 

Without corrections for the 4 factors enumerated above, the $1.25 minimum 
would affect 4.4 million workers or 20 percent of the covered employees. The 
proportions of the private-industry employees affected by $1.10 would be 2,846,000, 
cr 12.9 percent; by $1, 1,825,000, or 8.3 percent. The estimated payroll costs 
have been reported (CIO Fair Labor Standards Committee Fact Sheet No. 12, 
tables II and III, and appendices to tables IV and V). We have already recorded 
the magnitude of the downward adjustments needed to correct these figures. 

In examining the individual industries, we may note that a number of indus- 
tries will not be particularly affected, as for example, primary and fabricated 
metal products, machinery, transportation equipment, chemicals, products of 
petroleum and coal, mining, contract construction, transportation, and gas and 
electric utilities. Industries in which 10 to 25 percent of the employees would 
be affected by adoption of the $1.25 minimum include instruments and related 
products; paper, printing and publishing, communications, wholesale trade, 
services, and miscellaneous. The others would have more than 25 percent of 
their employees affected. 

Some 71.5 percent of the beneficiaries of the $1.25 minimum would be in the 
manufacturing industries of which 2 million are in the nondurable goods group. 
The largest number of employees affected would be in the apparel and finished 
textile products industries, with 13.7 percent of all employees (CIO Fair Labor 
Standards Committee Fact Sheet No. 12, table IT). 

The payroll impact of the above increases, without corrections, will be quite 
small and should be absorbed without serious dislocation or substantial curtail- 
ment of employment. The maximum overall increase in payroll would be 2.6 
percent but the real increase will be only 2.1 percent (after correction). In 
the manufacturing industries, the maximum overall increase would be 3.1 per- 
cent and in the nonmanufacturing industries, 1.7 percent. The largest maximum 
overall rise in manufacturing industries would be in apparel, with a rise of 
11.7 percent, and in lumber and wood products of 11.5 percent (CIO Fair Labor 
Standards Committee Fact Sheet No. 12, table IIT). 

All the above calculations have been based upon the consideration of the direct 
increases required to bring employees to the new minimum. The effects above 
the minimum have not been estimated since there is no guide for such adjustments. 
However, we can safely proceed on the assumption that it will be most nominal. 
In plants which have few workers below $1.25, the raising of the minimum will 
not affect those above. Past experience supports the conclusion that the effect 
of higher minimums has been slight on rates above the minimum. Raising the 
minimum does not lead to a general readjustment of wages although adjustments 
occur in individual cases. 
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We have studied this problem closely and are prepared to cite substantial 
evidence to the effect that the rise in the minimum does not carry much beyond 
that level. Our most recent experience with this problem was in 1950 when 
the 75-cent minimum was adopted. The conclusion from the extensive study 
made by the United States Department of Labor is that “the adoption of a 
new Federal minimum wage usually increases wages to the minimum and 
results in few adjustments to workers receiving more than the minimum rate” 
(CIO Fair Labor Standards Committee Fact Sheet No. 9). 

These increases in the wage bill are quite minimal in their effort on cost even 
in the industries of greatest impact. It must be realized immediately that labor 
eost is only a part of total cost. The most recent complete survey of manu- 
facturing costs (for 1940) shows that wages and salaries, other than for officers, 
in manufacturing industries constituted 25.54 percent of total cost and 22.83 
percent of sales (Federal Trade Commission, Industrial Corporation Reports, 
summary 1940 series, 86 industry groups, March 15, 1943). 

The effect on costs would, therefore, be much reduced. The 3.1 percent in- 
erease in labor cost in manufacturing industries would increase total costs by 
probably one-quarter of that amount, or only eight-tenths of 1 percent. 

Another indication of the facility with which these increases can be absorbed 
is the level of profits earned by American industry. Against a possible cost 
of $1,636 million, there was a total profit among corporations and unincorporated 
businesses of $66.4 million in the first quarter of 1955. A special study of 1954 
which permits us to compare the profits in specific industries and the potential 
liability under the minimum wage law, indicates that even if we use the maximum 
costs prior to adjustment for the 4 corrections, the $1.25 minimum would absorb 
less than 10 percent of the 1954 profits in 8 of the 12 major manufacturing indus- 
tries for which data are available. The subsequent rise in profits during the 
fourth quarter of 1954 and the first half of 1955 will even more greatly facilitate 
this move. 

One contention for which there is no foundation in fact is that the low-wage 
industries operate on narrow profit margins. We have made a comparison of 
the individual profit rates and average hourly earnings of manufacturing and 
nonmanufacturing industries and have established that there is no such consistent 
relationship. Many low-wage industries have above-average profit rates; and, 
conversely, many high-wage industries have below-average profit rates. The 
latter have stabilized at these higher wage levels. The low-wage industries 
with high profit rates reflect management’s desire to repress workers and their 
success in withholding wage increases (CIO Fair Labor Standards Committee 
Fact Sheet No. 20). 


VII. PAST EXPERIENCE CONFIRMS PRACTICABILITY OF $1.25 MINIMUM 


The experience under the NRA, the 1938 wage-and-hour law, and the 1949 
amendments show that the cost of minimum wages was easily absorbed and 
minor in contrast to the beneficent and wholesome effects. Under the NRA, 2 
wage increases succeeded, 1 upon the other. First there was the President’s 
Reemployment Act and then the code itself. Many industries showed rises of 
50 percent or more in their average hourly earnings under the first and later 
raised wages again to meet the code requirements. 

In September 1938, 13 percent of all employees covered by the Fair Labor 
Standards Act were earning less than 40 cents. Some 6 percent were earning 
less than 30 cents in April 1939 when that rate became obligatory. A similar 
percentage was estimated to be affected by the 75-cent minimum. 

Employment and earnings rose and employment stability followed soon after 
the effective date of the application of these minimums. Business failure receded 
and wage cutting was largely eliminated in highly competitive industries. 

Detailed studies of the effect of the 75-cent minimum indicate that average 
hourly earnings rose in all manufacturing industries by 1.6 cents from January 
to April 1950. Factory employment increased by 148,000 and total nonagricul- 
tural employment increased by 801,000. Even in the industries and States with 
the greatest impact employment increased. In 23 industries, employing 2 mil- 
lion employees, the increases in average hourly earnings exceeded 2 percent, 
ranging up to 14.6 percent in tobacco stemming and redrying and 10.1 percent 
in vegetable and animal oils and fats. (CIO Fair Labor Standards Committee 
Fact Sheet No. 12, table I.) In the southern sawmilling industry the increase 
was about 20 percent. 

The study of the Department of Labor entitled “Results of the Minimum-Wage 
Increase of 1950,” concludes that the “75-cent rate appeared to have had only 
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minor effects on such variables as employment, plant shutdowns, prices, techno- 
logical changes, hiring policies, and overtime work.” (CIO Fair Labor Stand- 
ards Committee Fact Sheet No. 2.) 

We have prepared a summary of the material in the above study as it relates 
to the nonwage effects upon the five low-wage industries which have been studied, 
and it is attached as CIO Fair Labor Standards Committee Fact Sheet No. 11. 

We are also prepared to supplement our presentation with an analysis of any 
specific industry for which the committee wants more detailed data than is offered 
by the testimony of the witnesses. (For the lumber and wood-products industry, 
see CIO Fair Labor Standards Committee Fact Sheet No. 16.) 

The alleged negative effects of the enactment of a higher minimum wage dis- 
appear upon careful study. The dire predictions are not realized and manage- 
ment and workers generally adjust themselves most constructively to these 
changes. The effects are not inflationary and the results promote greater equity. 


VIII. THE COVERAGE OF THE MINIMUM WAGE PROVISIONS SHOULD BE EXTENDED TO 
THE ACT’S FULL JURISDICTION 


We believe in the desirability of a wage floor. It has distinctly beneficial 
effects upon the worker, the citizen, the employer, the community, and the Nation. 
We have urged the modernization of the level at which it has been set. We 
disapprove of restrictions upon its application. Its advantages should be 
extended to all covered under the Federal commerce clause of the Constitution, 
so that the benefits would be most widely enjoyed. Fair competition and a 
modicum of decent earnings would result from such action. 

The 1949 act severely limited the coverage by various amendments. It nar- 
rowed coverage by modifying section 3 (j) so that application to activities other 
than actual production were restricted to those ‘closely related” and “directly 
essential to production.” We have enumerated in CIO Fair Labor Standards 
Committee Fact Sheet No. 10 the groups which are now exempt from the child- 
labor provisions and from the wage and overtime provisions, indicating the 
number of persons affected by each section. As indicated, 13.6 million persons 
in September 1953 were considered in intrastate activities, of whom the largest 
numbers were in the retail industries, with 5.6 million; 3 million were in miscel- 
laneous industries; 2 million in domestic service ; and 1.9 million in construction 
(CIO Fair Labor Standards Committee Fact Sheet No. 10, table I). The 
exemptions from the wage provisions numbered 6.4 million employees, of which 
the greatest number were in agriculture—3 million employees; 1.14 million were 
in retail trade; 584,000 in wholesale trade; and 597,000 in manufacturing 
industries. 

These exemptions left only 14,000 out of the 3 million workers in agriculture, 
forestry, and fisheries within the coverage and only 230,000 out of the 7 million 
in the retail trade. 

In the miscellaneous nonmanufacturing industries, only 741,000 out of the 
4.2 million remained covered. In manufacturing industries, the largest exemp- 
tions were in the food and tobacco group, followed by lumber and furniture. 

The impact of each subsection of section 13 (a) is outlined in the CIO Fair 
Labor Standards Committee Fact Sheet No. 10, table I B. 

We endorse H. R. 6, 64, 135, 215, 255, 537, 539, 576, 1818, 1828, 5133 as repre- 
senting the appropriate action on coverage. 

First, we approve of the extension of coverage to all employees of an employer 
“engaged in any activity affecting commerce.” This proposal had the endorse- 
ment of the previous administrations. Second, we also endorse the extension 
of coverage to all employees “in or connected with an enterprise where the 
employer is engaged in any activity affecting commerce.” It will end the 
current discrimination among employees of the same employer. Third, we urge 
the substitution of the phrase “necessary to the production thereof” in place of 
“in closely related process or oecupation directly essential to the production 
thereof.” The substitution would restore the original language. These pro- 
visions are likely to broaden the coverage by 4 million (CIO Fair Labor Standards 
Committee Fact Sheet No, 10, pp. 4-6). 

2. We urge the complete removal of the following exemptions from the wage- 
and-hour provisions : 

(a) The processing of goods in retail establishments (sec. 13a (4)). 

(b) Newspapers of less than 4,000 circulation (sec. 13a (8)). 

(c) Street suburban or interurban electric railroad or local trolley or motor- 
bus carriers (sec. 13a (9) ). 
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(d) The processing and handling of agricultural products within the area of 
production (sec. 13a (10)). 

(e) Switchboard operators of exchanges with not more than 750 stations (sec. 
13a (11). 

(f) Taxicab operators (sec. 13a (12) ). 

(g) Telegraph offices in retail establishments (sec. 13a (13) ). 

(h) Seamen on American vessels (sec. 13a (14) ). 

(+) Logging and forestry operations with 12 or less employees (sec. 13a (15) ). 

The above will probably bring about 600,000 employees back under the act 
(September 1953 basis). 

8. The remaining exemptions under section 13 (a) should be modified as 
follows: 

(a) The executive, administrative, and professional personnel and outside 
salesmen exemption should apply to employees earning $6,000 or more per year. 
We want to call attention to the addition of outside salesmen inadvertently 
omitted from the bills. 

(b) The exemption to retailing and service establishments should be limited 
to employers having 4 or less establishments with a total annual volume of sales 
or services of not more than $500,000. 

(c) The exemption for laundering, cleaning, or repairing establishments should 
similarly be limited to those having 4 or less establishments with a total annual 
volume of sales or servicing of not more than $500,000. 

We are subscribing to the above provision to make clear that we are seeking 
to cover the large retailing and servicing organizations which are not local in 
nature. Many of these immense enterprises engaged in interstate commerce 
have gained exemptions even though they own and operate stores and service 
organizations in a number of States and operate central offices and warehouses. 
These warehouses are definitely competitive with the independent warehouses 
which are covered by the present law. The employees of the large department 
stores and automobile sales and service companies engaged in interstate com- 
merce should enjoy the protection of the minimum wage-and-hour standards. 

We believe that the Secretary’s proposal is unnecessarily limited in scope and 
certainly not precise or logical. 

(d) The fishing exemption should be limited to “catching, taking, harvesting, 
cultivating, or farming” and the operations of packing, marketing, storing, freez- 
ing, or distributing fish and related products are no longer to be exempt. 

(e) The exemption for seamen should be restricted to those not on American 
vessels. 

(f) The agricultural exemption should be limited by excluding employees on 
industrial farms, which are defined as those which use 300 or more man-days 
of hired farm labor during each of the preceding 4 quarters, other than labor 
performed by members of the family of a farmer-Operated enterprise. 

We urge the elimination of the wage exemption for employees engaged by large 
industrialized agricultural operations. For this purpose therefore the agricul- 
tural exemptions should be limited to “employees employed by farm enterprises 
which used less than 300 man-days of hired farm labor during each of the 
proceding 4 quarters.” 

This position has been proposed to and supported by congressional commit- 
tees, by a prior Secretary of Labor and the former Administrator of the Wage 
and Hours—Public Contracts Division, and by various prominent citizens inti- 
mately acquainted with the problem. 

The low earnings of these workers should be corrected. A former Adminis- 
trator declared in his annual report that “it is now possible for farm enterprises 
to pay a reasonable minimum wage and the Administrator urges Congress to 
consider this problem now, not only to immediately benefit from low-paid farm 
employees, but, of much greater importance, to provide a floor under farm wage 
rates in case of depression.” The commercialized farmers now receive financial 
support from the Government through farm price floors and should be called 
on to pay decent wages to hired farmworkers. 

We endorse the distinction that the large farm be defined to include farms 
other than those which use “less than 300 man-days of hired farm labor during 
each of the preceding 4 qaurters.” It grew out of close study of the method 
of differentiating between family and commercial farms by former administra- 
tions. This is workable and will effectuate the distinction in treatment which we 
desire to see achieved. 

This extension of coverage is necessary to protect the family farmer. The 
latter suffers in competition with the commercial farmer employing large numbers 
of migrant workers at low wages and under inadequate working and living condi- 
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tions. By setting a floor on the wages for labor hired by commercial farmers 
we will not only aid the family farmer in his competition but also give him a 
chance to earn a decent living for himself and his family the year round. 

The former Administrator assured us that it was possible to develop practical 
methods for defining the worth of “payments in kind.” 

4. Section 13 (b) provides for the complete exemption of a number of groups. 
We urge the elimination of the exemptions of employees of motor carriers, em- 
ployees of pipelines, employees canning fish, and outside buyers of poultry, 
eggs, milk and cream. The overtime exemption is continued for carriers and 
other specified employees subject to part I of the Interstate Commerce Act, and 
to employees of air carriers and to seamen on American vessels. 

5. We endorse the elimination of the exemption from the wage, hour, and child 
labor provisions given for newspaperboys. This provision is now obsolete and 
out of harmony with the times. 

6. H. R. 6 et al. properly provides for an adjustment in the current provisions 
concerning Puerto Rico. Until the present, there has not been a fixed floor under 
the rates of pay for Puerto Rico and the Virgin Islands. The bill properly sets 
up a basic minimum of 87.5 cents which is 70 percent of the $1.25 minimum and 
allows for the progressive rise to $1.25 over a period of 7 years. Data concern- 
ing this problem will be presented by a number of witnesses and we shall present 
additional data to assure a complete unfolding of these issues. 

7. The bill properly proposes the establishment of industry committees both 
for Puerto Rico and continental United States to allow the establishment, in 
accordance with prior procedures, of minimums in individual industries up to 
$1.25 in Puerto Rico and $1.50 in the United States. 

Such a provision was contained in the Fair Labor Standards Act. It has 
worked most satisfactorily. It allowed industries to advance their wages in 
line with their ability. It furnished a constructive basis for adjusting industrial 
minimum-wage rates to prevailing levels. 

The committee system proved satisfactory and operated constructively to effect 
the purposes of the act. The committees were composed of from 15 to 24 persons. 
They proceeded on the basis of careful study of data and experience and held 
hearings which assured them of the assemblage of all pertinent facts. They 
moved cautiously and competently. They found the criteria in the act sufficient 
for arriving at their conclusions. Their discussions were searching and bal- 
anced; 73 of the 114 wage recommendations were reached by unanimous votes. 
The majority recommendations in the other 41 wage-rate cases were supported 
by the employers’ votes in 25 instances; by labor members in 37 cases; and by 
the public members in all cases. Only two recommendations were rejected by 
the Administrator and these primarily because of the confusion likely to result 
from vague definitions of the branches of the industry for which different rates 
were proposed. 

The adoption of this system of rate adjustment up to the $1.50 level ‘will in no 
way infringe upon the processes of collective bargaining. The rates in collective 
bargaining agreements serve as criteria for the development of industry rates. 
Both management and labor are represented on the industry committees. The 
final rate prescribes only a plant minimum. Industry minimums have not in 
the past interfered with collective bargaining. If anything, this procedure pro- 
motes collective bargaining by bringing employers and unions together about the 
conference table and promotes orderly consideration of economic issues. 

8. We endorse the revision which would define the 8-hour day as a basic work- 
day and require the payment of time and one-half after such hours. 

9. The article on overtime hours makes provision for several types of exemp- 
tions such as the one in section 7 (b) 3 for seasonal work, total and limited to 
14 weeks exemption for first processing workers. We urge their deletion. 

There is no reason for discriminating against workers in seasonal industries. 
Workers who are employed for overtime hours should be entitled to standard 
overtime pay. Overtime rates are now being paid and have been paid by most 
industries without adverse effects on profits. Their ability to process commod- 
ities expeditiously and without injury to their products has never been called 
into question, The profits enjoyed by seasonal industries have been substantial 
enough to enable them to meet the cost of overtime pay. The overwhelming 
proportion of union contracts in this field provide for overtime pay during 
Seasonal periods. 

10. We urge the deletion of the exemption from regular rates of pay granted 
in section 7 (d) 3 (a) and (b) for bonuses and profit-sharing payments. 

11. The child-labor provision is simplified so that it applies to the employer 
engaged in production or in commerce and those engaged in any activity affect- 
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ing commerce and would prohibit oppressive child labor in or about any estab- 
lishment. 

12. We urge the elimination of the exemption granted to messengers employed 
primarily in delivering letters and messages in section 14. 

18. In connection with administrative changes we propose that under section 
16 (a) dealing with penalties, that the prohibition against imprisonment except 
on second offenses shall be deleted. 

14. We urge a change under 16 (c) which would permit class action and double 
damage suits. We urge the deletion of the restrictions in the same section upon 
the Administrator’s authority to bring action in cases involving an issue which 
has not been settled and particularly that “no court shall have jurisdiction over 
such action or proceeding initiated or brought by the Administrator if it involves 
any issue of law not so finally settled.” We urge the extension of the statute of 
limitations to 6 years. 

15. A number of other technical changes have been proposed in H. R. 6 et al. 
to complete the revision of the act. A number have to be added, such as to sec- 
tion 3 (m) providing for the addition after the words “to any employees” the 
words “except any seamen.” Section 3 (n) would have to be deleted. It has 
been suggested that the proposed section 6 (a) (4) shall continue a proviso that 
nothing shall interfere with collective bargaining provisions related to the pay- 
ment of nonworking time. 

CONCLUSION 


We have outlined our basic proposals and the supporting data. Again, we 
assure your committee that we shall happily furnish additional information and 
elaboration on any other aspects of the problems on which it will require further 
data. Our hope is to aid the committee to come to its conclusions with the most 
adequate supply of data and full knowledge of the issues and problems involved. 

We earnestly hope that the committee recommends an increase in the minimum 
to $1.25, an extension of coverage and the adoption of the amendments embraced 
in H.R. 6etal. We also urge speedy action. 


Farr Lasor STANDARDS FOR AMERICAN WORKERS 
Fact Sueet No. 1 


SEVENTY-FIVE CENTS MINIMUM IS NOW OBSOLETE 
MODERNIZATION OF ACT IS ESSENTIAL 


The 75-cent minimum wage was adopted in 1949 as a compromise measure. 
The House Committee on Education and Labor reported that it was “inadequate.” 
Not only was it insufficient in 1949, but it has grown obsolete by reasons of 
ehanges in our economy since that time. 


1. The cost of living has risen 


The rise in the cost of living has made the current rate obsolete. The Con- 
sumer Price Index as reported by the Bureau of Labor Statistics rose by 14 
percent between January 1950 (100.6) and November 1954 (114.6). 

It has however been recognized and previous studies have shown, that the 
price rise for the lower income groups is likely to be greater than for the group 
of urban wage earners and salaried clerical workers surveyed by the Bureau 
of Labor Statistics for developing buying patterns. A previous study for the 
period from 1935 to 1944 showed a 1.4 percent price increase for the income groups 
as are herewith concerned, for each 1 percent rise, for the group in the Bureau 
of Labor Statistics survey. If we allow a 25 percent margin, the cost of living 
for the substandard workers has risen more nearly 18 percent. Correction must 
be made for this rise in the cost of living. 


2. The 19 percent rise in the man-hour productivity of the economy must be 
reflected in the minimum wage 


The Joint Congressional Committee on the Economic Report reports that the 
man-hour productivity rose in our private economy by some 15 percent from 1949 
to 1953 (from $2.302 in 1949 to $2.641 in 1953 on a 1953-dollar basis). On an 
average annual basis the rise was 3% percent. In all likelihood this rate of 
improvement was maintained in 1954 so that the total rise in productivity since 
1949 amounts to 19 percent. 

Many workers now enjoy the benefits of the rising national productivity 
through specifically negotiated provisions called “improvement factors.” "With 
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the growth of our national productivity the minimum wage should also reflect 
this rise in our economic proficiency. The Federal minimum wage should be 
adjusted by this amount. 


3. The Federal minimum wage should be corrected for the rise in the cost of 
living and the growth in national productivity 


The cumulative effect of the rise in the cost of living and the growth in national 
productivity would lift the Federal minimum wage by 41 percent. The direct 
application of this adjustment would demand a minimum of at least $1.06. 


4. General wage increases have lifted America’s wage structure since 1950 and 

require at least comparable adjustments in the Federal minimum wage 

The major American industries have raised wages five times since January 
1950 when the 75 cents minimum was made effective. The total of these in- 
creases varies from 38.5 cents to 52.5 cents on basic wages (table 1). In addi- 
tion workers in these industries have enjoyed tremendous advances in fringe 
benefits which are not directly reflected in the basic wage. 

The overall average hourly earnings of production workers in the manufac- 
turing industries have risen from $1.418 in January 1950 to $1.83 in December 
1954, a gain of more than 41 cents per hour. In face of this immense advance 


in all American manufacturing industries, the 75 cents minimum has definitely 
become obsolete. 


5. Minimum wages in union contracts are far above 75 cents 


The prevailing minimum wage rates established through collective bargaining 
are far above 75 cents per hour, 


Minimum wages in organized plants 


Wh CO Be We i nite a nine mntin Sontinioninigglon ee ouameion $1. 21 
Synthetic yarn (American Viscose) . 30 
PX hee Oe oh EE TIE. o lS, EE Siete arn . 44 
Meatpacking (Armour) . 515 
Iron ore and steel (U. 8S. Steel) . 57 
Shipyards (Bethlehem—Atlantic) . 61 
Aluminum (Aluminum—Reynolds) . 625 
Automobiles (GM) . 1 
Can (American) . 65 
Source: Bureau of Labor Statistics. 


They in fact exceed $1.25 in many industries. A comparison between the 
actual minima and the legal minima shows how unreal the latter has become 
for broad segments of American indusiry. 


6. Fair labor standards demand a “more adequate minimum wage” 


The inadequacy of the current minimum of 75 cents was attested to by the 
legislative committee at the time it was adopted. It is not enough merely to 
correct for the rise in the cost of living or the increase in national productivity. 
We must also advance our minimum to establish wage levels more nearly approxi- 
mating a decent American living standard. We can abolish substandard con- 
ditions not by keeping pace with the above changes but by advancing more 
nearly to a level of adequacy. 

One level of adequacy is that provided by the city worker’s family budget for 
four persons, calculated by the Bureau of Labor Statistics. It is deseribed as 
providing the “necessary minimum with respect to items included and their 
quantities as determined by prevailing standards of what is needed for health, 
efficiency, nurture of children, social participation and the maintenance of self- 
respect and the respect of others.” This “necessary minimum” was priced by 
the United States Bureau of Labor Statistics for 34 cities in the United States 
in October 1951. The annual cost varied from $3,812 to $4,454. (See attached 
table II.) On the basis of a full work year of 2,000 hours, it would require a 
minimum rate of $1.91 to earn enough to meet the lowest budget figure ($3,812 
in New Orleans) as of October 1951. Price rises of 2-3 percent since that date 
mean that the current hourly earnings needed are approximately $1.95. 

Another level of minimum adequacy is that provided by the emergency budget 
for a family of four compiled by the Works Progress Administration. It is 
described by WPA as follows: 

“The emergency budget is for an emergency standard, which may be necessary 
under depressed conditions. * * * (It) is a direct concession to conditions pro- 
duced by the depression, constructed in recognition of the fact that there are 
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circumstances under which families can and do cut costs temporarily without 
physical discomfort. Followed over a long period, the practices called for in 
the emergency budget may prove harmful to both health and morale. 

“The emergency level (which is below the maintenance level which represents 
normal or average minimum requirements for industrial, service, and other 
manual workers) takes into account certain economies which may be made under 
depressed conditions. * * * The emergency level allows more exclusively, though 
not entirely, for material wants (in contrast to the maintenance level which 
‘also gives some consideration to psychological values’), but it might be questioned 
on the grounds of health hazards if families had to live at this level for a 
considerable period of time.” 

The above description of the emergency budget by those who constructed it 
indicates the dangerously low level at which it is set. There can be no dispute 
that workers whose earnings do not allow this standard are definitely predestined 
to poverty and substandards of living. 

The annual cost of this budget on the basis of November 1954 prices would be 
$2,430; it would require a minimum rate of $1.22 for a worker working 2,000 
hours a year to meet the emergency standard. 

Finally, the adequacy of the minimum wage can be measured against the 
standards established under State minimum wage laws. In New York State, 
“the cost of a standard which provides minimum adequate maintenance and 
protection of health’ was found by the State department of labor to be $2,442 
for a working woman living with her family as of September 1952. This would 
require an hourly minimum of $1.22, assuming 2,000 hours of work per year. 


TABLE I.—General wage increases in major American industries, 1950-1954 





Industry 1953 Total 





Aircraft (United) -.....- 
Aluminum (Alcoa) 


Automobile (GM) 
Automobile (Ford) 
Bituminous coal 
Electrical (GE) 


11¢ plus !__.. 
84¢ plus |___| 5¢ 


7¢ plus ! 


lus.! 
¢ plus.! 


42¢ plus.t 
43¢ plus.! 
5244¢ plus.! 
.| 454 ¢ plus.' 


-| 52¢ 


8% 

10¢ (plus 1¢ 
inequity). 

13¢ 


Farm equipment 
Meatpacking Z 
Rubber 1 644¢._.....| 45¢ plus.! 
Shipbuilding (Bethle- | N 56 ave_- | ¢ "| 52M4¢ plus.! 


hem, Atlantic). 
1 12%¢é (plus 12 (plus .| 38)4¢ plus.! 
3ho¢ —— 3 yer E 
uities - uities - 
justments). justments). 


44¢. 
41.3¢ plus.! 























1 “Plus” refers to substantial adjustments for inequities, fringes, etc. 
Source: Bureau of Labor Statistics. 


Tasie II.—Cost of family budget of city worker in 34 cities in the United States, 
October 1951 


City Cost per year City Cost per year 


Atlanta, Ga_ 
Baltimore, Md_ 
Birmingham, Ala 
Boston, Mass__ 














Cincinnati, 
Cleveland, Ohio_ 
Denver, Colo_._ 
Detroit, Mich 
Houston, Tex 
Indianapolis, Ind 

Jacksonville, Fla_...__-_______ 
Kansas City, Mo 

Los Angeles, Calif 

Manchester, N. H 
Memphis, Tenn 

* Source: U. S. Bureau of Labor Statistics. 























Milwaukee, Wis____-__-_--_--- $4, 387 
Minneapolis, Minn 

Mobile, Ala___- 
New Orleans, La__..-....----- 





Philadelphia, Pa 
Pittsburgh, Pa 
Portland, Maine 
Portland, Oreg 


Scranton, Pa 
Seattle, Wash 





190 ' Washington, D. C 
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Fact SHeEet No. 2 


INDUSTRY ADJUSTED FAVORABLY TO HIGHER MINIMUM WAGE RATES 1933-35, 1939, 
1941, 1950 


1. Under the National Industrial Recovery Act industry successfully increased 
minimum wages and compensated for shortened workweek 


Under the President’s Reemployment Agreement, June to October 1933, workers 
in half the 159 indusiries for which data are available increased their hourly 
earnings from 7.5 to 20 percent. The lowest paying industries showed the highest 
increases in wages. Earnings increased by 50 percent in industries with aver- 
age hourly earnings of 20 to 25 cents in June 1933; by 42.5 percent in industries 
with average hourly earnings of 25 to 30 cents; and by 30 percent in industries 
with average hourly earnings of 30 to 35 cents. Industries with the highest 
average hourly earnings, 75 to 80 cents, showed an increase in earnings of 8.8 
percent. 

In the code period from October 1933 through the first months of 1935, when 
the NRA was in effect, industries still further increased their wages as a result 
of improvements in the wage provisions of the codes. Again, the industries with 
the lowest wages made the greatest increases: increases from 15 to 20 percent 
were recorded in the low-paying industries as compared with 5 percent in the 
highest paying group. 


2. The 1938 act set a 30-cent minimum in 1939 directly affecting 6 percent of the 
American workers with constructive results 


The actual distribution was as follows: 


Workers under 30 cents—April 1939 





| Percent of 
Number of total 
employees | Percent of employees 
earning less | employees covered 

| than 30 cents | earning less 
than 30 cents 


Total... cciikuassse diese cscedececceeecGabnhih-venee <b<5~i--00 650, 000 | 


Southern States 427, 200 | 
N orGie tees chins << anc beee Ges d 5 Bd eerqetdsusstew-e--- 207, 300 | 
Western States 15, 520 | 

















Industry: 
Manufacturing 460, 000 





Wholesale trade 79, 000 | 
Motor carriers. .-.-....------ 54, 000 
ReiwQnee ton see KN ees seddeety Luupbedsa toc... 19, 000 
Other nonmanufacturing industries 38, 000 








' 





In fact, employment increased from October 1938 through May 1939 by 680,000 
workers with the rise in the minimum to 25 cents. 

Business failures were greater in number before the act became effective than 
later. 

Highly competitive industries, such as cotton textiles, seamless hosiery, ap- 
parel and paper products were stabilized and wage cutting as a competitive 
device was eliminated. 


3. The 40-cent minimum became effective by end of 1941 long before the act 

was contemplated (October 1945) 

In September 1938, some 13 percent of all employees covered by the Fair Labor 
Standards Act were earning less than 40 cents. By the end of 1941 this group 
had been reduced to minor proportions. 

When the 40-cent wage orders were issued by the Administrator, 1,600,000 
were receiving less than 40 cents. The percentage of workers directly affected 
by all wage orders was as follows: Under 5 percent, 8 wage orders; 5 to 10 per- 
cent, 15 wage orders; 10 to 20 percent, 10 wage orders ; 20 to 30 percent 19 wage 
orders ; 30 to 40 percent, 7 wage orders ; and 40 percent or more, 11 wage orders. 
Of the 55 minimum wage orders for which estimates are available on the direct 
increases in the wage bill effected by them, 9 effected less than a 1 percent 
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increase ; 7 effected an increase of 1 to 2 percent; 16 an increase of 2 to 3 percent; 
8, 3 to 4 percent; 5, 4 to 5 percent; and 10 effected increases of 5 percent or 
more in the wage bill. In several instances, the 40-cent orders applied to indus- 
tries in which wages had been raised in two or sometimes three stages, so that 
the total increases amounted to more for them than for other industries. Three 
successive wage orders were applied to the textile and seamless hosiery 
industries. 


These wage increases were made, industry absorbed them and business 
prospered. 


4. The 75-cent minimum wage absorbed with constructive effects in 1950 


(a) Six percent or 1.3 million of the 21 million covered employees earned less 
than 75 cents at the time of the adoption of the 75-cent minimum. In manufac- 
turing industries, there were 875,000 production workers earning less than 75 
cents in November 1948, or 6.6 percent of the total employed. 

(b) Increases in average hourly earnings in manufacturing industries were 
negligible. The rise from January through April 1950 was 1.6 cents. 

Employment in manufacturing industries as a whole increased by 148,000 
during this period, while total nonagricultural employment rose by 801,000. 

(c) Manufacturing industries where increases in average hourly earnings, 
from January through April 1950, exceed 2 percent were 23 in number and em- 
ployed approximately 2 million persons or 14 percent of all manufacturing 
industries. (See table I for list of industries and percent increase in average 
earnings.) Total employment in this group of industries was quite stable in 
the period immediately after January 1950, and by January 1951 the number of 
production workers had increased by about 6 percent. 

(d) Manufacturing industries in the following States showed increases in 
average hourly earnings in excess of 2 percent from January to April 1950: 








Average hourly earnings | Average hourly earnings 








7 


January | April | Percent | January | April Percent 
1950 | 1950 | increase | 950 1950 | increase 





| 





|| Missouri ; $1.37 | 
| New Mexico . 1.35 | 


> 





19 19 1 fo Oe 
Pons 


i 








Total manufacturing employment in the above States increased by 5,000 
between January and April 1950 in spite of a seasonal decline in Florida, which 
was the only one of these States recording a decline in manufacturing employ- 
ment of as much as 2 percent. By January 1951, manufacturing employment in 
all these States had risen substantially and the total number of employed had 
increased by 10 percent. 

(e) The United States Department of Labor survey, Results of the Minimum 
Wage Increase of 1950, reports as follows: 

(1) The greatest effect of the 75-cent minimum was felt in the lowest-paying 
regions of the lowest-paying industries. Thus, in southern sawmilling, a 20- 
percent increase in average earnings was granted in the lowest-wage southeastern 
division as compared with a 5-percent increase in the highest-wage Border States. 

(2) The short-run effect of the 75-cent minimum in highly affected industries 
was to concentrate workers at the new minimum. Employers “did not try to 
maintain wage spreads between low-, middle-, and high-wage occupations. These 
spreads were narrowed. * * * The short-run indirect effect of the amended 
minimum on wages already equal to or higher than 75 cents an hour * * * was 
not great.” 

(3) The “75-cent rate appeared to have had only minor effects on such variables 
as, employment plant shutdowns, prices, technological change, hiring policies 
and overtime work.” 

(f) In his annual report for 1950, the Secretary of Labor published the fol- 
lowing findings on the effects of the 75-cent minimum : 

(1) “Effects on employment * * * a listing of the information available * * * 
suggests a probable maximum (effect) of very small dimensions. * * * Much 
of the unemployment reported appears to have been temporary in nature. In 
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any case, the rising wage level already has tended to make the 75-cent minimum 
sage unimportant as a factor of any kind in most areas of the country, and 
negligible as a cause of unemployment. * * * Most of the layoffs were made 
by establishments that were affected by seasonal decreases in activities. A large 
proportion of those laid off were rehired when activities again increased.” 

(2) “Effects on industry * * * not only were plant closings few in number, 
put any changes in competitive conditions and dislocations in industry that might 
have resulted proved very temporary in nature.” 

(3) “Effects on prices * * * prices for products of low-wage industries af- 
fected substantially by the necessity for the payment of higher wages do not 
seem to have risen as a group any higher than prices of other products * * * 
prices were not as a rule immediately increased by passage of the 75-cent 
minimum wage rate. Increased efficiency of production, particularly through 
mechanization and high volume of operations * * * apparently absorbed much 
of the increased costs.” 


TABLE I.—Manufacturing industries in which average hourly earnings increased 
by more than 2 percent between January and April 1950 





Average hourly earnings 





Industry Percent 
January April increase 
1950 1950 





Food and kindred products: 
Canning and preserving 
Prepared animal feeds 
Confectiona 
Bottled soft 

Tobacco manufactures: 

Ohat8. Heo carck ter acide cues obeeoinn qsetebuds= sctdrnéseus tances 
Tobacco and snuff 
Tobaeco stemming and redrying 
Textile-mill products: 
Seamless hosiery 
North 


NWOW OFF BDOOW 


Knit outerwear 

Apparel: 
Men’s and boys’ furnishings and work clothes 
Women’s household appare 
Women’s and children’s undergarments 
Children’s outerwear 

Lumber and wood P 
Sawmills and planing mills: 


CLAD PNKS Pee p 


—onoe 


Mille ork, plywood, and prefabricated structural wood products. 

Wooden containers 

Miscellaneous wood products 
Chemicals and allied products: Vegetables and animal oils and fats_- 
Leather and leather products: 

Leather footwear 

Leather products, except leather and footwear. _--....-... 
Stone, clay, and glass products: Brick and hollow tile 
Miseellaneous: 

Jewelry, silverware, and plated ware 

Toys and sporting goods 














NN WHH SNEIWoo 





| 


Fact SHeet No. 3 


ONLY FEDERAL LABOR STANDARDS LEGISLATION WILL ASSURE SUBSTANDARD PAY 
INDUSTRIES THE WAGE GAINS OF OTHER INDUSTRIES. ABSENCE OF WORKER BAR- 
GAINING POWER INHIBITS ADEQUATE VOLUNTARY ACTION 


Summary of wage trends, 1950-54 


Twenty-one manufacturing industries significantly affected by the 75-cent 
minimum recorded increases in hourly earnings averaging 18 cents from April 
1950 through October 1954, largely during the Korean war period; 

Twenty-six manufacturing industries moderately affected recorded increases 
averaging 31 cents; 

Sixty-three manufacturing industries least affected by minimum wage have 
Since recorded increases averaging 42 cents in average hourly earnings. 
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Wages in the industries most affected by the application of the 75-cent mini- 
mum-wage rate in January 1950 have lagged behind the wage trends in the rest 
of American industry. The workers in these substandard-pay industries have 
had insufficient bargaining power and competition has prevented fairminided 
employers from raising wages. The chiseling-employer fringe has held down 
wages. Only a Federal law which sets a legal minimum can compensate for 
inadequate bargaining power and prevent the chiseling fringe from undercutting 
fair standard. 

1. Substandard pay industries—The Bureau of Labor Statistics reports 21 
manufacturing industries to be most affected by the minimum-wage legislation. 
In virtually every one of these industries the gross average hourly earnings 
rose by more than 2 percent immediately after January 1950. The weighted 
average rise of the group between January and April 1950 was 4.7 percent. This 
increase was significantly higher than the average increase in hourly earnings 
for all manufacturing industries during this period, 1.1 percent. 

From April 1950 to October 1954, the average hourly earnings in these 21 in- 
dustries, which employed 1,437,300 persons, have risen some 18 cents per hour; 
for all manufacturing industries, 38 cents. One industry reported a reduction 
of 5 cents in average hourly earnings from April 1950 (tobacco stemming and 
redrying). 

The industries in this group with the highest average hourly earnings in April 
1950 had the greatest increase in hourly earnings between April 1950 and Octo- 
ber 1954. Six industries with average hourly earnings of more than $1.10 per 
hour in April 1950 reported increases for the period of 26 cents per hour to 
33 cents. (See table I.) 

The industries with the lowest average hourly earnings in April 1950 tended 
to have the lowest increases. The men’s workshirt industry, with a gross aver- 
age of 87.5 cents in April 1950, showed a rise of only 8 cents over this 4%- 
year period. 

2. Industries moderately affected by 75-cent minimum in January 1950.— 
Twenty-six manufacturing industries were moderately affected by the 75-cent 
minimum with a few showing more than a 2-percent rise in average hourly earn- 
ings between January and April 1950, generally for causes other than the rise 
in the Federal minimum. 

The unweighted average increase in gross average hourly earnings for these 
industries, which employed 2.6 million production workers in October 1954, 
was 31 cents per hour. (Table II.) 

Only 6 of the 26 industries reported increases of less than 26 cents per hour 
for the period from April 1950 through October 1954. These were highly 
competitive unorganized or partially unionized consumer goods industries 
(yarn and thread mills; women’s dresses; millinery; leather footwear iad 
costume jewelry, buttons and notions). 

Eleven industries had increases of more than 33 cents in their average hourly 
earnings, which was the ceiling for the industries in the “substandard-pay 
group.” The highest increase among these industries was in the flour and other 
grain mills products industry, where the rise was 50 cents. 

3. Industries practically unaffected by 75-cent minimum in January 1950.— 

Sixty-three manufacturing industries were practically unaffected by the ap- 
plication of the 75-cent minimum in January 1950. The unweighted average 
increase for the 7.2 million production workers in these industries was 42 cents 
per hour. This was 24 cents greater than the rise in the “substandard-pay 
industries” and 11 cents greater than in the “industries moderately affected.” 

Thirteen industries reported an increase of 50 cents or more in gross average 
hourly earnings for the period from April 1950 to October 1954. The highest 
was 59 cents. 

4. Low-wage areas lag behind increases in own industries.—A study of the 
wage trends in different areas of the country within each industry further 
illustrates the fact that the low-wage areas tended to lag behind the general 
increases in their own industries. They had been below the industry average 
and are now further behind. The fairminded employers who would have joined 
the wage movements within their own industries were repressed by the fringe 
in their area and the inability of the workers to bargin for increases equivalent 
to those affected in the remainder of the industry. 
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Average hourly earnings 





April | October Increase 
1950 1954 
| 





Men’s ve nary furnishings and work clothing: 
North Carolina 

Vegetables = animal oils and fats: 
bon yh: tates 


cawaallll oak planing mills: 
United States 








Without Government action to bolster the wage floor, the workers most in 
need of higher wages, because their current earnings are low, will fall farther 
behind the wage standards attained by the bulk of American workers. Estab- 
lishment of a minimum wage of 1.25 would narrow the inordinate gap developed 
by the lag in wage increases in the substandard-pay industries as contrasted 
with the movement in the remainder of American industry. 

Nore.—Manufacturing industries have been classified as “substandard,” “mod- 
erately affected by 75-cent minimum,” and “practically unaffected” on the basis 
of BLS Special Wage Report No. 36 (Estimated Proportions of Workers Re- 
ceiving Less Than 75 Cents and $1). 


TABLE I.—Changes in average hourly earnings of manufacturing industries most 
affected by adoption of 75-cent minimum, April 1950-—October 1954 





Gross average hourly earnings 





Change, 
October | April 1950- 


1950 
1954 October 
| 
| 
| 
} 





1954 





M en’s work shirts $0. 781 
Sawmills and planing mills, general, South . 864 
C WATS ..cc~ cob othe cab seks bon sbebbed le cWsadenknddiedccscsi cies .911 
Women’s household apparol 
Seamless heey. 
South 


| 
| 
January | 
| 
} 


Men’s and boys’ shirts, collars, and nightwear 
Men’s and boys’ furnishings and work clothes 
Underwear and f- sebhagad except corsets 
Women’s and children’s undergarments -- 
Tobacco stemming and redrying 

Knit underwear 

Separate trousers 

Children’s outerweai 

Other fabricated textile products 

Wooden containers 
Confectionery........-.-.-.-.-- ee 
Miscellaneous wood products 

Fertilizers 

Tobacco and snuff... .. cmdnccrabeamrcnrenncaneshsemncerapens> 
Bottled soft drinks. 

Vegetable and animal oils and fats 

Canning and preserving 


eres es 


- . . . 
¢ ¢ 4 





ee pet ek eet et beet eet et et 
rt feet et eek en et pee et et et ett pet et at Ee 


eet et et ee et et ek et et et tt 








Unweighted average increase, April 1950-October 1954-- 





1 February 1950; average for April is unrepresentative due to seasonal variations. 
2? May 1950; average for April is unrepresentative due to seasonal variations. 
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Taste IIl.—Changes in average hourly earnings of manufacturing industries 
moderately affected by adoption of 75-cent minimum Apr. 1950—Oct. 1954+ 





| 
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Average hourly earnings 





Industry | 
April | October 
1950 | 1954 


248 
334 | 
232 
271 
155 





Dairy products. ....-..-- ES eae ee ee ae ee ee 
Flour and other grain mill‘products 

Prepared animals feeds 

Bakery products 

Confectionery and related products 

Miscellaneous food products 

Yarn and threat mills 

Cotton, silk, and synthetic broad woven fabric mills 

Knit outerwear 

Women’s dresses 

Millinery 

Logging camps and contractors 

Millwork wood products__. 

Household furniture 

Paperboard containers and boxes 

Miscellaneous paper and allied products. - 

Rubber footwear 

Rubber products (other than tires, inner tubes, and footwear) 
Leather footwear 

Structural clay products 

Concrete, Gypsum and plaster products 

GI, Sees o ties ast tri. Ji. hs 
Jewelry and findings 

Toys and sporting goods 

Costume jewelry, buttons, notions 

Miscellaneous manufacturing industries 
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! These industries were reported by BLS to have from 10 to 25 percent of their production workers earning 
under $1 per hour as of June 1951. 


Fact SHEET No. 4 


75-CENT MINIMUM IS OBSOLETE IN TEXTILES—$1.25 MINIMUM NEEDED FOR INDUSTRY 
STABILITY 


1. 75-cent minimum is outdated 


(a) The Secretary of Labor has made the following findings of prevailing 
minimum wages in the textile industry under the Walsh-Healey Public Con- 
tracts Act: $1.20 for woolen and worsted branch; $1 for basic textile (cotton, 
synthetics, dyeing, and finishing). 

However, these findings have not been implemented because court actions to 
stay their execution (made possible by the Fulbright amendment) are still 
pending. 

(b) Collective bargaining has established the following standard minimum 
rates: 

$1.035 : Southern cotton-synthetics. 
1.105: New England cotton-synthetics. 
1.21: Woolens and worsteds. 
1.28: carpets and rugs. 
1.30: synthetic yarns (American viscose). 
1.365: New England dyeing and finishing. 
1.38: Middle Atlantic dyeing and finishing. 

(c) Bureau of Labor Statistics wage surveys show overwhelming proportions 
of textile workers employed at $1 or more, even in low-wage southern areas; 
the following percentages understate the proportion of regular workers receiving 


$1 or more because learners are included in the distributions and shift premiums 
are excluded: 





United States 





Cotton textile 
Synthetic textiles._.............- For eesswececencwcesesaesscncenceneesceeenes 
Woolen and worsted textiles 
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(d) The textile industry has taken its place among the modern, highly effec- 
tive, and productive American industries; it is time its wage floor was brought 
into line with that of other modern industries. Its technology has undergone a 
veritable revolution since World War IL: more efficient cotton-spinning equip- 
ment has been adapted to worsted spinning; mechanical-feeding substituted for 
hand-feeding ; multiprocess equipment telescoped into one operation; instrumen- 
tation and automatic controls introduced: speed jacked up and materials-han- 
dling devices substituted for labor. The industry’s structure has been revamped. 
with mergers and consolidations concentrating price and production policies in 
the hands of.a few major producers. The giant textile chains have instituted 
centralized managerial controls over quality, processing, and work methods. 

Big business now dominates and should pay the wage rates of other big business 
concerns, 

The industry has spent over $4 billion for modernization and expansion since 
1945. In 1953, 30 percent more yardage was produced than before the war with 4 
percent fewer workers, a rise in output per worker of 35 percent. Productivity 
has been growing at the rate of 5 percent a year in recent years. Clearly, this 
modern, highly efficient industry is in a position to support a modern wage 
structure. 

2. 90-cent minimum would have negligible effect 

The latest Bureau of Labor Statistics wage survey of the textile industry 
shows the following proportions of all production workers receiving less than 90 
cents an hour: 

4.6 percent in cotton textile mills. 
2.4 percent in synthetic textile mills. 
0.9 percent in woolen and worsted textile mills. 

J. Spencer Love, board chairman of the largest textile mill chain in the country 
(Burlington Mills), stated on January 12, 1955, as follows: 

“By far a vast majority in the industry is paying above this level (90 cents) 
and it should not seriously hurt these firms that are below it to raise their 
scales * * * These are submarginal mills.” (Daily News Record, Jan. 13, 1955.) 

It is apparent that the 90-cent minimum would not meet the needs of the 
textile industry for it would merely affect the few chiseling employers whose 
wage floor is substantially below the going minimum rates. 


8. $1.25 minimum is necessary to stabilize textile wages 


(a) The efforts of organized textile workers to lift the industry’s wage scale 
in line with general wage increases in other industries have been thwarted by 
unorganized employers. 

In 1951, the union won wage increases averaging 6% percent for workers in 
northern cotton-rayon and woolen-worsted mills. However, the southern mills 
(largely unorganized) refused to follow this pattern. Consequently, the New 
England cotton-rayon employers instituted arbitration in 1952 for a wage cut to 
wipe out the North-South wage gap created in 1951. The arbitrators found that 
an unfair competitive situation existed and ordered the 6% percent increase 
rescinded. The northern woolen and worsted mills obtained the same result 
through arbitration in 1954, 

The workers in this industry have therefore not shared in any of the annual 
rounds of wage increases since 1950. A high minimum would help restore the 
wage gains which had been lost. 

(b) Establishment of $1.25 minimum would put an end to the unfair com- 
petitive advantage of low-wage areas and would stabilize an industry which 
has suffered from severe dislocations due to plant migrations. Companies with 
long-established plants have uprooted thousands of workers in old textile com- 
munities by moving to low-wage locations. Entire communities have been 
stranded by irresponsible employers, leaving serious distress in their wake. 
Even areas which had welcomed runaway shops in earlier periods are now suffer- 
ing as bargain-hunting employers have found still lower-wage areas to move to. 

(c) The textile industry has proved its capacity to absorb higher minimum 
wages. It has been the bellwether in the history of Federal minimum wage 
determination. 

In 1939, industry committee No. 1 was appointed to consider the establishment 
of a higher minimum than 30 cents an hour for the cotton textile industry under 
the Fair Labor Standards Act. As a result, this industry was the first affected 
by such a minimum (32% cents in Ortoher 1939). In spite of the dire predic- 
tions of employers, the industry absorbed the new minimum and employment 
increased. 


63489—55——_83 
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Twice in 1941 the cotton-textile industry was required to raise its minimum 
rate by order of the Wage and Hour Administrator, to 37% cents in July and to 
40 cents in October, thus reaching the rate specified in the statute 4 years 
prior to the date required by law (October 1945). Yet the industry was able 
to absorb these increases without reducing employment or inflating its price 
level. 

In 1945, the National War Labor Board used the cotton-textile case as the 
basis for arriving at a new rate for determining substandard wage policy when 
it ordered a 55-cent minimum in this industry. Again the employers adjusted 
to the new minimum without ill effects. . 

In 1946, the National Wage Stabilization Board first adopted the 65-cent mini- 
mum under the substandards doctrine in approving this rate for the cotton- 
textile industry. Once again, the new minimum was absorbed without difficulty. 

In 1948, the Secretary of Labor ordered the adoption of 87 cents as the mini- 
mum wage for the basic textile industry under the Walsh-Healey Public Con- 
tracts Act. 

In 1949, $1.05 became the minimum rate for public contracts in the woolen and 
worsted branch of the industry. 

Thus, on 7 occasions in the past 16 years the textile industry has led the way 
toward higher minimum-wage standards as a result of Federal Government 
actions. The industry has proved its ability to adjust to the higher-wage levels. 
Its capacity to adapt to a realistic level in 1955 has been strengthened by the re- 
markable rate of technological improvement achieved since the end of World 
War II. 

(@) The textile industry needs the impetus of the increased purchasing power 
which the $1.25-minimum wage would provide. Consumer expenditures for tex- 
tile products have been lagging as a result of the inadequacy of buying power, 
particularly among lower-income groups. With food prices at record high levels 
and fixed expenses like rent, utility, and mortgage obligations and installment 
payments draining off the bulk of the income of wage earners at the bottom of 
the wage scale, these families have been left with less money to spend for items 
whose purchase can readily be postponed. The sale of coats, suits, dresses, and 
carpets has fallen drastically. An increase in the minimum wage would bene- 
fit those families which are most in need of clothing and housefurnishings. A 
boost in the demand for textiles can therefore be anticipated as a result of the 
adoption of the $1.25-minimum. 


Fact SnHeet No. 5 


SAFEGUARDS OF LABOR STANDARDS ON PUBLIC CONTRACTS HAVE BEEN DESTROYED BY 
FULBRIGHT AMENDMENT TO WALSH-HEALEY ACT 


1. Walsh-Healey Act is a necessary supplement to Fair Labor Standards Act 


The Walsh-Healey Act is designed to safeguard labor standards on Government 
supply contracts, recognizing the fact that the Government is as legitimately 
concerned with the labor standards by Government contractors as with the 
standards and specifications of the products made under the contracts. 

The Walsh-Healey law provides the following standards not found in the Fair 
Labor Standards Act: 

(1) No Government contract work may be performed under working conditions 
which are unsanitary, hazardous, or dangerous to the safety and health of the 
employees. 

(2) Child labor is directly prohibited, boys under 16 years of age and girls 
under 18 years of age. 

(3) Time and one-half overtime payment is required for all work in excess of 
8 hours per day or in excess of 40 hours per week, whichever is greater. 

(4) There is no statutory ceiling on the minimum wage that may be established 
under the act. The Secretary of Labor may establish minimum wages for em- 
ployees working on Government contracts that are equal to prevailing minimum 
wages in an area or nation. 

(5) Minimum wages may be adjusted when economic conditions change with- 
out returning to Congress for authority to do so. 

(6) It prohibits employment of convicts on Government contracts. 

(7) The law establishes standards for plants supplying the Government with 
materials to be consumed within a State. 

(8) The Walsh-Healey Act should not be repealed since it is complementary 
to the Fair Labor Standards Act. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 489 


2. Workers in several industries have benefited from minimum wages set under 
Walsh-Healey Act 
The Secretary of Labor has set minimum wage rates at more than 75 cents 
an hour for work on Government contracts in the following industries: 





| 

| Effective Minimum 
date wage 
} 


Industry Location 








United States. __.___- ....| July 8, 1950 $1. 05 


Chemical and related products: 
Bone black, carbon black, lamp black a 
Cleaning and polishing preparations, insecti- |____- ; 
cides, fungicides. 
Industrial and refined chemicals 10 Southern States ond | |. 
eae y of Columbia.! 





1, 


Dental ae and equipment-durable goods 
branch. 
Drugs, medicines and toilet preparations 
Toilet preparations and cosmetics 
OUnEr Pe htda led once ote cccncccerecue 
Iron and steel 
Men’s hat and cap: Cap and cloth hat branch. -- 
Metal furniture 
Paint and varnish ‘12 ‘eontbirn States 3 
D Other States and District 
of Columbia. 
Pressed and blown glass and glassware United States 
Small arms ammunition, ciplaaives, related d 
products. 
Small arms ammunition 
Blasting bey 
betes 


Te. ite 

Uniform and clothing: 
Suit and coat 
Heavy outerwear 

Woolen and worsted 








BRR SSABES 


1M veil Me nig North Carolina, South Carolina, Tennessee, Arkansas, Mississippi, Alabama,,. 
Georgia, and Flori 

2 Different minimum rates apply in each of 3 areas; $1.085 in 12 Southern States, $1.19 in 7 Midwestern 
States and East St. Louis, Dl., and $1.23 in the rest of the country. The minimum rates for auxiliary 
workers are 414 cents lower than the above in each area. 

3 Alabama, Arkansas, Florida, . bon ~ tony ” Mississippi, North Carolina, Oklahoma, South 
Carolina, Tennessee, Texas, and Virginia. 

‘ Determination of Secretary of Labor of $1 minimum, effective Feb. 21, 1953, has been stayed by Federal 
district court in Covington Mills v. Durkin, so that the e S7-cent minimum is still effective. 

5 Except auxiliary workers. 

* Determination of Secretary of Labor of $1.20 minimum, effective May 7, 1954, has been stayed by Federak 

district court in the Allendale Co, v. Mitchell, so that the $1.05 minimum is still effective. 








3. Fulbright amendment has crippled administration of Walsh-Healey Act 


AMENDMENT 


During the consideration of the Defense Production Act of 1952, Senator Ful- 
bright of Arkansas proposed three amendments to the Walsh-Healey Act. Two 
of these were dropped. They sought to define the term “locality” to mean the 
“city, town, village, or other civil subdivision in which the materials are to be 
manufactured” and the term “open market” to mean “materials and supplies of 
standard types and construction as are usually sold generally in the open market, 
regardless of the method used for Government procurement.” 

The third amendment was adopted after consideration by the Senate Com- 
mittee on Banking and Curreney. Labor was given a day in court only after 
considerable protest against the attempt to ram this provision through the com- 
mittee. The Senate Committee on Labor and Public Welfare never did consider 
or endorse the Fulbright amendment. No record vote was ever taken on the 
amendment in the Senate or in the House. 

This amendment provided for the application of the Administrative Procedures 
Act to the operations of the Walsh-Healey Act, formerly specifically exempt. 
Only the Secretary’s or Administrator’s right to grant exemptions to the statute- 
remained unchanged. All rules, wage determinations, interpretations, and legal 
Guestions are subject to judicial review. 

By requiring rules, wage determinations, and interpretations to be subject to- 
the Administrative Procedures Act, the amendment makes it necessary to give 
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notice to the interested parties with adequate opportunity for them to participate 
in the proposed rulemaking and with the right for them to petition for amend- 
ments or repeals of a rule. 

All wage determinations have to be made on the record of a hearing and 
therefore compliance with sections 41 and 42 of the Administrative Procedures 
Act is mandatory. All persons in the industry, whether actually selling or 
possessing the ability to sell, can demand the judicial review of these determina- 
ee and has a right to institute them within 90 days after the determination is 
made. 

All such persons may institute proceedings for a judicial review of any legal 

question including wage determinations and the meaning of the terms “locality,” 
“regular dealer,” “manufacturers,” and “open market.” 
_ This amendment overruled the previous finding by the Supreme Court that 
determinations by the Secretary of Labor under the Walsh-Healey Act were final 
since the Government had the right to set the standards under which Government 
contracts were to be carried out (Perkins v. Lukens Steel Co.). 


CRITICISMS 
(1) Burdensome and Unnecessary Procedures Prescribed 


(a) Before determinations are issued, the Government must make elaborate 
preparations to conform with technical procedures. Motions are made and 
rulings requested even before the hearings are held. At the formal hearing 
technical objections to evidence are now raised. Motions are made to com- 
plicate the procedure. The very formality causes the hearings to be protracted. 
Then follows the preparation of the record at great cost in time and money. 
A proposed decision is then issued with invitations for written objections. After 
considering further objections the final order is prepared and issued. 

Comments.—(i) Secretary had normally preceded action by informal 
conference with parties. Hearings were open and cross-examination was 
allowed without the need of formal motions. Thorough consideration was 
provided. 

(ii) Under current procedure, Secretary has not modified proposed orders 
as a result of objections which have unnecessarily delayed promulgation. 

(b) Procedure is slow-moving as a result of the need for complying with 
technical details: 

(i) Action should be quick under Walsh-Healey Act to cover Govern- 
ment orders being issued, to prevent wage order from becoming obsolete 
and to realize the act’s purpose. 

(ii) Legal tests start in the United States district court, the bottom of 

the judicial ladder. 


(2) Procedure Discriminates Against Fair Standards 


Comments.—(a) Technical rules of procedure are inappropriate for quasi- 
legislative action by administrative boards usually exempt from Administrative 
Procedures Act or are only required to permit interested parties to present views. 
Thus, OPA, Departments of Defense, State, Interior, and others have not been 
subject to technical rules of proeedure. 

(b) Nonlabor phases of Government contract are not subject to the require- 
ments for formal hearings. 

(c) Government has right to lay down rules for Government contracts out- 
lined by Congress. Congress decided there was a clear enough concept of 
prevailing wages for the administrative bodies to act and that in awarding 
contracts, none should be given to those who pay less than such a standard. 
Implementation is a matter of internal management and not properly to be sub- 
jected to the formal requirements of the Administrative Practices Act. 

(d) Legal tests can be initiated by a person with no Government contracts 
if he represents himself as a source of supply. 


(3) Amendment Opened Up the Secretary’s Decision on Scope of Wage Order 
to Judicial Review 


(a) The original Fulbright amendments introduced a definition of “locality” 
which would preclude designation of wide geographical units or the entire United 
States as a proper area for wage determination. This attempt was frustrated. 
But the proponents are trying to achieve by indirection that which they failed 
to accomplish through congressional action. 
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(b) By filing a court order challenging the Secretary’s finding of a single 
national minimum wage for the textile and woolen and worsted industries, vari- 
ous employers are seeking to nullify the Secretary’s determination. 


(4) Amendment Opened Up Opportunities for Legal Action on Definitions of 
“Regular Dealer,” “Manufacturer,” and “Open Market” 


(a) Many interests have long tried to divorce the prime contractor from his 
responsibility for subcontractors. This would permit the prime contractor to 
turn the contract over to another who would ignore the labor standards which 
the contract requires, 

(b) Many have tried to get an exemption from the act by contending that 
they sell identical or similar products on the open market and therefore should 
be exempt from labor standards set under the Walsh-Healey Act. 

These are obvious subterfuges to get out from under the act. 


(5) Experience Proves Effective Administration Has Been Hamstrung 


(1) The amendment has effectively hamstrung the administration of the act. 
The Secretary of Labor has promulgated two redeterminations of minimum 
wages since the adoption of the amendment. Both have been effectively enjoined 
by the courts under the provisions of the amendment, 

(a) The Secretary of Labor ordered an increase in the minimum wage for 
the textile industry from $0.87 to $1 effective February 21, 1953 (applies to cot- 
ton, silk, and synthetic branches). The Federal District of Coiumbia Court 
stayed this order for the plaintiffs as a result of two suits (Covington Mills v. 
Durkin and Alabama Mills v. Durkin). After 2 years this case has not yet 
come to trial. Only recently the Government submitted its brief. 

(b) In the woolen and worsted industry, the Secretary of Labor ordered an 
increase in the minimum wage from $1.05 to $1.20 for the broadwoven, yarn, 
thread, blanket, and pressed-felt branch, effective May 7, 1954. The Federal 
District Court for the District of Columbia stayed this order as a result of a 
suit filed by the Allendale Mills. More than 2 years later this case had not yet 
come to trial. 

(c) At the time of the passage of the Fulbright amendment (June 1952) pro- 
ceedings were then in process for the following industries: aviation textile prod- 
ucts, battery ; Canvas products; envelopes; flour and cereal; metal business fur- 
niture; neckwear; paper and pulp; photographic equipmeut; scientific instru- 
ments ; textiles and woolen and worsted; and tobacco. The order for the mental 
furniture and paper and pulp industries were ready for signature. Only the 
metal business furniture order has been issued; it became effective on December 
6, 1954. 

Result.—Two and one-half years after the passage of the amendment, the record 
is devoid of effective wage administration under the Walsh-Healey Act. 

The Fulbright amendment has vitiated the effectiveness of the Walsh-Healey 
Act in setting minimum wages for Government work in line with the pre- 
vailing minimum wage. The delay has been tantamount to nullification of the 
act since the new minimum rates will be obsolete before the orders are released 
from the judicial proceedings made possible by the amendment. 


(6) Legislative Correctives 


(a) We favor the full repeal of the Fulbright amendment. We wish to restore 
to the Secretary of Labor the rights he previously possessed and no court actions 
shall be permitted to contest his findings. Bills introduced by Senators Green 
and Smith (Republican, Maine) and Congressmen Fogarty, Heselton, Nelson, 
and Addonizio would accomplish this purpose. 

(b) Senator Payne (Republican, Maine) and Senator Kennedy (Democrat, 
Massachusetts) have introduced a bill which would permit the Secretary of 
Labor to use such geographic area or areas as he finds to be appropriate giving 
due consideration to locations of establishments, areas of marketing competition, 
or other competitive factors. 

It is felt that through this clarification, the opponents of the act would have 
far less basis for utilizing the Fulbright amendment. 
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Fact SHeEet No. 6 
LOW WAGES PRODUCE SUBSTANDARD CITIZENS 


Workers in the low-wage industries now covered by the Fair Labor Standards 
Act constitute a substantial proportion of the Nation’s wage and salary earners. 
Among the nonfarm, nonservice workers, and non-self-employed, numbering 42.5 
million persons, some 16.7 percent earned under $1,500 in 1952 (7,125,000 per- 
sons), and a second group comprising 19.5 percent earned between $1,500:and 
$2,000 spent $16.42 per week ($5.82 per person) on the average for food at 
be raised by the adoption of the $1.25 minimum. The current low-wage rates 
have kept their earnings depressed with consequent unfortunate effects. 


1. Low incomes cut down nutritional level below reasonable standards 


Studies of the way families at various income levels in cities and towns used 
their food money in 1948, which are as typical now as then, show the following: 

“Low-income families use a much larger share of incomes for food than do 
high-income families. * * * Families with less than $2,000 income, about one- 
sixth of the total number, used 48 percent of their incomes for food; those with 
incomes of over $2,000 used 30 percent. 

“The dollar amount spent by low-income families for food is less than that 
spent by higher income groups. * * * City families with incomes of less than 
$2,000 spent $16.42 per week ($5.82 per person) on the average for food at 
home and away from home—$11 less than families with incomes over $2,000. * * * 

“* * * 1 of every 6 city families was spending less than $5 a week per person 
for food at home and away from home—a sum with which it was difficult to 
buy a nutritionally adequate diet without careful management. The burden 
of economizing fell particularly hard on the low-income families. Of those with 
incomes under $2,000, a third were spending less than $5 per person for food, 
a third between $5 and $7, and a third over $7. * * * About half of the low- 
income families with four or more persons spent less than $5 a person a week. 
It is probable that many of these families did not secure nutritionally adequate 
diets. * * * 

“Low-income families use more grains, less milk, meat, vegetables, and fruits. 
Their homemakers spend less in actual dollars for major food groups—except 
flour and cereals—than those not so limited. * * * 

“City households with incomes of less than $2,000 purchased about 20 percent 
less milk and vegetables and fruits; about 5 percent less eggs and meat, poultry, 
and fish; and 10 percent less bakery products than households with incomes of 
$2,000 and over. * * * 

“Low-income families have less nutritious diets. Differences in food used 
by high- and low-income families were reflected in the nutritive value of their 
diets. * * * Diets of city families with incomes under $2,000 contained about 
10 percent less calcium and riboflavin—for which milk and milk products are 
the chief sources—than the selections of higher income families, and 12 percent 
less vitamin A value and ascorbic acid, contributed to the diet in largest quan- 
tities by fruits and vegetables. The protein content of diets of these low-income 
families was 7 percent less than in diets of higher income families. 

“Among the dietary essentials, calcium was the nutrient most likely to be low 
in the food of low-income families. The average amount in diets of families 
with incomes below $2,000 in the spring of 1948 was less than the allowances 
recommended by the National Research Council. This meant that diets of about 
50 percent of the families at this income level did not include foods which 
supply calcium in amounts recommended by nutrition scientists.” (From Mate- 
rials on the Problem of Low-Income Families. ) 


2. Low incomes impair health of workers and their families 


National Health Survey (1935-36) findings for gainfully occupied persons 
aged 15-64 show that the low-income groups are a breeding ground for disable- 
ment. Nonrelief families with incomes under $1,000 had 9.1 average annual 
days of disability per worker compared to 5.2-5.8 days for families with higher 
incomes. (Disability Among Gainfully Occupied Persons, Social Security Board, 
1945.) 

According to a Social Security Board report, “in the homes of the poor, 
sickness comes oftener and lasts longer than in the homes of the well-to-do, 
and death comes earlier. The chance for health and even for survival is far 
less among low-income groups than among families in moderate or comfortable 
circumstances. * * * Much of the cost of dependency which results from this 





AMENDMENT TO INCREASE THE MINIMUM WAGE 493 


association of sickness and poverty is borne by the whole populoation.” (Need 
for Medical Care Insurance, Social Security Board, 1944.) 

The death rates for gainfully employed male workers increase as we descend 
the occupational ladder toward the lowest paying nonagricultural jobs: 


Death rates, 10 selected states, 1930 
[Per 1,000 gainfully occupied males, 15-64 years] 


Professional men 

Proprietors, managers, officials 
Clerks and kindred workers 
Skilled workers and foremen 
Semiskilled workers 

Unskilled workers 


Source: Jessamine S. Whitney, Death Rates by Occupation, National Tuberculosis 
Association (1934). 


After a full survey of the data, the President’s Commission on Health Needs 
of the Nation (1953) concludes: “The health of the American worker has been 
improving steadily over the past several decades. * * * [But] these gains have 
not been uniform throughout the labor force. Workers in less favored occupa- 
tions still have a higher mortality rate than do more favored categories. Death 
rates inerease as the socioeconomic scale is descended. Studies by income level 
and by racial groups show significantly lower life expectancy and higher mor- 
tality rates for those groups from which the lower paid ranks of industrial 
employment are largely filled” (vol. 2, p. 57). 

The children of low-income families suffer the most from the lack of adequate 
medical care resulting from poverty. According to the Report of the Presi- 
dent’s Commission on the Health Needs of the Nation (1952): 

“One inescapable fact in regard to the health needs of children is that the 
lower the economical level, the greater the death rate. * * * 

“The importance of the relationship between income and various health defi- 
ciencies was forcefully emphasized in the recent comprehensive study of child 
health services conducted by the American Acadamy of Pediatrics with the co- 
operation of the Public Health Service and the Children’s Bureau. The report 
of this study described the wide disparities in the amount of health facilities 
and services for children among differing economic groups and between urban 
and rural areas in various parts of the country. 

“The major findings of the study are summarized graphically in relation to a 
grouping of States into four classes of descending per capita income. With 
respect to total volume of medical care, private practice, hospital facilities, or 
community health agencies, the wealthier States have rates above the national 
average and the States with lower per capita income have rates below the 
average. In this there is a dramatic consistency. Conversely in undesirable 
attributes, such as infant death rates, the poorer sections show an excess. In 
lowering death rates nothing seems quite as effective as raising the level of 
economic well-being.” 

Maternal deaths in childbirth are much higher in low-income than in higher 
income areas. In 1949, the rate of maternal deaths per 10,000 live births was 
15.7 in States with per capita income under $1,000, compared to 10.4 in $1,000- 
$1.00 States, 6.4 in $1,250-$1,499 States, and 6.7 in States with income of $1,500 
and over. 

The draft rejection rates during World War II illustrate the relation between 
low income and poor health. Rejection rates were highest for North Carolina, 
South Carolina, and Arkansas, three States at or near the bottom of the States 
listed according to per capita income. 


3. Low ineomes force families to live in substandard housing 


In 1950, there were 1,645,000 nonfarm families with incomes of less than 
$1,999 who were occupying dilapidated dwelling units; these comprised 17 percent 
of the total number in this income bracket reporting on the condition of their 
housing (9,735,000). By comparison, there were 1,122,000 nonfarm families 
with incomes of $2,000 or more who lived in dilapidated units, or 4 percent of 
the total in these income classes (25,249,000). 

The number of under $1,999 nonfarm families dwelling in units that were not 
dilapidated but were deficient in plumbing was 3,426,000, or 35 percent of the 
total in this income class ; the number of 2,000 and above nonfarm families living 
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in units deficient in plumbing was 4,072,000, or 16 percent of the total in these 
brackets. 

The total number of dwelling units which were dilapidated or deficient in 
plumbing, or both, was 10,266,000, of which 5,071,000 were inhabited by families 
with under $1,999 income. The proportion of these low-income families living 
in substandard houses was 52 percent, compared to 21 percent for families with 
incomes of $2,000 or more. (Data are from United States Bureau of the Census.) 

The plight of the low-income groups has not been improved since 1950 for 
while the construction boom has resulted in the building of over 4 million new 
dwelling units for middle and higher income families, only 175,000 new units 
have been publicly financed for low-income families in the past 4 years. The 
latter cannot afford to live in the new houses being built by private interests. 
As a result, the disparity between the housing conditions of the poor and the 
rest of the population is rapidly widening. 

In addition to suffering from dilapidated structures and lack of plumbing, 
the housing of low-income families is generally overcrowded and suffers from 
inadequate light and air. The low-income family simply cannot afford decent 
housing. An increase in the Federal minimum wage to $1.25 an hour would 
enable more workers to live in decent homes, offering a real stimulus to the 
construction of low-cost housing above the subsidy level. 


4. Low wages increase public expenditures and industrial cost 

The price which the community and the Nation pay by tolerating low incomes 
far exceeds the cost of providing decent wages. 

The substandard housing which low-income families are forced to inhabit is 
the breeding ground for slums and blighted neighborhoods. As noted by the 
subcommittee on urban redevelopment of the President’s Advisory Committee 
on Government Housing Policies and Programs, “the huge cost of slums has 
been documented many times in terms of disease, crime, juvenile delinquency, 
waste, and erosion of the dignity and the character of our fellow citizens.” The 
report of the subcommittee, published in December 1953, goes on to recount the 
“fearful economic cost of slums” as follows: 

The fact is that our cities are caught in a descending spiral which leads to 
widespread municipal insolvency. The accumulated and continuing spread of 
blight eats away at the assessable base of the cities. As the blight spreads, it 
is inevitably followed by crime, fire, disease, and delinquency. Thus, does the 
need for city services increase. But the city’s ability to meet the increased 
budget is automatically impaired by the very blight that creates the demand. 
More blight, more demand for services, less revenues to meet the demand—that 
is the downward spiral in American cities. Most often the cities with the 
greatest slum problem have the least capacity to deal with it. Hence, the call 
for Federal aid. 

The following reports from various localities are indicative of the burdens 
placed on municipal finances by slum conditions: 

Philadelphia: In 1947, revenues from a blighted area were $161,000 and ex- 
penditures, $271,000. 

Newark, N. J.: In 1946, revenues from a slum area were $167,000 and ex- 
penditures, $534,000 while revenues from a superior residential neighborhood 
were $141,000 compared to expenditures of $65,141. Expenditures per capita 
were $129 in the slum area compared to $93 in the better area. 

Baltimore: In 1948, blighted districts, 9% percent of the city’s area, received 
40 percent of the budget. In five slum areas the revenues were $958,000 com- 
pared to expenditures of $2,212,000. Total deficit due to excess expenditures in 
all blighted areas amounted to $14,300,000. 

Detroit: In 1945, the Detroit News estimated that 20 percent of the city’s 
residential and small-business area had declined to the status of slums and 5 
percent more had been blighted. The rest of the city’s real property had to 
bear not only its own share of the city’s taxes but make up for the shrinkage in 
property values in the slums and blighted areas. 

Denver: 1950 series of articles in the Denver Post reported as follows: 

Denver’s blighted area comprises less than 10 percent of the land in the city, 
about 6 percent of the population, and 6 percent of living units * * * It receives 
40 percent of all general relief funds—nearly seven times its “share” on a popu- 
lation basis. It receives 34 percent of all aid to dependent children money— 
nearly six times its “share” on a population basis. It accounts for 32 percent of 
all police calls—more than three times its “share” on a population basis. It 
produces 30 percent of Denver General Hospital's case load—five times its 
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“share” on a population basis. It provides a third of the workload for the city 
sanitation department—five times its “share” on a living unit basis * * * 
Assessment records show clearly that blighted property pays less taxes than 
standard areas. * * * Take a typical block in the substandard area. It con- 
tains 25 living units and 2 commercial developments. The entire block pays 
the city $1,300 a year in taxes * * * It isn’t hard to see where the money comes 
from—and where it goes. 

Los Angeles: In 1947, blighted areas paid $4.25 per capita in taxes compared 
to $11.30 in nonblighted areas and the cost to the city for services was $7.11 per 
capita in blighted areas and $3.67 in nonblighted areas. 

San Francisco: In 1946-47, a slum area provided $368,000 in revenues and 
cost $741,000 in services while a good area provided $556,000 in revenues and 
cost $87,000 in services. 

These marked disparities are due to the demoralizing effects of poverty and 
slum conditions. The direct costs to the taxpayers in the form of local govern- 
ment deficits and State and Federal subsidies are great. But they are exceeded 
by the losses to society from the limited vigor and development of workers who 
received substandard wages. 

Workers who suffer from inadequate nutrition are poor producers. They 
are more frequently ill than others and therefore absent from work more often. 
Persons in poor health and afflicted by financial concerns tend to be poor accident 
risks. Low wages minimize the worker’s interest in the job. 

It is a well-established maxim of American life that high wages produce a 
better worker and a more productive industrial citizen. The loss in productivity 
resulting from substandard wages is many times greater than the cost of raising 
wages to a minimum of $1.25 per hour. 


5. Low incomes deprive families of educational opportunities 


Comparison of families with incomes under $2,000 with those of $3,000 or more 
in 1946 shows that only 38 percent of the heads of the low-income families had 
gone beyond elementary school in their education while 60 percent of the heads 
of families with $3,000 or more income had more than elementary school training. 
Moreover, only 6 percent of the low-income family heads had progressed beyond 
high school in their education while 20 percent of the $3,000-or-above family 


heads had one or more years of college. (United States Bureau of the Census.) 

Various studies of the relation between parents’ income and education of chil- 
dren and youth show that “there arises a tremendous waste of human resources, 
in the abilities, skills, and vitality of youth in the lower-income groups who are 
defeated in their education careers.” This conclusion and the following findings 
are from Materials on the Problem of Low-Income Families, assembled by the 
Staff of the Joint Congressional Committee on the Economic Report (1949) : 

«ollege opportunities fell off rather abruptly when the family income was be- 
low $2,000. Chances of going to college were five times as great when parental 
income was $5,000 and over as they were when the income was less than $5,000. 
In the case of the lower-income families, so large a proportion of the income must 
be spent for the bare necessities of life that there is little or nothing left for 
education, health, or recreation. 

* * * from 3 to 5 percent of our young people, or annually some 75,000 to 
125,000 are of college caliber and would go to college if they could but are pre- 
vented by poverty * * * young people of average intelligence, though not suited 
for the traditional college, are also missing out on educational opportunities of a 
vocational nature offered by junior high schools and technical institutes. 

On the whole, there is a singular lack of evidence for any correlation between 
the ability to pay for a college education and the ability to benefit from it. Since 
the opportunity for college education depends so largely on income, millions of 
young people are not only denied the chance to develop their capacities but the 
Nation is irreparably deprived of a vast amount of potential leadership and po- 
tential competence which it can ill afford wantonly to throw away. 

Children born and brought up in families with substandard incomes are handi- 
capped from the beginning. They are undernourished and deprived of the 
opportunity for education and training that would enable them to rise above 
the economic level of their origin. They are forced to go to work at an early 
age to help support the family. They tend to become the progenitors of the next 
generation of substandard citizens. Their families are generally larger than 
those of higher income groups and even with several members of the family 
working, their earnings are inadequate to provide them with decent standards 
of health and education. 
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6. Low wages create depressed and underdeveloped areas 


The areas of the country which are characterized by low wages are those in 
which average per capita income is low the degree of industrialization and retail 
sales tend to be low. Thus, Mississippi, the lowest-income State ($834 per capita 
in 1953 compared to $1,709 for the United States as a whole), also has one of 
the lowest proportions of its income from manufacturing payrolls (13.4 percent 
compared to 25.7 percent in the United States in 1953) and the lowest per capita 
retail sales ($486 in 1948 compared to $893 for the United States). 

It is evident that low wages and industrial backwardness go together. Busi- 
ness enterprise does not flourish in a low-income economy. Local enterprise 
and industry find little encouragement in an area which doesn’t furnish a ready 
market for their goods. Retail trade cannot prosper in a community with 
inadequate purchasing power. 

The rise in the purchasing power in the Southern States, due in part to wage 
increase, has provided the base for much of the recent industrial expansion in 
that area. Many national companies have established branch plants to tap this 
growing market, which is expanding as wage income grows. 

Such areas must depend upon outside capital as well as market for their 
industrialization and, by so doing, often forfeit their economic well being. The 
absentee stockholders have little interest in the welfare of the community of 
which they are not a part, or in the workers who are not their neighbors. Profits 
are drained from the area and are not used for local development. 

A realistic minimum wage law would protect workers employed by irrespon- 
sible absentee owners and would thus enhance the development of industry in 
our underdeveloped areas. Increased purchasing power in these areas can form 
the basis for beneficial industrialization by local enterprises. The regional prob- 
lems of our national economy stem from inadequate buying power. An ade- 
quate wage floor would help overcome this deficiency. 


Fact SHeer No. 7 
ALABAMA SHOULD SUPPORT HIGHER MINIMUM WAGE 


1. Industry absorbed 75-cent minimum without difficulty in 1950 


The adoption of the 75-cent minimum in January 1950 was accomplished with- 
out difficulty in Alabama industries. Most critical industries were not affected. 
The textile, metal, and mining industries as well as the paper, printing, and 
petroleum industries were unaffected. Few workers in these industries were 
then receiving less than 75 cents. The industries primarily affected were the 
food, apparel and lumber groups, employing less than 20 percent of the covered 
workers, which adopted the 75-cent minimum with favorable results. 

The largest group requiring wage adjustments was the lumber and wood 
products group employing some 38,500 workers in January 1950. The average 
hourly earnings for this group rose by 13 cents from January to March 1950. 
Dire predictions of liquidation of marginal mills and widespread unemployment 
following the adoption of the 75-cent minimum were belied by the facts. Em- 
ployment remained stable during the early part of 1950 and actually increased 
substantially at the end of the year, with 2,500 more workers employed in 
Alabama saw and planing mills in December (36,000) than in January (33,500). 
Actually, the United States Department of Labor reports that the number of 
southern sawmills with eight or more employees, the only mills covered, “in- 
creased slightly” between the last quarter of 1949 and March 1950 from an esti- 
mated 5,292 to 5,350. (Results of the Minimum Wage Increase of 1950, p. 51.) 

The food industries had to increase their average hourly earnings by 7 cents 
to meet the new minimum, the average rising from 81 cents in January to 88 
cents in April 1950. Here again the adjustment was effected with ease, with no 
change in the employment level of 13,000 workers. Actually employment has 
since risen to 14,600 in January 1955. The third large group to be affected was 
the apparel industry, which had to increase its average from 82 to 88 cents with 
the adoption of the 75 cents. The higher minimum has had no deterrent effect: 
apparel employment has practically doubled since January 1950. The industry 
has prospered. 

Higher wages did not inhibit the growth of these industries. They helped 
manufacturers in highly competitive industries to pay higher wages when they 
could not voluntarily undertake to do so for competitive reasons. 
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2. General increases in Alabama wages since 1950 have made the 75-cent minimum 
obsolete 


Alabama has kept pace with, and in many industries, outdistanced wage 
trends in the country as a whole since January 1950. Average hourly earnings 
in all manufacturing industries in the United States have risen by 42 cents. 
The prevailing pattern of increases negotiated in unionized American industries 
totaled 40 to 52 cents in the last 5 years. 

In Alabama, wage increases in the major industries other than textiles, have 
met or exceeded their counterparts in the rest of the country. The general 
average for the States manufacturing industries has not risen as much as the 
national average, increasing by 33 cents, from $1.12 to $1.45, primarily because 
of the sluggish textile industry, which has given no general increases since the 
spring of 1951, and the existence of the lagging wage industries of food, apparel 
and lumber. These latter industries need the help of the national minimum to 
bring them abreast of the national tend (table I). 

Average hourly earnings have risen in the major industrial groups by impres- 
sive amounts. The increases in average hourly earnings from January 1950 
through January 1955 have been as follows, in order of magnitude: 67 cents in 
metal mining ; 63 cents in products of petroleum and coal; 58 cents in transporta- 
tion equipment; 56 cents in primary metals and bituminous coal mining; 50 
cents in paper and allied products; 48 cents in chemical and allied products and 
printing and publishing ; 40 cents in fabricated metals; 36 cents in food indus- 
tries ; 22 cents in stone, glass, and clay products; 12 cents in apparel; and 8 cents 
in textile mill products. 

These increases in the principal Alabama industries have made the 75-cent 
minimum completely obsolete. The lagging industries must be brought up. 


3. A modern minimum of $1.25 is needed: Recommended 90 cents is inadequate 


The President of the United States has recommended a 90-cent minimum wage. 
The trade-union movement has proposed that the new minimum be $1.25. The 
latter wage is a reasonable one because it is economically feasible and is essential 
to the maintenance of workers’ families. Looking about the Alabama industries, 
we know that many major industries pay minimum rates equal to or higher than 
$1.25. Those which are below can raise their minimum with constructive results. 
Those which require large increases are industries which have granted few 
increases since January 1950. Many of these are modern and capable of paying 
decent wages but have held back only because of competitive forces and the 
backward fringe of employers. They need the aid of the law to raise wages to 
adequate levels. 

A consideration of the industry groups and the scales prevailing in them con- 
firms the above conclusion (table II). 

(a) Mining—The average hourly earnings for bituminous coal are $2.23 and 
the union minimum is $2.02. 

In the metal mining industry, earnings are only slightly lower, at $2.14, with 
the minimum in union mines at $1.57. These industries employ 18,000 persons. 

(b) Metal Industries.—Few if any workers in the metal industries would be 
affected by the adoption of the $1.25 minimum. Of the total of 342,100 employees 
in the State’s industries subject to the act, 68,100 are in the metal group, or 20 
percent. 

(1) The primary metals industry, with 41,900 workers in the State, has a 
standard union minimum of $1.57, the same for Alabama as in the rest of the 
country. This is the minimum rate prevailing in the plants of United States 
Steel Corp. and most of the other iron and steel producers in Alabama. The 
minimum rate at the Aluminum Co. of America plant at Mobile is $1.595. 

(2) The fabricated metals industry, with 8,900 Alabama workers, generally 
pays minimum rates of over $1.25. The fabricating plants of United States Steel 
Corp. and Republic Steel Corp., the major basic steel companies, pay a minimum 
of $1.57 and other large fabricators (Lamson & Sessions Co., United States Pipe 
& Foundry Co., ete.) pay $1.40 minimum or better. 

(3) The 9,500 employees of the transportation equipment are generally cov- 
ered by minimum rates in excess of $1.25. Thus, Pullman Standard Car Manu- 
facturing Co. has a minimum of $1.57, Alabama Dry Dock & Shipbuilding Co., 
$1.50 and Hayes Aircraft Corp., $1.36. 

(4) In the machinery industry, with 6,800 workers, wages are generally in 
line with the rest of the metals industries. The Allis Chalmers Manufacturing 
pers plant in Gadsden has a minimum of $1.38 and General Electric in Anniston, 

1.175. 
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(c) Paper industry.—Average hourly earnings in the State are $1.82 compared 
to the United States average of $1.78. The minimum rate for union mills is $1.44. 

(d) Printing and Publishing—With an average of $2.08 per hour and union 
minimum of $1.275, this industry would not be affected by the $1.25 minimum. 

(e) Chemicals —Average hourly earnings are $1.56 and union minimum rates 
are over $1. Thus, Stauffer Chemical Co. pays a minimum of $1.53 and Mathie- 
son Chemical Corp., $1.05. 

(f) Products of petroleum and coal.—Average hourly earnings are $1.97. The 
Pure Oil Co. pays a minimum of $1.233 and Sinclair Refining Co., $1.12. 

(9) Stone, clay, and glass products.—Average hourly earnings are $1.48 and 
major union mills pay minimum rates in excess of $1.25, e. g., AAA Corp., $1.40, 
Birmingham Slag Co., $1.41. 

(h) Rubber products.—The Alabama plants of the major rubber companies 
pay minimum rates well over $1.25: Goodyear, $1.485, Goodrich, $1.68. 

(i) Textiles—The standard union minimum rate is $1.035. This minimum 
is paid by such major Alabama mills as Cone Mills Corp., Huntsville Manufac- 
turing Co., Lincoln Mills of Alabama and Standard-Coosa-Thatcher Co. 

(j) Food industries—Wages have moved up sharply since early 1950, when 
a rise of 7 cents per hour resulted from the effectuation of the 75-cent minimum. 
The average wage increased by 29 cents an hour from April 1950 to January 
1955 (from $0.88 to $1.17). Union minimum rates in meat processing plants 
vary from $1.475 (Armour branch plant in Birmingham) to $1.55 (Armour 
main Birmingham plant, Hormel & Star Provision Co.) and at bakeries from 
$1.15 to $1.205. 

(k) Transportation and public utilities —The minimum rate for the State’s 
Bell Telephone System is $1. Railroad workers receive no less than $1.25, 

Of the 342,100 workers employed in Alabama’s nonagricultural industries which 
are predominantly subject to the wage provisions of the Fair Labor Standards 
Act, only two industries (apparel and lumber and wood products) would be 
significantly affected by the adoption of a minimum under $1. These indus- 
tries employed a total of 50,600 in January (17,800 in apparel and 32,8000 in 
lumber). 

There is no justification for permitting the employers in these two industries, 
comprising less than 15 percent of the State’s workers subject to the minimum 
wage, to continue paying substandard wages. The workers in these industries 
are entitled to the minimum pay standards prevailing in the large majority of 
the State’s industrial establishments. 


j. Higher minimum wage would stimulate growth of the State 


Wages in all but three manufacturing and mining industries in Alabama are 
substantially below the United States average despite large increases in recent 
years (table III). The industries with the widest disparities in wages (food, 
apparel, and lumber) are the ones which would be most significantly affected 
by the adoption of an adequate minimum wage. 

Low wages mean low per capita income in the State. Wages and salaries 
comprised 65 percent of Alabama’s income in 1953 and the average income per 
person was $1,048, 39 percent below the United States average of $1,709. While 
Alabama had 2 percent of the Nation’s population, it had only 1.2 percent of 
the income. 

Low incomes mean poor markets for the State’s industries and services. Thus, 
retail sales in Alabama have not kept pace with the rise in the Nation’s con- 
sumption. While sales in the United States increased by 8 percent between 
1951 and 1953 the rise in Alabama was 7 percent. 

Establishment of an adequate minimum wage would bolster the purchasing 
power of Alabama’s underpaid workers and thereby contribute to the further 
growth of the State’s industry. As noted by Glenn McLaughlin and Stefan Ro- 
bock, Government specialists on industrial location, “in the postwar period the 
attraction of the South as a market and as a source of materials has been 
responsible for the bulk of the new industry. (Why Industry Moves South, 
National Planning Committee of the South.) Higher wages in the low-wage 
industries will stimulate expansion of new industries. 

Adequate wages are no obstacles to industrial expansion. The region with the 
highest factory wage rates and per capita income in the Nation (the Far West) 
has enjoyed the fastest rate of industrial growth. From 1950 to 1953, the 
income of the Far West (California, Nevada, Oregon, and Washington) rose by 
30 percent, compared to 26 percent in Alabama and 24 percent for the United 
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States. ' Particularly impressive.was the advance of three-fifths in Far West 
factory payrolls—an increase half again as large as that for the Nation. 

Expenditures of manufacturing establishments in the Far West for new plant 
and equipment amounted to $756 million in 1953, 47 percent more per capita than 
the $99 million spent in Alabama. The average hourly earnings in Far West 
manufacturing industries varied from a low of $1.97 in California to $2.12 in 
Oregon, compared to Alabama’s average of $1.39 in 1953. Obviously, the higher 
wages prevailing in west coast factories have not impeded industrial growth in 
that region. In fact, the high purchasing power enjoyed by the region’s workers 
has served to stimulate growth in industry and trade seeking to tap this rich 
market. 

The process of industrial expansion in response to growing domestic markets 
has been the mainspring behind the growth of the American economy. A real- 
istic minimum wage would enable Alabama to share more equitably in the 
great American income stream and enhance its industrial growth. 


TaBLE I.—Employment and average hourly earnings in Alabama manufacturing 
and mining industries, January 1950 and 1955 
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TABLE IIl.—Minimuwm wages under union agreements in Alabama 





Company 


Location 





Union 


Employ- 
ees 


Products 





Primary metals 


U. S. Steel Corp 
Woodward Iron Co 
Goslin- os Manu- 


Republic Steel Corp 
. 8. Steel Corp 


Jackson Industries, Inc. 

U, 8. Steel Corp--.--- 

Union Carbide & Carbon 
Corp. 

Abemonen. Company of 
America. 


Fabricated metals 


U. 8. Steel Corp 
MecWane Cast Iron Pipe - - - 





Fairfield 
Woodward ___. 
Birmingham -- 


Birmingham - 
Ensley - 
Sheffield _____- 


Mobile-.____-- 


Birmingham -. 
.-d } 


Southeastern Metals Co_----}-.--- 


Vulcan Rivet & Bolt Co__-- 


Southern States Iron Roofing |-___- 


U. 8. Pipe & Foundry Co- -- 
Virginia Steel Co., Inc 
McGraw Electric Co 

O’ Neal Steel Works Co___---. 
— Valves & Fittings, 


i a & Sessions Co 
Alabama Metal Lath Co-. 


Continental Can Co 
Bethea Foundry, Inc 
American Can Co 


Transportation equipment 


Alabama Dry Dock & 
Shipbuilding Co. 


Dyson Aleka Propeller 


0. 
Pinto Island Metals Co 
Hayes Aircraft Co: 
Chevrolet Motors 
General Motors Corp. 
Pullman, Standard 
Manufacturing Co. 
Taylor-Wharton Iron 
Steel Co. 
Machinery (including 
electrical) 
Anniston Tube Works of the 
General Electric Co. 
Allis-Chalmers Manufactur- 
ing Co. 
Chemicals 
Hanna Paint Co 


Mathieson Chemical Corp- - 
Stauffer Chemical Co 








USA-ClO____. 
USA-CIO 


USA-CIO__.-_. 


Independent 
Union of Ma- 
rine & Shi 
building Work- 


USA-CAO...__- 


IUE-CIO 
UAW-CIO 


United Gas, Coke 
Shomtesl | 








Manganese _- 


Alumina. 


Fabricating - - 
Pi 


Fabricating 
Bolts and rivets__. 
Aluminum roofing 
Cast iron pipe....- 
Fabricating 
Galvanizing rods__ 
Fabricating 


Valves and fittings. 


Bolts and rivets__. 
Fabricating 


Female_- 
Aluminum wire _- 


Shipbuilding and 
repair. 


Propeller repair --. 


Ship moons -- 
Aircraft _. 
Auto parts. 


Agricultural 
equipment. 
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TABLE II. Minimum wages under union agreements in Alabama—Continued 





Company 


Location 


Union 








Employ- 


ees 


Products 


Plant 
mini- 
mum 





Products of petroleum and coal 
Pure Of] Oe... ...02252-. su 


Sinclair Refining Co 
Stone, clay, and glass products 
Alabama Aggregate 


Dickey (W. 8.) Ciay Manu- 
facturing Co. 
Birmingham Slag Co 
Woodstock Slag Corp 
Massey Concrete Products - - 
Birmingham Slag Co 
Rubber products 


Goodyear Tire & Rubber 
Co. 


B. F. Goodrich Tire Co 
Food 

Wilson & Co. (branch)----. 

Hormel & Co_...........-.- 


Armour & Co ( TS ee 
Armour & Co. 


Star Provision Co. 
American Bakeries 


American Bread Co 
National Biscuit Co 


Textile mill products 
Dw = Division Cone Mills 


Cor 
Huntsville Manufacturing 


Lincoln Mills of Alabama. -- 
8 -Coosa-T oe Co. 
Indian Head Mills, Inc 


Miscellaneous 


Southern Household Prod- 
ucts. 

Air Reduction bs Ine 

Raible J. R.) C 

Southern Dinette Co. ,Inc_ 3 





Nonmanufacturing 





Birmingham 
and Tusca- 


oosa. 
Birmingham -- 


Pelham 
Delonah 
Cobb City -_-- 








Gadsden 


| 
| 


Tuscaloosa _-_- 


Birmingham_. 


ranch) - ..-.|---- 


Alabama City. 
Huntsville_..- 


Birmingham -- 





_do 
JJ} Alabama City_ 
.| Birmingham -- 





Oil Workers Inter- 
ternational Un- 
ion, CIO. 

di 
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Allied Products. | 
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do 
United Glass 
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ers of North 
America. 
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ers. 


United Packing- 
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ictal Wholesale 
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Store Union. 
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| 


USA-CIO.__._. J 


USA-CIO 
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.do 
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Lime rock 





Clay pipe -- 
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.do 
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flaps, and camel- | 
back: | 

Service Divi- 
sion. 

Production | 
Division. } 

Female Divi- 
sion. | 


25 | Passenger tires-_- 


| Meat processing: 
Male 


| Meat processing - a 


Bread and cake -- 


Crackers and cook- 


ies. 
Beeed and"cake - - 


OD cnoncocecas } 


Furniture 


| Oxygen. -. 


Wooden kegs_- 
Furniture_.....--.! 
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TABLE II. Minimum wages under union agreements in Alabama—Continued 





Plant 
Company Location Union ar ig Products mini- 
mum 





Nonmanufacturing 
Miscellaneous—Continued 


U. 








ce 
i 3 Waterworks 
Pratt City___- JSA- Railroad mainte- 


nance. 
Port Washing-| USA-CIO Freight handling -- 
ton. | 
USA-CIO 
Do do. 

—— & Guif Navigation | Birmingham -_- USA-CIO 
Knight Iron & Metal Co do USA-CIO Scrap iron.--- -| 
Galbreath (John W.) & Co-_.| Fairfield USA-CIO Building mainte- 











Barge repair 





nance. 
Southern Bell Telephone & | Entire vepeenes CWA-CIO Telephone service-| 


Telegraph Co. 
Mobile Gas Service Co bee “wenaeae UGC & CW-CIO_| Gas utility 
Reid Contracting Co | UGC & CW-CIO. | 
Retail, Wholesale, Grocery warehouse} 


Republic Steel Corp-_------ ..| Jefferson lv Iron ore 
Kimerling (M.) & Sons, Inc..| Birmingham --} Scrap iron 
| { 








TABLE III.—Comparison of average hourly earnings in nonagricultural industries 
of Alabama and the United States, January 1955 





United 


Industry Alabama States 





All manmfacturing-____-__- 5 $1. 84 

Durable goods: 

Stone, clay, and glass pentane ; 1. 80 

Primary metals.____- : 

Fabricated metals. __- 

Bes phar equipment - 
Nondurable good 

Food 


Textile products -- 
Apparel 
Paper and allied products_- bin 
Printing, publishing, and allied products... .........---.---- 
Chemical products __--- 
Products of petroleum and coal 
Mining and quarrying: 
Metal mining 
Bituminous coal mining 


Ne NEE ee 
: stack 














1 Average for United States minus average for Alabama. 
2 Data are for December 1954; later data not available. 


Fact SuHeet No. 9 
MINIMUM-WAGE INCREASE AFFECTS EMPLOYEES AT MINIMUM AND FEW ABOVE 


Summary 


The adoption of a new Federal minimum wage usually increases wages to the 
minimum and results in few adjustments to workers receiving more than the 
minimum rate. : 

A study by the United States Department of Labor of the effect of the applica- 
tion of the 75-cent minimum concludes that the wage adjustments “were greatest 
in industries which in 1949 had the lowest average hourly earnings and the 
highest proportions of workers receiving less than 75 cents an hour.” (Results 
of the Minimum Wage Increase of 1950, p. 9.) 

The Labor Department’s study found that the rise in the total wage bill in 
1950 coincided almost directly with that required for compliance with the 75-cent 
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minimum. In the southern sawmilling industry the 75-cent minimum required 
a 14-percent increase in the wage bill; the actual rise was 16 percent. In the 
men’s dress-shrt and nightwear industry it required an increase of 5 percent in 
the wage payroll to meet the 75-cent minimum and the actual increase was 8 
percent. In the wood furniture industry of Winston-Salem, N. C., only a 1-per- 
cent increase in payroll was necessary to effect the 75 cents. The actual rise 
was exactly that amount. In Martinsville, Va., and Morganton-Lenoir, N. C., 
where only insignificant increases were necessary to comply with the 75-cent 
minimum, practically no change occurred in the average hourly earnings. The 
same was true in the men’s seamless hosiery industry where the 75-cent minimum 
required a rise of 5 percent in payroll in the Hickory-Statesville, N. C., area; 3 
percent in the Reading, Pa., area and 1 percent in the Winston-Salem, N. C., area. 
The actual increases were respectively 7, 6, and 3 percents. 

The study concludes that “the shift of workers from below 75 cents an hour 
was accompanied by a marked employment concentration at or very near the 
75-cent level. This was especially true in southern sawmilling, fertilizer, and 
wood furniture, activities where time rates form the basic pay system. In these 
three industries most of the workers whose hourly wages were raised from sub- 
standard levels went into the 75—79.9-cent earnings class ; at and above 80 cents an 
hour, wage structures showed only minor short-run changes. Apparently em- 
ployers in the three industries did what was directly necessary to satisfy the 
amended requirements of the act and on the whole did not try to maintain wage 
spreads between low-, middle-, and high-wage occupations. 

“* * * Tn men’s dress shirts and nightwear and men’s seamless hosiery, the 
situation was modified by the prevalence of the piece-rate mode of payment. The 
concentration of employment after January 25, 1950, at or near the 75-cent level 
was not so great in these lines because, when piece rates were raised so that 
slower workers could earn at least the 75-cent hourly wage, faster workers 
already making 75 cents or more an hour at the old rates also were able to raise 
their average earnings. * * * But even in these industries as in the other three 
lower level, earnings were increased relatively more than higher level ones with 
a consequent percent reduction in spreads between them.” (p. 10). 

The study concludes that “the wage increase to 75 cents an hour after January 
1950 was accompanied by a marked concentration of workers at or very near the 
75-cent level, especially in industries where time rates formed the basic pay 
system. Short-run indirect effects on wages already equal to or higher than 75 
cents an hour were not great.” 


1. Southern sawmilling industry 


In the southern sawmilling industry 9 cents, or 14-percent increase, in average 
hourly earnings was required to raise the minimum to 75 cents. The actual in- 
crease was 11 cents, or 16 percent. These adjustments were thus significant and 
were made successfully. By March 1950, only 8 percent were earning less than 
75 cents (these include cases of noncompliance, uncovered workers engaged in 
interstate commerce or in the production of goods for interstate commerce, ap- 
prentices, learners or handicapped workers or those inaccurately classified). 
Most of those earning below 75 cents were raised to an hourly average between 
75 to 79.9 cents. Five percent more workers were in the 80- to 95-cent bracket. 
The wage structure at and above 95 cents showed little short-run change. 

That this adjustment was limited to the need for complying with the act is 
further shown by the fact that average hourly earnings increased in the 3 lowest 
paid sample occupations by 18-28 percent, in the 3 middle-wage listed positions 
by 13-14 percent, and in the 3 highest paid listed jobs by 6-9 percent. 

The increase was primarily limited to the legal requirements. In the south- 
eastern division, compliance with the 75-cent minimum required a rise of 12 cents, 
or 18 percent. The actual increase in average hourly earnings was 13 cents, or 
20 percent. In the southwest, the 75-cent minimum called for a 7-cent, or 9 
percent, rise in the average, and the actual increase was exactly that. Similarly, 
in the Border States, the required rise to come up to the legal requirements was 
4 cents, or 5 percent; and the actual increase was just that. 


63489—55——34 
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The same study highlights these conclusions. The following facts show that 
increases closely conformed to the law’s requirements: 





Estimated increase 
required to raise 
to 75 cents hourly Actual increase 

Plant average hourly earnings in October 1949 earnings below 

(cents) ings that amount 





Cents | Percent 








rast ssss 














2. Fertilizer industry 

In the fertilizer industry effective application of the 75-cent minimum cut 
the proportion of workers under 75 cents from 24 to 5 percent (these include 
noncompliance, uncovered workers engaged in interstate commerce or in the 
production of goods for interstate commerce, apprentices, learners, or handi- 
eapped workers, or those inaccurately classified). The workers in the wage class 
75 to 77.4 cents increased from 9 to 23 percent of the total. No change occurred 
in the proportion of workers from 77.5 cents to $1.249 an hour. 

The United States Department of Labor concludes that “apparently employers 
did what was directly necessary to satisfy the amended requirements of the act 
and little else.” In a study of occupations, it found that “hourly earnings ad- 
vances in the four lower paid jobs varied from 7 to 8 percent and declined to zero 
for the highest paid occupations. 


$8. Men’s dress-shirt and nightwear industry 


Where some 37 percent of the employees in August 1949 were earning less than 
75 cents, before the 75-cent minimum became effective, the proportion dropped 
to 4 percent thereafter. 

The indirect effect was to put an additional 7 of every 100 plant workers in 
the middle sector of the wage distribution (from 85 cents to $1.249). There 
was little change in the highest range, since only 1 more of every 100 plant 
workers were receiving $1.25 or more an hour in March 1950 than in August 1949. 
To meet the legal requirements, plant average hourly earnings had to be increased 
by 5 cents, or 5 percent, and the actual increase was 7 cents, or 8 percent. 

The limited scope of the adjustment is further attested by the experience of 
the respective regions following the application of the 75 cents. The increases 
hewed closely to the legal requirements. 





Estimated increase in average 

Average hourly hourly earnings required to | 4ctual i ~ 

earnings (cents) raise to 75 cents hourly earn- ee ourly 
ings below that amount Carnage 





August 
1949 








Southwest 

Southeas 

Middlewest 
reat Lakes 


Middle Atlanti 
et Sp act 








BERZSILE 


net 
— 











| 
of 1 percent. 





The Department of Labor observes that “the chief reason for this indirect 
effect was the prevalence of the piece-rate method. of payment in the industry, 
permitting an increase in benefits for faster workers with initially higher earn- 
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ings as well as for slower, lower paid employees.’ The influence “on the higher 
paid employees was negligible,” it adds, “even in the low-wage regions. e 4 . 
Higher wage jobs were more often paid by time rates and were evidently not in- 
creased when piece workers were.” 


4. Men’s seamless hosiery industry 


This is also a piecework industry so that the experience was similar but 
less marked than in the shirt industry. In the Hickory-Statesville, N. C., area, 
the 75-cent minimum required an increase of 5 cents, or 6 percent, The actual 
rise in average hourly earnings was 7 cents, or 8 percent. In Reading, Pa., the 
required rise was 3 cents, or 3 percent; the actual rise was 6 cents, or 7 percent. 
In Winston-Salem-High Point, N. C., area, the required rise was 1 cent, or 
1 percent ; the actual rise was 3 cents, or 3 percent. 

By March 1950 the Department of Labor concludes that “practically all 
workers previously earning below 75 cents were averaging an hourly rate at or 
above that rate, most of them having moved into the earnings category of 
75-84.9 cents.” 

In the middle sectors of the wage distribution (from 85 cents to $1.249), 
10 more of every 100 plant employees in Hickory-Statesville; 7 more of every 
100 plant employees in Reading and 5 more of every 100 in Winston-Salem-High 
Point were in that group after the adjustment. The primary reason was that 
when piece rates were increased, the faster workers already making 75 cents 
or more an hour at the older rates were able to raise their average hourly 
earnings. 


There were virtually no effects in any region on the portion of the workers 
earning $1.25 or more an hour. 


5. Wood furniture (except upholstered) industry 


The wood furniture industry exhibited the same pattern. Being an industry 
with higher rates of pay, there were fewer persons receiving less than 75 cents. 
In Winston-Salem-High Point, where 13 percent were earning less than 75 cents 
in September 1949, a l1-cent, or 1-percent, increase was required, that was 
the actual rise; in Martinsville, Va., where only 7 percent of the employees were 
receiving less than 75 cents, an increase of less than 1 percent was required. 
There was an actual reduction in average hourly earnings paid because of an 
increase in the number of lower paid workers employed there at the time. In 
Morganton-Lenoir, N. C., where only 6 percent were earning less than 75 cents, 
it required less than a 1-percent increase in payroll to meet the legal test and 
actual average hourly earnings did not rise. 

The Department of Labor concludes that “during the months between Septem- 
ber 1949 and March 1950, wage changes were limited and were almost entirely 
confined to necessary increases to bring workers up to the 75-cent minimum.” 


Fact SHeet No. 10 
8. 662 (LEHMAN BILL) WILL CORRECT BACKWARD STEPS TAKEN ON COVERAGE AND 


EXEMPTIONS IN 1949 AND EXTENDS THE PROTECTION OF THE LAW TO EMPLOYEES 
REQUIRING IT 


The present Fair Labor Standards Act is more limited in coverage and con- 
tains more exemptions from the wage-and-hour provisions than did the original 
act of 1938. In the course of the revision in 1950 which raised the minimum to 
75 cents, there were added unjustified restrictions in coverage and increases in 
exemptions. In September 1953, the latest date for which detailed estimates are 
available, total private employment, exclusive of proprietors, self-employed per- 
sons, unpaid family labor, and executive, administrative, and professional em- 
ployees, was 44 million. Of these employees, 13.6 million were not covered 
because they were in intrastate activities and 6.4 million were specifically 
exempted from the minimum wage and overtime provision (table I). 

The Lehman bill will correct many of these exclusions. First, it will extend 


coverage by about 4 million persons. Second, exemptions for another 2% million 
persons will be eliminated. 


I. The 1949 act narrowed coverage and increased exemptions from the act 


Under pressure from many conservative forces, the 1949 act provided for an 


increase in the minimum to 75 cents and imposed a number of restrictive amend- 
ments on coverage. 
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The most important changes in coverage and exemptions are described below : 

A. Narrowed coverage.—There were two primary changes. One significantly 
narrowed the definition by providing, in section 3 (j), that activities other than 
actual production would be included only if “closely related” and ‘directly es- 
sential to production.” The earlier act production included all activities ‘‘nec- 
essary to production.” The second change broadened the definition of com- 
merce to include not only interstate commerce and outgoing foreign commerce 
but also incoming foreign commerce. (Sec. 3b.) 

1. The restriction of the coverage to employees “in any closely related proc- 
essor occupation directly essential to the production thereof, in any State” was 
designed to be retroactive. The conference report declared that under this act 
“an employee will not be covered unless he is shown to have a eloser and a more 
direct relationship to the producing, manufacturing, etc., activity than was true 
in the above-cited cases.” Excluded are merchants selling goods locally; em- 
ployees engaged in maintaining and repairing private homes and dwellings where 
such homes and dwellings are being leased by interstate producers to their 
employees; and independently operated restaurants located in a factory. 

The official interpretive bulletin declares that “some employees whose work 
might meet the ‘necessary’ test are now outside the coverage of the act because 
their work is not ‘closely related’ and ‘directly essential’ to such production.” To 
be covered the employee must be in a process or occupation which is both “closely 
related” and “directly essential” to production of goods. The official interpreta- 
tion would leave uncovered employees of a “producer of goods for commerce * * * 
if they are employed solely in connection with essentially local activities which 
are undertaken by the employer independently of his productive operations or 
at most as indispensable, collateral incident to them” such as providing homes, 
meals, or other retail operations. Cooks in a lumber camp would be considered 
“closely related” and “directly essential’ and covered. “Watching, guarding, 
maintaining, or repairing the buildings facilities and equipment used in the pro- 
duction of goods for commerce” are covered. But when such services are “per- 
formed with respect to private dwellings tenanted by employees of the producer 
as in a mill village,” they are not covered. Similarly excluded are “employees of 
the producer or of an independent employer who are engaged in maintaining 
company facilities for entertaining the employer’s customers, or in providing 
goods, refreshments or recreational facilities.” 

B. Exemptions from wages, hours, and child labor provisions extended —A 
formidable list of exemptions was added to the wage and hour law which left out 
millions from the act. 

1. Exempt from all three provisions: “Employees engaged in the delivery of 
newspapers to the consumers” were exempt completely from minimum wage, 
overtime and child labor provisions (Section 13 (d) ). 

2. Exempt from child labor provisions: (@) The exemption from the child 
labor provisions was broadened by providing that they were not to apply to 
“child actors or performers in motion pictures or theatrical, radio or television 
productions.” The added exemptions were child actors in radio and television 
productions and the addition of performers as well as actors. (Sec. 13 (c).) 

(b) The second provision was a clarification in that children employed in agri- 
culture were now exempt “only outside of school hours for the district where the 
a Age, while he is so employed.” This provision represented an advance. 
(See. 13 (c).) 

3. Exempt from minimum-wage and overtime provisions: (a) A most ex- 
tensive liberalization of the exemption was granted to the retail and service 
establishments. The result is that 1,360,000 workers are now specifically exempt. 
The changes were: First, the exemption was now applied on an establishment 
basis; second, a specific definition of retail and service establishment was pro- 
vided in place of the phrase “engaged in selling in intrastate commerce.” An 
exempt establishment was defined as one in which more than 50 percent of the 
annual dollar volume of sales are made within the State, 75 percent of the 
annual dollar volume of sales are not for resale and are recognized as retail 
sales or services in the industry; third, the exemption was extended to estab- 
lishments which make or process on their premises the goods they sell if they 
meet the definition of an exempt retail establishment; which are recognized as 
retail establishments in the industry and more than 85 percent of their annual 
dollar volume of sales of goods so made or processed are made within the State. 
(See. 138 (a) (2) (4).) 

(6) The exemption for laundries and cleaning plants was liberalized by a 
precise definition so that such plants were no longer covered if more than 50 
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percent of their annual dollar volume sales are made within the State and 75 
percent of their sales are to customers not engaged in mining, manufacturing, 
transportation, or communication. (Sec. 13 (a) (3).) This exemption is esti- 
mated to cover some 132,000 workers. 

(c) In the case of employees engaged in fishing or in processing fishery prod- 
ucts, the exemptions were continued for all except canning employees who are 
now covered by the minimum wage but the overtime exemption is continued. 
(Sec. 13 (a) (5).) This exemption applies to 61,000 employees. 

(d) The exemption for agricultural employees was continued and broadened 
to include employees of certain irrigation projects operated on a nonprofit or 
sharecrop basis. (Sec. 13 (a) (6).) The total number exempted under this 
section is 3,032,000 workers. 

(e) The previous exemption of employees of weekly or semiweekly news- 
papers with circulation of less than 3,000, primarily in the county where printed 
and published, was broadened to include daily newspapers and the circulation 
test was raised to one of less than 4,000 and applied to both the county where 
printed and published and contiguous counties. (Sec. 13 (a) (8).) This ex- 
emption is estimated to apply to 32,000 persons. 

(f) The exemption to switchboard employees of public telephone exchanges 
was broadened by increasing the test from 500 stations to 750 stations. (Sec. 
13 (a) (11).) This exemption affects some 43,000 persons. 

(7) Employees of an employer operating a taxicab business were exempted. 
(Sec. 18 (a) (12).) 

(h) A new exemption was granted to employees or proprietors of certain 
retail or service establishments which operate as telegraph agencies. (Sec. 
13 (a) (18).) 

(i) Completely new exemptions were granted to employees in logging or 
forestry operations if the employer has 12 or fewer employees engaged in such 
occupations. (Sec. 13 (a) (15).) 

(j) Employees of air carriers were no longer to be exempt from the minimum 
wage but continued to be exempt from the overtime provisions. (Sec. 13 (b) (3).) 

C. Exemption from overtime provision extended.—One new exemption from 
overtime provisions was added: outside buyers of poultry, eggs, cream, or milk 
in their raw or natural state. (Sec. 13 (b) (5).) 

The exemption to fish or seafood canning and to employees of air carriers 
was continued. 

D. Effects of the narrowed coverage and increases in exemptions.—The 
result of these restrictions on coverage and increase in exemptions was to 
remove the protection of the law from millions of workers. Not covered be- 
cause their employments were considered intrastate activities were 13.6 million 
persons, of whom the largest numbers were in the retail industries, with 5.6 
million, 3.0 million in miscellaneous industries, 2.0 million in domestic service, 
and 1.9 million in construction. (Table I.) Of the 30.3 million who were 
covered, 6.4 million were specifically exempt from the minimum-wage and 
cvertime provisions. The largest groups of employees exempt were in the agri- 
cultural, forestry, and fisheries industries, with 3.0 million; retail trade, with 
1.1 million employees; manufacturing, with 597,000; and wholesale trade, 
with 584,000. The total exclusions in the manufacturing industries was 683,000, 
including 86,000 who were not covered because they were in intrastate activi- 
ties; consequently, slightly more than 95 percent of the manufacturing em- 
ployees were subject to the minimum wage provisions. The major exclusions 
in manufacturing were in the food and lumber industries. 

Section 13 (a) (6), covering the agricultural group was the most serious 
exemption, accounting for nearly half of those exempt from the minimum-wage 
provisions, The other large grouping was the retail trade exemption provided 
in sections 13 (a) (2) and (4) for 1,360,000 employees. The exemption for 
employees processing agricultural products in the area of production left some 
233,000 outside of the protection of the minimum-wage provision. 


II. Lehman bill will extend coverage and eliminate unjustified exemptions 


The Lehman bill will both extend coverage and eliminate unjustified exemp- 
tions. Some 4 million workers will be affected by extension of coverage and 
2% million will be protected as a result of the elimination of specific exemp- 
tions. 

A. Fatend coverage.—The coverage of the act is extended by three provisions 
in the bill. The first provides for the coverage to extend not only to employees 
cf employers “engaged in commerce or in the production of goods for com- 
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merce,” but also to those “engaged in any activity affecting commerce.” The 
second provides for the inclusion of all those “employed in or about or in con- 
nection with any (such) enterprise.” The third modifies the definition of 
production in section 3 (j) by including employees who are “in any process 
or occupation necessary to the production” of the goods in place of being “in 
_ closely related process or occupation directly essential to the production 
thereof.” 

In the course of the hearings in 1949, the Solicitor of the U. 8S. Department of 
Labor provided an official interpretation as to the meaning and effect of the 
above. He indicated that with the enactment of the definition of ‘activity 
affecting commerce,” all employees “within the reach of the commerce power of 
Congress” would be covered except for those specifically exempt “because of the 
local nature of their activities or special circumstances.’ The primary achieve- 
ment would be to make the coverage coextensive with that of National Labor 
Relations Act. The proposal would extend coverage to “the full extent of the 
commerce power as construed in a long line of court decisions.” In terms of the 
act as proposed, the Solicitor declared that “the act would apply generally to 
all employees not specifically exempt in the following types of situations: 

“1. Business purchasing supplies, materials, equipment, or goods from other 
States. 

“2. Businesses selling goods outside the States in which they are located. 

“3. Businesses producing goods for shipment outside the States in which they 
are located. 

“4. Businesses providing interstate transportation or communication services 
or facilities. 

“5. Businesses providing goods or services within a State to another firm 
which is covered under 1, 2, 3, or 4 above. 

“6. Businesses engaged in activities competitive with activities of other firms 
in interstate commerce.” 

He also set forth a list of categories of employees who would be covered among 
those who were then not covered by the act. 

“(a) Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State, goods which were received from another State but 
which came to rest at their employer’s warehouse. 

“(b) Employees engaged in the original construction of new airports, fac- 
tories, warehouses, office buildings, loft buildings, and other buildings or struc- 
tures which will be used in commerce or production of goods for commerce 
although they will not become an integral part of existing facilities. 

“(c) Employees engaged in the construction of apartment houses, stores, and 
residences if a substantial portion of materials used comes from other States. 

“(d) Building maintenance employees engaged in servicing office buildings im 
which miscellaneous activities in interstate commerce (as distinguished from 
production) are carried on. 

“(e) Workers providing food, lodging, and similar facilities for employees 
engaged in interstate commerce, such as cooks on cook cars for maintenance-of- 
way employees in railroads. 

“(f) Employees of large retail or service enterprises such as chain stores and! 
large department stores. 

“In addition, the small percentage of employees in manufacturing, mining, 
finance, and insurance who are not now covered would be entitled to the benefits 
of the act under the proposed amendment unless specifically exempted.” 

The act would not reach “self-employed, domestic help in private homes, 
Federal, State, and local government employees, and the great bulk of employees 
employed in the typical local retail stores or service establishments, such as the 
grocery. drug store, tavern, hardware store, barber shop, beauty parlor, shoe 
repair shop, restaurant, ete.” (Sist Cong., Ist sess., hearings on H. R. 2033, v. 
1, pp. 121-124). 

2. The second provision would extend coverage to all employees employed “in 
or connected with an enterprise where the employer is engaged in any activity 
affecting commerce.” The result would be that all employees in an enterprise 
affecting commerce would be treated aiike without discrimination rather than 
having the current situation where one individual in an enterprise is covered 
because they are engaged in commerce or in producing goods for commerce and 
another is not so covered. 

8. The substitution of the phrase “necessary to the production thereof’ in 
place of “in any closely related process or occupation directly essential to the 
production thereof,” is necessary to effect a broadening of the definition. The 
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courts had developed clear indications of its meaning and this language in the 
original law should be restored. Moreover, neither the courts nor the Admin- 
istrator had exhibited any marked departure from the traditional application 
of this section but the return to the original language would provide a whole 
series of interpretations which would chkarly denote its meaning. 

istimates of the effect of these changes were provided for the old act wherein 
it was estimated that “it would bring about 5 million additional employees within 
the coverage of the act and would increase the number of covered employees not 
exempt under section 13 (a) by about 4 million.” (80th Cong., 2d sess., hearings 
on §. 49, ete. v. 1, p. 105). 

B. Remove many exemptions from wage and hour provisions.—S. 662 elim- 
inates many of the exemptions from the act provided in section 13 (a): 

1. Complete removal of exemptions: 

The following series of exemptions from both the wage and hour provisions 
would be completely deleted : 

(a) The processing of goods in retail establishments (sec. 13 (a) (4)). 

(b) Newspapers of less than 4,000 circulation (sec. 18 (a) (8)). 

(c) Street, suburban or interurban electric railroad or local trolley or motor- 
bus carriers (sec. 13 (a) (9)). 

(d) The processing and handling of agricultural products within area of 
production (sec. 13 (a) (10)). 

(e€) Switchboard operators of exchanges with not more than 750 stations (sec. 
13 (a) (11)). 

(f) Taxicab operators (sec. 13 (a) (12)). 

(9g) Telegraph offices in retail establishments (sec. 13 (a) (13)). 

(h) Seamen on American vessels (sec. 13 (a) (14)). 

(i) Logging and forestry operations with 12 or less employees (sec. 13 (a) 
(15)). 

The above will probably bring about 600,000 employees back under the act. 

2. The remaining exemptions under section 13 (a) are modified as follows: 

(a) The executive, administrative and professional exemption is to be limited 
to employees earning $6,000 or more per year. 

(b) The exemption to retailing and service establishments is to be limited 
to employers having four or less establishments with a total annual volume of 
sales or services of not more than $500,000. 

(c) The exemption for laundering, cleaning or repairing establishments is 
simflarly to be limited to those having four or less establishments with a total 
annual volume of sales or servicing of not more than $500,000. 

(d) The fishing exemption is to be limited to “catching, taking, harvesting, 
cultivating, or farming,” and the operations of packing, marketing, storing, 
freezing, or distributing fish and related products are no longer to be exempt. 

(e) The exemption for seamen is to be restricted to those not on American 
vessels, 

(f) The agricultural exemption is to be limited by excluding employees on 
industrial farms, which are defined as those which use 300 or more man-days 
of hired farm labor during each of the preceding four quarters, other than labor 
performed by members of the family of a farmer-operated enterprise. 

3. The overtime exemptions are similarly revised (sec. 13 (b)): The overtime 
exemptions have been eliminated for employees of motor carriers, employees of 
pipelines, employees canning fish and outside buyers of poultry, eggs, milk, and 
cream. The overtime exemption is continued for carriers and other specified 
employers subject to part I of the Interstate Commerce Act and to employees 
of air carriers and to seamen on American vessels. 

4. The complete exemption tu newspaper boys is deleted. At present news- 
paper boys are exempt from the wage, hour, and child labor provisions. 
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TaBLeE I.—EHstimated distribution of wage and salary workers in continental 
United States, according to coverage and exemptions under the Fair Labor 
Standards Act, as amended—employment as of September 1953 * 


A. SUMMARY 
(000 omitted] 
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Industry classification <r Subject 

state el minimum 0 

wage and 

tivities) overtime 
provision 








Total, all industries 4 13, 609 6, 369 





Manufacturing, total » , 1S 597 





Food and tobacco products 

Textile, —— and leather products 

Lumber, furniture, and wood products 

Paper, printing, publishing, and allied industries -- 
Chemicals, rubber, and related products 

Stone, clay, and glass products 

Metal and related products 

Miscellaneous manufacturing industries 

















Mining 

Construction 

Wholesale trade 

Retail trade 

Finance, insurance, and real estate 
Transportation, communications, and utilities 
Miscellaneous industries, n. e. ¢_.....----------------- | 
Agriculture, forestry, and fisheries 

Domestic service 




















“4 Proprietors, s self-employ: ed persons, and unpaid family labor totaling ‘approximately 12 million persons, 
6 million Government employees, and 4 million executive, ee and professional employees are 
excluded. Personnel of the Armed Forces are also excluded. 


B. EMPLOYEES EXEMPT FROM MINIMUM WAGE PROVISIONS 
[000 omitted] 





Exempt from minimum wage provisions under sec. 13 (a) 





Industry classification (2), (4), | fads a 
and (3) | | ©) | | (8) | hw (10) | (11) (12) | (14)! (15) 





Total, all industries 117 | 110 





bal tind 
ative aeaene 





Manufacturing, totel.............| 507 | 388 | 


Food and tobacco products -- | 123 
Textile, apparel, and leather 

prod 35 | 
Lumber, furniture, and wood 





Paper, printing, publishing, 
and allied industries. ------- 

Chemicals, rubber, and re- 
lated products 

Stone, clay, and galss prod- 
ucts 

Metal and related products - - - 

Miscellaneous manufacturing 
industries 





Construction_- 

Wholesale trade___......--.---- Ss 
Retail trade 

Finance, insurance, and real es- 


and utilities 
Miscellaneous industries, n. e. c_-- 452 17 
Agriculture, forestry, and fish- 








| 
Transportation, communications, sat 
me 


2,951 |.....- et eg 35 '2, 914 
TORIES CRETE inn cwemennccnshsesnsvne Rl EIReOh: Rare Ree EES 


BRS, ON: a ke 
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Fact SHEET No. 11 


. 


75-CENT MINIMUM HAD NO ADVERSE NONWAGE EFFECTS IN INDUSTRIES WHICH WERE 
PRIMARILY AFFECTED 


After a careful study of the nonwage effects of the 75-cent minimum, the U. 8. 
Department of Labor concluded that “despite causing significant wage increases, 
the 75-cent rate appeared to have only minor effects of such variables as employ- 
ment (plant shutdowns, prices, technological change, hiring policies, and over- 
time work.” 

In summarizing the effects on 5 low-wage industries, the study concludes that 
in 3 of them, men’s dress shirts and nightwear, men’s seamless hosiery, and 
wood furniture (except upholstered), no employment declines due to higher 
minimum were apparent. It notes that “in southern sawmills over the short- 
run, employment fell 2 percent ; some mills indicated the higher minimum forced 
layoffs of less able, usually older workers. But there was little correlation on a 
regional basis in the industry between size of wage-bill advance and of employ- 
ment decline so that other factors, such as seasonal slack and poor logging 
weather, probably were responsible for the slight employment drop. In ferti- 
lizer too, because of the same low degree of correlation on a regional basis 
between size of wage-bill advance and of employment decrease, it is likely that 
factors other than the 75-cent rate contributed to the 4-percent short-run drop 
in employment there” (p. 13). 

Where a few southern sawmills went out of business, they did not hold the 
75-cent minimum solely responsible. Moreover, many more new plants were 
organized during this period than went out of business. There was an actual 
net gain. The plants that went out of business in men’s dress shirts and night 
wear were located in the high-wage areas and had felt no impact from the mini- 
mum wage. The other three industries showed no losses in plants. 

Only in 1 of the 5 industries was hiring policy affected. Ten percent of the 
employers in the men’s dress shirts and nightwear industry have placed a 
greater accent on hiring “only younger or more experienced workers.” The United 
States Department of Labor observes that the field agents report “many factors 
were involved in these changes, the higher minimum playing only a minor role.” 

There was no instance where the rate of technological innovation was changed 
because of the higher minimum though all of the plants reported continuing 
installations of laborsaving machinery. 

Only the southern sawmill industry reported a reduction in overtime work for 
less skilled workers while continuing it for the more skilled higher paid ones. 

There was no general rise in wholesale prices following the application of 
the 75-cent minimum. Where they occurred in the sawmill and wood furniture 
industries, they were “small and not definitely attributable to the higher 
minimum,” 

Investigations of complaints and reports of plant shutdowns, curtailments 
and other adjustment problems, alledgedly due to the higher minimum, showed 
that even respecting these firms the “adverse consequences of the 75-cent re- 
quirements were on the whole not very substantial. * * * Factors other than the 
75-cent rate were partly responsible.” In all, only 38,000 employees were in- 
volved, of whom only between 2,000 and 3,000 became unemployed. 


Southern sawmilling industry 


The dire predictions of disaster voiced in the 1948 and 1949 hearings were not 
realized after the adoption of the 75-cent minimum. The number of sawmills 
with eight or more employees increased from the last quarter of 1949 to March 
1950 by 58, to bring the total to 5,350. 

The 1 or 2 percent of the mills which went out of business had the same average 
hourly earnings as the remainder of the southern sawmill industry and “none of 
the operators of the closed mills held the 75-cent minimum solely responsible.” 

That the minimum wage had little or no effect on employment is indicated 
by the fact that employment in the Southwestern States declined 5 percent though 
in this area wages were higher than in the Southeastern States, where a decrease 
of only 1 percent occurred. 

Many plants had been introducing mechanical stackers and no evidence was 
available of any acceleration in this trend. 

Many more mills shifted to a scheduled 40-hour week, increasing the propor- 
tion from 72 percent in October-December 1949 to 80 percent in March 1950. 
“Some firms reported that the narrowing of wage differentials caused by the 
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new minimum was partly offset by reducing overtime work for less skilled 
workers while continuing it for the more skilled, better paid ones.” 

Prices for southern pine, the chief product of the southern sawmills, rose only 
slightly between January and April 1950. 


Fertilizer industry 


There was evidently no decline in the number of fertilizer plants with eight 
or more employees. 4 

Companies in this industry have been installing laborsaving machinery in- 
cluding belt conveyor, improved sewing machinery, and other improvements for 
greater plant efficiency. The industry had effected a reduction from 1946 through 
1949 of 14 percent in man-hour requirements per ton of fertilizer. The installa- 
peye have been continuous and ‘on the whole independent of the minimum wage 
ncrease.” 

The scheduled hours of work in covered fertilizer manufacture were apparently 
not affected much, if at all, by the 75-cent wage. 

The higher minimum had no discernible effect on product prices. 


Men’s dress shirts and nightwear industry 


The Department of Labor reports a decline of 10 establishments, from August 
1949 to March 1950, or 2 percent, distributed as follows: The Middle Atlantic 
States, 5; Pacific, 3; and Southeast, 2. Interestingly enough, the Southeast re- 
gained the two by November 1950, while the Middle Atlantic lost an additional 
plant. It is apparent that the minimum wage had nothing to do with this 
turnover. 

About one-seventh of the surveyed plants reported the purchase of laborsaving 
capital equipment between October 1949 and November 1950, but the sums 
were small with only 7 exceeding $10,000 and 7 below $2,000. The changes in 
production methods were not substantial where they occurred. 

Only 10 percent of the plants altered their hiring policies. Of these 20 plants, 
14 reported efforts to hire younger workers, 4 to hire more experienced workers, 
and 2 to hire older workers. The investigators observe that “these changes 
were probably not entirely the result of the new minimum.” ‘These purported 
-changes “had no quantitative consequences on the overall proportion of plant 
workers 50 years of age or older in the industry.” 

Neither the scheduled nor average weekly hours changed as a result of the 
minimum. 

There were little or no price changes between July 1949 and June 1950. 


Men’s seamless hosiery 


The effects on employment of the 75-cent minimum were negligible. For 
1950 as a whole average production worker employment was slightly higher 
than in 1949. 

Capital expenditures occurred primarily in the Winston-Salem-High Point 
area, which was less affected than the two other studied areas by 75-cent 
minimum. 

Only 1 of the 48 plants reported a change in hiring policy. The change is 
not described but it did not involve the hiring of younger workers. 

There was no shortening of the scheduled weekly hours because of the 
amended minimum. 

The higher minimum had no visible effects upon prices for both rayon and 
cotton half hose remained constant during the last half of 1949 and the first 
half of 1950. 


Wood furniture (except upholstered) industry 


The higher minimum led to no curtailment in the industry’s employment. 

Some improvements in capital expenditures were reported by 7 of the 36 
plants studied. Four of these were in the Winston-Salem-High Point area. 
The expenditures ranged from $1,550 to $35,000. 

Only 1 of the 36 reported a change in hiring-policy because of the higher min- 
imum. This change involved the hiring of younger workers. The proportion 
of plant workers 50 years of age or older was the same in October 1950 as in 
March of that year in Martinsville and Morganton-Lenoir, but in Winston-Salem- 
High Point it was smaller by 1 percent of the total workers. 

The weekly hours were not changed. 

Wholesale prices for wood household furniture rose slightly but it is unlikely 
that this was the result of the minimum since the upholstered division also 
‘showed a similar rise at a time when it was not affected by the new minimum. 
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‘Study of plants reporting adjustment problem 


The Wage and Hour and Public Contracts Division investigated each instance 
of reported hardship. These involved the oyster canning industry of the gulf 
area, hand cigar manufacture, Louisiana raw sugar producers and 41 other 
plants, of which one-third were in apparel and over one-fifth in some kind of 
food or tobacco processing. Nearly half of the 41 were in the South, as was 
much of the hand-cigar, oyster-canning, and raw-sugar industries. 

These plants represent extreme cases and employed a maximum of about 
38,000 workers in 1950, with 15,000 workers in gulf oyster canning, 10,000 each 
in Louisiana raw-sugar production and in hand manufacture of cigars, and 3,000 
in the 41 individually surveyed plants. These were a minuscule part of the 
covered industries. 

The Department of Labor concludes that “even within so selected a group, 
however, the adverse impact of the 75-cent requirement was on the whole not 
very substantial.” 

The most serious impact was felt in the oyster canning industry which had 
been previously overexpanded and suffering from declining sales and prices. 

The man-made cigar industry had been challenged by mechanized production. 
‘The new minimum hastened this process. Many of the affected older and 
handicapped workers received certificates which permitted payment of sub- 
ininimum wage rates. 

The raw sugar mills of Louisiana overcame the problems by accelerating 
‘mechanization and changes in methods through the shipment in loose bulk and 
vreater use of tractors. The price rise after the Korean outbreak solved the 
adjustment problems in this industry. 

Two of the 41 plants individually surveyed were closed. Both ascribed the 
closing to competitive conditions, one to the loss of its market to brand-named 
shirts and the other to depressed market conditions. 

The six plants which curtailed operations were marginal and were faced with 
other difficulties. A manufacturer of infants’ wear had been losing out to 
Philippine competition. The 75-cent minimum forced him to shift to larger-size 
infants’ wear where he faced no such competition. Two postage-stamp dealers 
‘curtailed employment because of increased efficiency and dwindling sales. One 
children’s clothing manufacturer curtailed because of having speeded up pro- 
duction prior to the 75-cent minimum. Two other establishments eliminated 
out-of-State sales to secure exemption from the act. 

Three other establishments adjusted by eliminating a few positions or some 
slower workers. In one case laborsaving machinery allowed such displacement. 

Three other manufacturers made shifts in production, one through moderniza- 
‘ion of production line, another through more economic design and a third 
shifted to larger sized handkerchiefs. 

Very few establishments claimed effects on hiring policies (5); hours of 
work (4); and prices (4); and these were minor or not truly attributable to 
the minimum wage. 

In all, the effects were minor. 


Fact SHEeEt No. 12 


ADOPTION OF $1.25 MINIMUM WAGE WOULD HAVE ONLY A LIMITED EFFECT ON COVERED 
WORKERS AND WOULD INCREASE TOTAL PAYROLLS BY 2.6 PERCENT 


Adoption of a higher minimum wage would have the following effects on wage 
rates and payroll costs in covered employment, based on April 1954 data: 

Minimum, $0.90: 1,122,000 of the 22,195,000 employees would receive increases 
averaging 9 cents per hour to bring them to the new minimum; these workers 
comprise 5.1 percent of all covered employees. The total annual cost of these 
increases would be $200 million, 0.3 percent of payrolis in covered employment. 

Minimum, $1: 1,825,000 employees would receive increases averaging 13% 
‘cents per hour; they comprise 8.3 percent of covered workers. The increase in 
payroll costs would be $500 million, or 0.6 percent of covered payrolls. 

Minimum, $1.10: 2,846,000 employees would receive increases averaging 17 
cents; they represent 12.9 percent of covered workers. The increase in payrolls 
would amount to $960 million, or 1.2 percent. 

Minimum, $1.25: 4,436,000 workers would receive increases averaging 23 cents; 
they comprise 20 percent of covered workers. The increase in total payrolls 
would be $2 billion, or 2.6 percent. 
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The above estimates are based on data compiled by the United States Depart- 
ment of Labor. They tend to overstate the impact of higher minimum wages 
for the following reasons: 

(1) The Bureau of Labor Statistics study which formed the basis for the esti- 
mates concerning manufacturing industries (Wage Distribution for Factory 
Workers, April 1954) was compiled from a special mail survey of some 4,000 
manufacturing establishments. The results reveal discrepancies with the other 
BLS data which indicate that the average hourly earnings for production workers 
in all manufacturing industries and in durable and nondurable goods industries, 
for the United States as a whole and for each region, are higher than those 
reported in the special survey. The differences are summarized in table I below 
and the detailed data are presented in appendix table 1. 

The table shows that the average hourly earnings in the regular monthly re- 
port of the Bureau of Labor Statistics (which are based on a sample of 44,100 
establishments as compared to only 4,000 in the special study) are appreciably 
higher than those reported in the special study. Approximately $0.02 of the 
$0.07 difference in the United States averages may be accounted for by the 
fact that the special study excludes premium pay for work on weekends, holidays 
and late shifts whereas the regular report does not. The exclusion of shift 
premiums (which accounts for much of the $0.02 disparity) tends to overstate 
the size of the wage increase which will be required to effectuate a higher mini- 
mum wage. Shift premiums are included in the “regular rate” under the wage 
and hour law. Consequently, employees who earn less than the new minimum 
wage, exclusive of shift premiums, will not receive a wage increase if their shift 
premium brings their total earnings up to the minimum. 

No correction has been made in the estimates of the effects of higher minimum 
rates to allow for the overstatement implicit in the exclusion from the BLS 
data of shift premiums nor for the additional disparity of $0.05 per hour be- 
tween the level of earnings reported in the special BLS study and the regular 
monthly BLS report. Further study is being conducted to determine what pro- 
cedure can be used to make corrections for such discrepancies. 


TABLE I.—Average hourly earnings for production workers as reported in special 
BLS study and by regular BLS monthly report for all manufacturing indus- 
tries—durable and nondurable goods industries, by region, April 1954 





Regular 
monthly |} Difference 
report ? 


Zn 
< 
i") 

“< 
we 


Industry and region ! 





United States: 
All manufacturing 
Durable goods 
Nondurable goods 
Northeast: All manufacturing 
New England; All manufacturing 
Middle Atlantic: All manufacturing 


n 


PSRASISATAS 





Nondurable goods 
South: All manufacturing 
Middle West: All manufacturing 
Far West: All manufacturing 





SESSSSAILR: 








1 See appendix table 1 for list of States included in each region. 
2 Study entitled ““Wage Distribution for Factory Workers, April 1954.’’ Excludes premium pay for over- 
time and for work on weekends, holidays, and late shifts. 


? Report entitled “Employment and Earnings.” Gross average hourly earnings have been adjusted to 
eliminate overtime premium. See appendix table 1 for explanation of method of compiling regional averages 


(2) In addition to the special mail survey referred to under (1) above, BLS 
made use of its industry wage studies in preparing the estimated wage distribu- 
tions for manufacturing industries. Comparison of the average hour’y earnings 
contained in the BLS industry studies during the past four years with the aver- 
ages reported by BLS for the same industries in its regular monthly report 
reveals that the industry studies consistently yield lower averages than the regu- 
lar monthly report. (See appendix table 3.) In all but 3 of the 27 industry 
studies, the average straight-time hourly earnings contained in the industry 
studies were lower than the corresponding average in the monthly report (aver- 
age hourly earnings with overtime premium excluded). In 15 of the 24 industries 
in which the average stated in the special study was lower, the difference was 
between 5 and 7 cents per hour ; the disparity exceeded 10 cents in three industries. 
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While an average difference of approximately $0.02 may be expected as a result 
of the fact that shift premium are excluded from the industry studies, there is 
still a substantial unaccounted discrepancy in most industries. Moreover, the 
exclusion of shift premiums from the data tends to overstate the amount of the 
wage increase which will be required to effectuate a higher minimum wage. 
(See p. 1 above for further discussion of this point.) No correction has been 
made of the estimates of the effects of higher minimum rates to allow for the 
overstatement involved in using these BLS data. 

(3) The BLS study of the wage distribution of factory workers includes cases 
of noncompliance with the Fair Labor Standards Act, uncovered workers, ap- 
prentices, learners and handicapped workers, none of whom would be directly 
affected by an increase in the minimum wage. These are the very categories 
which add considerably to the proportion of workers shown in the low-wage 
brackets. On the basis of the industry wage studies conducted immediately 
after January 1950, it is apparent that for industries which are largely covered 
by the Fair Labor Standards Act, the 2 percent of the workers at the bottom of 
the wage structure are not covered; for industries in which substantial exemp- 
tions are provided in the act, the proportion of uncovered workers who are at the 
hottom of the wage scale is approximately 4 percent. (See appendix table 2.) 
The manufacturing industries with substantial exemptions, whether because of 
intrastate activities or under section 18 (a) of the act, are as follows: Food and 
kindred products, tobacco manufactures, lumber and wood products. 

These industries are among those which would be most affected by an increase 
in the minimum wage. If the proportions of workers earning below the various 
levels proposed as the new minimum wage were adjusted to remove the over- 
statement implicit in the BLS data due merely to inclusion of noncovered em- 
ployees, the adoption of the specified minimum rates would have the following 
effects : 

Minimum, $0.90: The number of covered employees who would receive in- 
creases to bring them to the new minimum would be 1,029,000 instead of 
1,122.000; these workers comprise 4.6 percent of all covered employees, rather 
than 5.1 percent (as computed before adjustment of the BLS data for inclusion 
of noncovered employees). The total annual cost of these increases would be 
$180 million, or 0.2 percent of covered payrolls. 

Minimum, $1: 1,612,000 employees would receive increases (instead of 
1,825,000) ; they comprise 7.3 percent of the total (not 8.3 percent). The in- 
creases in payroll costs would be $430 million, or 0.6 percent. 

Minimum, $1.10: 2,567,000 employees would receive increases (instead of 
2,846,000) ; they comprise 11.6 percent of the total (not 12.9 percent). The in- 
crease in payroll costs would be $870 million, or 1.1 percent. 

Minimum, $1.25: 4,099,000 employees would receive increases (instead of 
4.436.000) ; they comprise 18.5 percent of the total (not 20 percent). The in- 
crease in payroll costs would be $1,890,000 or 2.4 percent. 

(4) The estimate of the Department of Labor that 1.3 million workers would 
receive wage increases as a direct result of a 90-cent minimum wage is an 
overstatement since it is based on the application of the wage distribution re- 
ported in April 1954 to the covered employment estimated as of September 
1953. Inasmuch as total nonagricultural employment declined from 50.2 million 
in September 1953 to 48.1 million in April 1954 it is improper to use the Sep- 
tember 1953 covered employment figure as a basis for estimating the effect of 
a minimum wage increase as of April 1954. 

The estimates contained in these fact sheets have been derived from the BLS 
estimates of the wage distribution of factory workers for April 1954 as well 
as various BLS industry and community wage studies for nonmanufacturing 
industries. The wage distributions have been applied to estimates of covered 
employees as of April 1954 in order to eliminate the error described under (4) 
above. (See appendix table 4.) 


1. Only a small proportion of covered workers would be affected by $0.90 minimum 

Adoption of a minimum wage of $0.90 would have negligible effects upon the 
workers in most industries (table II). In half of the 24 industry groups for 
which information is available, the proportion of covered workers receiving less 
than $0.90 per hour in April 1954 was less than 5 percent; these industries 
accounted for 58 percent of the total number of workers covered by the wage 
provisions of the Fair Labor Standards Act. Of these 12 industries, 10, employ- 
ing 49 percent of covered workers, had 2 or less percent of their employees receiv- 
ing under 90 cents. In 6 industries, the proportion of workers receiving under 
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$0.90 was between 5 and 10 percent; the 18 industries with less than 10 percent 
of their employees earning under $0.90 comprised 86 percent of total covered 
employment. In only 6 industry groups, were as much as 10 percent of the cov- 
ered employees receiving less than $0.90. These industries (food and kindred 
products, 11.3 percent; tobacco manufactures, 12.9 percent; leather and leather 
products, 15.9 percent; apparel, 20.9 percent; lumber and wood products (ex- 
cept furniture), with 32.6 percent under $0.90 ; agriculture, forestry and fisheries, 
55 percent) accounted for 54.7 percent of the total number of covered workers. 
receiving less than $0.90. The covered employment in these six industries com- 
prised only 14 percent of total covered employment. Because of the BLS meth- 
ods used to collect data, it is very probable that these figures overstate the effect 
of a 90-cent minimum. 

All of the major industries except food and apparel had only a small proportion 
of their covered workers earning under $0.90. In manufacturing, primary and 
fabricated metal products, with 2 million covered workers, had 0.6 percent earn- 
ing under $0.90; machinery (except electrical), 1.4 million covered workers, 0.3 
percent under $0.90; transportation equipment, 1.6 million covered workers, 
less than 0.05 percent under $0.90; textile mill products, 1 million covered work- 
ers, 6.5 percent under $0.90; paper, printing and publishing, 1.1 million covered 
workers, 3.4 percent under $0.90; chemicals and products of petroleum and coal, 
with 75,000 covered workers, 3.1 percent under $0.90. In nonmanufacturing, only 
the agriculture, forestry and fisheries industry with 14,000 covered workers, had 
as much as 10 percent of its employees earning under $0.90. 
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2. $1 minimum would affect workers in only a few more industries than $0.90 
minimum 


The pattern of industrial impact of a $1 minimum would be similar to that 
of the $0.90 minimum. In 9 of the 24 industries, employing 9.9 million covered 
workers, or 44 percent of the total, the proportion of workers receiving under $1 
in April 1954, was less than 5 percent. In 3 industries, with 3 million covered 
workers, employees earning under $1 represented between 5 and 10 percent of 
the total. Together with the 9 industries in the less-than-5 percent under $1 
class, these industries comprised 58 percent of total covered employment. 

Only five industries, with a total of 2.1 million covered workers, had 20 percent 
or more of their employees earning under $1. ‘These industries (lumber and 
wood products (except furniture), 39.2 percent; tobacco manufactures, 21.5 
percent; apparel, 31 percent; leather and leather products, 26.1 percent; and 
agriculture, forestry and fisheries, 85 percent) comprised only 9 percent of total 
covered employment. However, they accounted for 37.4 percent of the total 
number of covered workers receiving less than $1. The addition of the 183,000 
food and kindred product workers in this class brings the total under $1 for 
these 6 industries to 47.4 percent of all covered workers under $1. 

Virtually every major industry had less than 10 percent of its employees 
earning under $1, including primary and fabricated metal products, 1.4 percent ; 
machinery (except electrical), 0.7 percent; transportation equipment, less than 
0.05 percent; paper, printing and publishing, 6.1 percent ; chemicals and products 
of petroleum and coal, 5.1 percent; mining, 0.2 percent; contract, construction, 
less than 0.05 percent ; transportation, 0.4 percent ; communications, 3.2 percent; 
gas and electric utilities, 1.7 percent; and finance, insurance and real estate, 7 
percent. 


8. $1.10 minimum would not affect appreciable proportion of workers in half of 
American industries 

In 11 of the 24 industries for which information is available, the adoption of 
a minimum wage of $1.10 would affect less than 15 percent of the covered work- 
ers ; these industries employ 53 percent of all covered workers. 

While workers in manufacturing industries receiving less than $1.10 totaled 
15.1 percent of covered employment in these industries in April 1954, only 8.7 
percent of the covered workers in nonmanufacturing industries earned under 
$1.10. Within the manufacturing division, the major durable goods industries 
had less than 5 percent of their workers earning under $1.10, e. g., primary and 
fabricated metal products, 2.8 percent; machinery (except electrical), 1.8 per- 
cent: and transportation equipment, 0.1 percent. The total number of covered 
durable goods workers earning less than $1.10 (736,000) represented only 8.8 
percent of the total covered workers in these industries. 

In several nonmanufacturing industries, the proportion of covered workers 
who earned less than $1.10 was negligible, e. g., mining, 0.3 percent; contract 
construction, 0.5 percent; transportation, 1 percent; gas and electric utilities, 4.1 
percent. 

More than half of the 2,846,000 covered workers who would be directly affected 
by the adoption of $1.10 minimum were employed in only five industries: Lum- 
ber and wood products (except furniture), 271,000; (9.5 percent of the total 
under $1.10); food and kindred products, 262,000 (9.2 percent); textile mill 
products, 310,000 (10.9 percent) ; apparel, 465,000 (16.3 percent) ; and leather 
and leather products, 125,000 (4.4 percent). 


4. $1.25 minimum would affect less than 20 percent of workers in industries 
employing half of covered workers 


The proportion of workers who were earning under $1.25 was less than 
20 percent in 10 of the 24 industries for which data are available; these indus- 
tries employed 51 percent of all covered workers. In five of these industries, 
the proportion earning under $1.25 was less than 5 percent: Machinery (ex- 
cept electrical), 4.2 percent; transportation equipment, 0.6 percent; mining, 
0.6 percent; contract construction, 1 percent; and transportation, 1.7 percent. 
For nonmanufacturing as a whole, only 15.9 percent of the covered employees 
earned less than $1.25 and, for durable goods manufacturing, the proportion 
was only 13.3 percent. 
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5. Increase in minimum wage would have negligible effect on payroll costs 


Adoption of a 90-cent minimum would result in an increase of 0.3 percent in 
total covered payrolls (table III). Assuming 2,000 workhours per year this 
means an increase of $200 million in annual payrolls. The only manufacturing 
industries which would increase its payroll cost by as much as 1 percent are 
lumber and wood products, 1.8 percent; apparel, 1.4 percent, and leather and 
leather products, 1 percent. In nonmanufacturing industries, only the agri- 
culture, forestry, and fisheries group, with 14,000 covered workers employed, 
would have an increase of 1 percent or more (6 percent). 

The cost of bringing covered workers up to a minimum of $1 would be $500 
million, only 0.6 percent of covered payrolls. The percentage increases in in- 
dividual industries varies from less than 0.05 percent in several industries to 
14.3 percent in the agriculture, forestry and fisheries group. Except for the 
latter, no industry would require a payroll increase of as much as 5 percent. 
Only the following would have to increase its payroll by 2 percent or more: 
Lumber and wood products, 4.1 percent; tobacco manufactures, 2.2 percent; ap- 
parel, 3.4 percent; and leather and leather products, 2.6 percent. Covered em- 
ployment in these four industries comprises only 9 percent of total covered em- 
ployment. 

A minimum of $1.10 would require a payroll increase of 1.2 percent in all 
covered industries, amounting to $960 million a year. Only 3 industries would 
have to increase payroll cost by more than 5 percent: Agriculture, forestry and 
fisheries, 24.8 percent; lumber and wood products, 6.8 percent; and apparel, 
6.1 percent. These industries employ only 8 percent of covered workers. 

Adoption of $1.25-minimum wage would be achieved at a cost of 2.6 percent 
of covered payrolls, or an increase of $2 billion a year. In 11 of the 24 indus- 
tries for which information is available, the increase in payrolls would amount 
to less than 2.5 percent ; these industries employ 53 percent of all covered work- 
ers. Only 3 industries would require an increase of 10 percent or more to bring 
covered employees to a minimum of $1.25: Lumber and wood products, 11.5 per- 
cent; apparel, 11.7 percent and agriculture, forestry and fisheries, 41.7 percent. 


Altogether, these industries employ less than 8 percent of the covered employees 
in the country. 


63489—55——35 
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TaBLe III.—ES8&timated increase in annual payrolls required to bring covered 
employees to specified minimum rates, April 19547 


{Dollar figures in millions] 





90 ] 
B+. | $1 minimum | $1.10 minimum | $1.25 minimum 





Dollar | Percent) Dollar RO [Percent 
in- of pay in- f in- | of pay- 
crease | rolls | crease | rolls 








Total, private industries----__- \ $497 











Manufacturing 2 -3 | 399 


Durable goods 3 f 
Lumber and wood products i p 74 
Furniture and fixtures PA 12 
Primary and fabricated metal 

products 6 
Machinery (except electrical) _-- 2 
Transportation equipment (4) 
Instruments and related prod- 

ee CR PETES PSS Ht See? 
Miscellaneous manufacturing 
industries 

Nondurable 2 
Food and kindred products 
Tobacco manufactures_..........! 
Textile mill products---.-.....-..-| 
Apparel and other finished tex- 

tile products 
Paper, printing, 

and allied industries | 
—— products of petroleum 


coal 
a and leather products. - 





_ 











- + rs . 
on FF PNW 

— 

re NMS ES 


is & & fo88s wo 


om : 
_ Cal oe 1 ma De Oh on 





Nonmanufacturing ? 


i 
— 





Contract construction 
Transportation * 
Communications 

Gas and electric utilities 





ret tt 


te 
Poe, -. 











2 
4 
2 | 
: 
0 
| 


Finance, insurance and real estate... 





1 See supen ndix table 5 for methods used to compute per-man-hour dollar increases and percentages of pay- 
roll. Dollar increases per manhour have been converted to annual totals by multiplying by 2,000; percent- 
ages of payroll on an annual basis are assumed to equal the manhour percentages. 

2 Includes industries not shown separately. 

3 Less than 0.05 as. 

4 Less than $508,000 

5 Includes railroads, trucking and warehousing, and other transportation and services. 
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TaBLeE 2.—Percentages of plant workers earning under $0.75, before and after 


January 1950 





Industry and area and dates of survey 


| Percent of plant 

workers earning 
under $0.75 

| 

| 

| 





Before After 
| January | January 
1950 1950 





Sourotal. sawmills, October-December 1949 and March 1950: 
Total 
Sawmill workers in integrated sawmills...........----.---.------- 5 
Logging workers in integrated sawmills____._......____-- 
Southeast 
Southwest 
Border States 
Fe ea industry, March-April 1949 and enseabinnnes: 1950: 
Tota : 
Interstate business _.-__ 
Intrastate business - .-.- 
Southeast 
Southwest -_- 
Border States 
New England--- 
Middle West___. 
Middle Atlantic. 
Great Lakes. 
Pacific 
Men’s dress shirt and nightwe ar, ‘August 1949 and March 1950: 
Total 
Southwest 
Southeast 
Middle West . 
Border States___-_- 
Great Lakes 
Middle Atlantic 
New England -- 
Pacific 


Men’s seamless hosiery, Spent 1949 and March 1950: 
.C 


Hickory- Statesville, 
Reading, Pa . 
Winston-Salem-High Point, N.C. 
Wood furniture (excluding upholstered), reser 1949 and March 1950: 
W inston- og a Point, N. 
Martinsville, Va___.- 
Morganton-Lenoir, N.C 


me CO mm Or OF Go 


to to tS 





1 Less than 0.05 percent, 
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TABLE 3.—Comparison of industry average hourly earnings as reported in BLS 
industry studies and regular BLS monthly.reports for manufacturing indus- 
tries, 1951-54 





Industry | Regular monthly 
study reports 





Industry Straight 

tne et 

— hourly 
earnings ! carmmngs 





Food and kindred products: Distilled, 
rectified and blended liquors. 
Tobacco manufactures: 
Cigarettes____. > abnalnatiten 
Tobacco and snuff_- ‘ do. 
Testile mill products: Yarn milis___-| March 1952and April- 
l 


May 
Cotton, silk and synthetic broad wov- Marth 1952. 
en fabrics. 
Woolen and worsted broad woven 
fabrics 
Full-fashioned hosiery 
Seamless hosiery 
Miscellaneous textile industries: 
= Soca (except woven felt and | 











Lace goods 
Paddings and upholstery filling _- 
—_ waste and recovered | 
Artificial leather and oilcloth and | 
other coated fabrics. 

Cordage and twine 

Apparel = other finished textile 

produc 

Men’ hd pane boys’ shirts and night- | 


Furniture and fixtures: 
Household furniture 


Ww ood | Rewesheld furniture except | May 1954 
upho. 
= household furniture uphol- February 1954 


a and bed springs _______-. 
Paper and allied — Pulp, | 
paper and paperboard mills 
Leather and leather 
Leather tanning, curying and | 
finishing. 
Footwear | March 1953 
—— clay an So products: Struc- | May 1954 
ural clay pi 
Nene metal industries: 
Steel oo “ee December 1951 . ; ‘ 
Nonferrous foundries August . 58 | 4 ; 
; 











Electrical machinery: Radios, phono- November 1951 
graphs, television sets and related | 
products. 





1 Excludes premium pay for overtime and night work. 

2 Gross average hourly earnings have been adjusted to eliminate overtime premium in accordance with 
BLS formula. 

3 Median rate. 

‘ Weighted average of components reported by BLS; production worker employment used as weights. 

5 Average for integrated mills, i. e., including spinning and weaving. 
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Fact SHEET No. 13 


INCREASED BUYING POWER GENERATED BY REALISTIC MINIMUM WAGE WOULD ENABLE 
LOW-INCOME FAMILIES TO REDUCE THEIR DEBTS AND RAISE LIVING STANDARDS AND 
PROVIDE A SOUNDER UNDERPINNING FOR HIGH EMPLOYMENT ECONOMY 


The high level of acivity being achieved by the American economy relies heavily 
on consumer credit to maintain the demand for goods and services. Mass pur- 
chasing power must step in to replace the shrinkage in governmental expendi- 
tures. The overextension of families with low incomes constitutes a grave 
threat to the continuing vitality of consumer demand. A higher minimum wage 
will enable hard-pressed low-income families to meet their debt obligations and 
thereby permit them to remain active purchasers. The added buying power 
generated by a higher minimum wage will bolster demand and make full em- 
ployment possible. 

The volume of consumer credit outstanding has soared since the war. From 
the end of 1945 to the end of 1953, consumer debt increased sharply ever year 
jumping from $5.7 billion to $29.5 billion in 8 years, for an average annual in- 
crease of $3 billion. In 1954 the increase was only $600 million, indicating a 
tapering off in the ability of consumers to shoulder additional debt. Since then 
consumer credit has risen in volume again to finance the large volume of auto- 
mobile, durable goods, and installment purchases. 

A shot in the arm is needed among lower income groups to permit them to 
repay accumulated debts to continue in the market for goods. 


1. Lower-income families will be able to repay debts and lift their living 
standards 

According to the Bureau of Labor statistics Survey of Consumer Expenditures 
in 1950, the average urban family with $1,500 income a year (the amount yielded 
by the current minimum of $0.75 an hour at 2,000 hours of work per year), 
spends $174 more than it earns. Based on the spending patterns of families 
in these income brackets with an increase in income of $300 a year (resulting 
from an increase in the minimum wage to $0.90), the average affected family 
could be expected to use $50 to reduce its indebtedness and to spend the remain- 
ing $250 to raise its standard of living. 

An increase in the minimu mwage to $1 would enable the average family cur- 
rently earning $1,500 a year to repay $74 of its debts and to increase expendi- 
tures by $46 a year. 

A minimum of $1.10 would result in the reduction of indebtedness by ap- 
proximately $100 for the average $1,500-a-year family, leaving $600 for lifting 
its living standards. 

Adoption of the $1.25 minimum would enable the average $1,500-a-year family 
to pay off $125 of its debts and to increase expenditures by $875 a year. Instead 
of having to spend $174 more than the family earned, such families would have 
a deficit of $49 a year and they could afford a standard of living 52 percent 
higher than they can maintain under the 75-cent minimum. 


2. Added expenditures would stimulate industries in need of improvement 


The added expenditures flowing from the higher income which a realistic 
minimum wage would bring would benefit industries in particular need of 
improvement (table I). 

Farmers, food processors, and distributors would receive the lion’s share of 
the added expenditures, $55 million under a $0.90 minimum, $138 million under 
a $1 minimum, $271 million under $1.10, and $606 million under a $1.25 minimum. 
These sums represent between 27 and 29% percent of the total added expendi- 
tures induced by higher minimum rates. 

Automobile producers and dealers, whose exceptionally high sales in the past 
5 months have created misgivings about the liklihood of being maintained, would 
be assured of continuing strength in the market for cars by additional expendi- 
tures of from $24 million to $283 million, depending upon the new minimum 
rate. The proportion of added spending going to automobile transportation 
aa sharply from a low of 12 percent at $0.90 to a high of 13.8 percent at 

a), 

Textile and clothing manufacturers and distributors, whose sales have been 
markedly depressed, can look forward to a boost of between $22 and $225 million 
a year from higher incomes created by the new minimum wage, almost 11 percent 
of the total added expenditures. 
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Manufacturers and distributors of housefurnishings and equipment, who are 
important purveyors of the high American standard of living, can expect sub- 
stantial benefits from a higher minimum, with consumer expenditures rising 
between $20 and $239 million a year. The proportion of the total added income 
going for these items increases sharply as the minimum rises, from a low of 
9.7 percent at $0.90 to a high of 11.6 percent at $1.25. 

ome builders and mortgage lenders would have a firm underpinning for 
continuing the expansion in housing construction, receiving additional amounts 
varying from $10 million in case of the $0.90 minimum to $88 million under the 
$1.25 minimum. These expenditures amount to between 4.3 and 5 percent of the 
additional spending that can be expected. 

Significant gains in the demand for all of the other goods and services that 
make for a decent standard of living can be expected as a result of a higher 
minimum wage. Altogether, the income stream would be augmented by $202 
nillion a year by the adoption of a 90-cent minimum, $497 million by the $1 
minimum, $964 million by $1.10, and $2,056 million by $1.25. Only the $1.25 
minimum would create a volume of demand sufficient to assure a major step 
in the direction of full employment. 


TABLE I.—Hstimated disposition of additional annual income derived from higher 
minimum wages by families of affected wage earners 
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1 Includes items not shown separately. 


Source: Dollar figures computed by applying centages reported by BLS to increase payroll cost of 
specified minimum wages as computed in table III of Fact Sheet No. 12. 
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TABLE II.—Estimated annual average expenditures per family of urban worker 
families with incomes of $1,500 and specified increments above $1,500 





Per family ex itu Percent increase in per family ex- 
ey mene tg anspal penditures over amount spent 
at $1,500 income 





$1,800 | $2,000 | $2,200 | $2,500 
$1,800 2 | $2,000 3) $2,200 ¢| $2,5005| — in- in- in- | in- 
| | 


| come? | come?| come‘ come! 








$1,924 | $2,100 | $2,275 | $2,549 15 36 | 


663/ 719| 776| s68| 14} 34 | 
Housing 301; 310| 319! 331 | 12 
Fuel, light, refrigeration, 

OE TP ircnectoicenses 101 104} 107 112 | 11 | 
Household operation 91 97| 103 111 | 24 | 
Housefurnishings and equip- 








| 
ment 96 117 | 138 176 | 
Clothing: Total_..-. -. f 205 | 
Women and girl’s outer- 
wear. 52 | 
Men and boys’ outerwear _. 37 | 
Automobile transportation _- 135 | 
Other transportation.... -_- 49 
Personal care 53 | 
Medical care.......-....---- 115 | | 
Recreation | 67| 73 | 


} 
| 





| 
| 




















1 Corresponds to $0.75 hourly rate (assuming 2,000 hours of work). 
2 Corresponds to $0.90 hourly rate (assuming 2,000 hours of work). 
3 Corresponds to $1 hourly rate (assuming 2,000 hours of work). 

‘ Corresponds to $1.10 hourly rate (assuming 2,000 hours of work). 
§ Corresponds to $1.25 hourly rate (assuming 2,000 hours of work). 
6 Includes expenditures not shown separately. 


8. Higher incomes would result in major gains in living standards per family 


Bnactment of a higher minimum wage would result in significant improve- 
ments in the standard of living of families currently receiving incomes of $1,500 
a year (the amount corresponding to $0.75 per hour, assuming 2,000 hours of work 
a year). (Table II.) 

The average expenditures for food by each such family would increase in 
about the same proportions as total expenditures: 14 percent for food under a 
90-cent minimum ; 24 percent under a $1 minimum; 34 percent for food under a 
$1.10 minimum, and 49 percent for food under a $1.25 minimum. These gains are 
particularly significant because of the inadequate diets of low-income families. 

The following types of expenditures would rise even more sharply: 

Automobile transportation, which is so important in pacing the economic recov- 
ery, would increase for the average $1,500-a-year family by 51 percent under a 
90-cent minimum, 90 percent under $1, 130 percent under $1.10, and 189 percent in 
the case of $1.25. 

Housefurnishings and equipment, also a key to the dynamism of our economy, 
would rise by 43 percent under a 90-cent minimum, 75 percent under $1, 106 
percent under $1.10, and 168 percent under a $1.25 minimum. The large gains 
which the low-income families could make in their purchases of housefurnish- 
ings and equipment and automobiles would give them a real stake in the hard 
goods which are the hallmark of the American standard of living. 

Clothing expenditures, which have been lagging behind the rest of consumer 
spending, resulting in widespread unemployment, would enjoy the following in- 
creases: 21 percent under a 90-cent minimum, 36 percent under $1, 50 percent 
under $1.10, and 72 percent under $1.25. Men’s and boys’ outerwear buying 
would increase markedly (between 35 percent at a 90-cent minimum and 122 
percent at $1.25), reflecting the low level at which the male members of the low- 
income family are compelled to keep their wardrobes in order to meet the urgent 
needs for food and shelter and maintain a semblance of decency in the attire of 
the female members. 

Substantial improvements in the level of living would also occur with respect 
to the other items of expenditures if an adequate minimum wage were enacted. 





530 AMENDMENT TO INCREASE THE MINIMUM WAGE 


APPENDIX 
SOURCES AND NOTES 


The estimates contained herein were derived from data furnished by the 
Bureau of Labor Statistics of the United States Department of Labor, supple- 
mented by statistics on employment and wages of workers covered by State 
unemployment compensation laws published by the Bureau of Employment Se- 
curity of the Department of Labor and by estimates of covered employment as 
of September 1953. 

Manufacturing industries 


The percentage distribution of production workers in manufacturing indus- 
tries reported by the Bureau of Labor Statistics in Wage Distribution for Fac- 
tory Workers. April 1954, was applied to the estimated number of covered 
employees in each industry derived from estimates available for September 1953 
(table I of Fact Sheet No. 10) by adjusting for changes in employment between 
September 1953 and April 1954, as reported by the Bureau of Labor Statistics. 
(See appendix table 4 for a detailed breakdown of the estimates of covered em- 
ployment.) 

Nonmanufacturing industries 


Estimates of covered employment for April 1954 were derived for nonmanu- 
facturing workers as described above for manufacturing industries. (See 
appendix table 4.) The percentage distribution of covered workers in each 
industry, by wage class (table II), was estimated on the basis of the following 
data: 

Mining.—Wage chronologies and average hourly earnings reports of BLS. 

Contract construction——Union wage scales in the building trades published 
by BLS. 

Transportation.—Union wage scales of motortruck drivers and helpers and 
wage structure for warehousing (1945 data brought up to date by applying 
average wage increase) published by BLS. 

Communications.—BLS Report No. 72: Earnings of Communications Workers, 
October 1953. 

Gas and electric utilities—BLS Report No. 12 Wage Structure, Electric and 
Gas Utilities, July 1952. 

Wholesale trade.—Based on wage distribution in manufacturing industries. 

Retail trade.—BLS Series 2, No. 78, Wage Structure, Department and Women’s 
Ready-to-Wear Stores, 1950, adjusted to réflect average increase in wages in 
department stores and general mail-order houses from 1950 to April 1954. 

Finance, insurance and real estate.—BLS Bulletin No. 1157, Wages and Related 
Benefits, Major Labor Markets, 1953-54. 

Agriculture, forestry, and fisheries.—Based on Department of Agriculture 
data on farm wage rates, without board or room, April 1, 1954. 

Service and miscellaneous.—BLS Earnings in Power Laundries in Mid-195: 
and BLS data on average hourly earnings in service and miscellaneous indus- 
tries, April 1954. 

Estimated average straight-time hourly earnings in appendix table 5 were 
computed from gross average hourly earnings reported by BLS by applying ad- 
justment factors developed by BLS for eliminating overtime premium. For 
industries in which overall averages are not published by BLS, weighted averages 
for available components were computed, using employment as weights; these 
were checked against average wage data compiled by the Bureau of Employment 
Security for workers covered by state unemployment insurance laws. 

See footnotes to appendix table 5 for method used for calculating increases 
in payroll per man-hour required to bring covered employees to specified minimum 
rates. Estimates of annual payroll increases were based on an average work 
year of 2,000 hours. 


Fact Sueet No. 15 


MEMORANDUM ON THE DEVELOPMENT OF AN ADJUSTMENT FACTOR TO ACCOUNT FOR 
DIFFERENTIAL PRICE CHANGES FOR LOW-INCOME GROUPS 


1. ‘Market basket” used for BLS Consumer Indewv is not applicable to low- 
income families 

The Consumer Price Index of the United States Department of Labor is an 

“index of change in prices of goods and services purchased by city wage 
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earner and clerical-worker families”.* These families have been defined by the 
Bureau of Labor Statistics as follows: 

“Units of 2 or more persons who live in the 3,000 towns, cities, and suburbs 
of the United States, ranging in size from small cities of 2,500 population to the 
largest cities. The heads of these families are wage earners or salaried clerical 
workers, including craftsmen, factory workers, laborers, clerks, sales and service 
workers (except domestic service workers). Many of the families have two or 
more wage or salary workers; as a result, average family incomes are higher 
than average individual earnings. (Families with incomes after taxes of $10,000 
or more are excluded.) The average size of the families included in the index 
was estimated to be about 3.3 persons, and their 1952 average family income 
after taxes was estimated at about $4,160.”2 [Emphasis supplied.] 

The expenditure patterns of families covered by the above definition were 
used by the Bureau of Labor Statistics to arrive at the “market basket” employed 
to compute the Consumer Price Index. Obviously, the distribution of goods 
and services bought by the urban wage earners and clerical-worker family group 
described above (with an average family income of $4,160 in 1950) is not rep- 
resentative of the expenditure pattern of low-income families, e. g., those with 
family incomes of $1,500 a year. The staff of the Subcommittee on Low-Income 
Families of the Joint Committee on the Economic Report found that “low- 
income families use a much larger share of incomes for food than do high- 
income families.’ This report continues as follows: 

“City families the country over were found to be spending about a third of 
their incomes for food in the spring of 1948. The averages ranged from 74 
pereent for families with incomes of less than $1,000 to 17 percent for those 
with $7,500 or more. Families with less than $2,000 income, about one-sixth 
of the total number, used 48 percent of their incomes for food ; those with incomes 
of over $2,000 used 30 percent.” 


2. Goods and services used for WPA Emergency Budget are representative of 


expenditures of low-income families 


The Works Progress Administration Budget of Goods and Services Necessary 
for Operation Under Emergency Conditions, compiled in 1935, was described by 
that agency as “establishing representative goods and services characteristic of 
the standard of living of industrial, service and other manual workers of small 
means.” * The budget is “the cost of maintaining an adequate standard of living 
at the lowest economic level * * * the resulting budgets are applicable generally, 
with little or no modification, to low-cost living in urban areas * * * needs are 
related to the following persons: 

“male industrial, service or other manual worker of small means; his wife 
who does all the work in the home, including cooking, cleaning, laundry, etc.; 
children of both sexes, between the ages of 2 and 15, inclusive * * * The con- 
tent of living pictured is a well-balanced sample of the items entering into normal 
consumption at the levels specified * * *”* 

Clearly, this is the level of living typical of the workers who would be directly 
affected by an increase in the Federal minimum wage. It is appropriate, there- 
fore, to use the “market basket” of goods and services encompassed by the WPA 


budget as the basis for measuring the effect of price changes on the cost of living 
of these workers and their families. 


8. Prices of goods and services in WPA Budget rose 40 percent more than BLS 
Consumer Price Index from 1935 to 1944 


The research department of the Textile Workers Union of America, CIO, 
priced the cost of the WPA Emergency Budget in 5 textile communities in Janu- 
ary-February, 1944. This survey was “based upon the same procedures, prac- 
tices, articles, and allowances as the 1935 WPA survey * * * based on the most 
conservative possible pricing of the budget.” * 


1 RS peg of Preparing Major BLS Statistical Series, bulletin No. 1168, U. S. Depart- 
ment of Labor, 1954, p. 64. 


Loc. cit 


* Low-Income Families and Economic Stability, materials on the problem of low-income 
families assembled by the staff of the Subcommittee on Low-Income Families, Joint Com- 
mittee on the Economic Report, 1949, p. 23. 

* Margaret Loomis Stecker, Quantity Budgets of Goods and Services Necessary for a Basic 
Maintenance Standard of Living and for Operation Under Emergency Conditions, WPA 
—— Bulletin, series 1, No. 21, 1936, preface. 


p. 1. 
* Substandard Conditions of Living, TWUA, CIO, 1944, preface. 
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The Acting Commissioner of Labor Statistics of the United States Department 
of Labor has written to the union’s director of research concerning this survey 
as follows: 

“From our knowledge of the methods which you used in the field work and of 
the methodology of the report it seems to us that you have made a very valuable 
contribution to the information available on the cost of the standard of living 
provided by the budget prepared by the Division of Social Research of the Works 
Progress Administration in 1985. I am informed by the members of our field 
staff who trained your fieldworkers in techniques of obtaining retail prices that 
in their opinion your fieldworkers did a careful and conscientious piece of work 
in securing prices for the goods defined by the specifications appropriate to the 
‘emergency’ level which were provided you by the Consumers Prices Division 
of this Bureau. I understand also that the sample of stores from which prices 
were secured was carefully selected to represent the places where the textile 
workers buy. 

“The differential between the average cost of the ‘emergency’ budget in the 3 
New England communities and the 2 southern communities which you surveyed 
corresponds very closely with the differential shown in the cost of the ‘main- 
- somal budget in New. England and in the Southeast as estimated by this 

ureau.” 

The full text of the letter from Mr. Hinrichs is attached as appendix I. 

The results of the union’s survey show that the commodities and services in 
the WPA Emergency Budget cost an average of $1,400.38 in the 5 textile com- 
munities studied in January-February 1944. The corresponding cost of the 
budget compiled by the WPA was $1,020.97 in March 1935. ‘Thus, the average 
price increases for low-income families during this period was 37.2 percent. 

The BLS Consumer Price Index, which is designed to measure the average 
price change for all city wage-earner and clerical workers families with incomes 
under $10,000 a year increased from 58.5 to 74.3 from March 1935 to January- 
February 1944 (1947-49=100). ‘The increase in the BLS index over this period 
was 27 percent. The increase in prices for low-income families was, therefore, 
40 percent greater than the rise in the BLS Consumer Price Index from March 
1935 to January-February 1944. (Table IL.) 


APPENDIX I 


COPY OF LETTER FROM ACTING COMMISSIONER OF LABOR STATISTICS RESPECTING 
UNION’S SURVEY OF COST OF WPA EMERGENCY BUDGET 


Unttrep States DEPARTMENT OF LABOR, 
Bureau or Lasor STaTIsTIcs, 
Washington, April 15, 1944. 
Mr. Sotomon BaRkKIN, 
Director of Research, Textile Workers Union of America, 
15 Union Square, New York, N. Y. 


Deak Mr. Barkin: I have read with a great deal of interest the report of the 
Textile Workers Union of America on the cost of the “emergency” budget in five 
textile communities, and am supplementing the memorandum of April 7. I’m 
sorry we couldn’t send you this detail earlier. 

We do not have the data which would be required for a detailed evaluation of 
the results that you have obtained, but from our knowledge of the methods which 
you used in the fieldwork and of the methodology of the report it seems to us 
that you have made a very valuable contribution to the information available on 
the cost of the standard of living provided by the budget prepared by the Divi- 
sion of Social Research of the Works Progress Administration in 1935. I am 
informed by the members of our field staff who trained your fieldworkers in 
techniques of obtaining retail prices that in their opinion your fieldworkers did 
a careful and conscientious piece of work in securing prices for the goods 
defined by the specifications appropriate to the “emergency” level which were 
provided you by the Consumers Prices Division of this Bureau. I understand 
also that the sample of stores from which prices were secured was carefully 
selected to represent the places where the textile workers buy. 

The differential between the average cost of the Rates sree budget in the 3 
New England communities and the 2 southern communities which you surveyed 


? Letter from A. F. Hinrichs to Solomon Barkin, April 15, 1944. 
Boer Bedford, Mass., Lewiston-Auburn, Maine, West Warwick, R. I., High Point, N. C., 
enderson, N. U. 
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corresponds very closely with the differential shown in the cost of the “main- 
bee sl budget in New England and in the southeast as estimated by this 
ureau. 

We do not have the basis for checking the increase in the cost of the “emer- 
gency” budget since 1935, as most of the lowest quality goods priced for our 
index of the cost of the goods purchased by wage earners and clerical workers 
are of higher quality than those which were specified for the “emergency” 
budget. Our figures do show, however, that changes in the cost of the lowest 
quality goods which we price have been greater than the cost of the medium- 
quality goods which are also included in our index. We have no way of deter- 
mining whether the increase is as large as that shown. 

It is going to be difficult to support the allowance of $109 per year which you 
have included to compensate for lack of knowledge of nutrition and poor planning 
in food buying. There is no way of knowing how much money would be re- 
quired to insure adequate diets for textile workers’ families to compensate for 
these factors. 

We are of the opinion that the report overemphasizes the monotony of the diet 
provided by the Bureau of Human Nutrition and Home Economics low-cost diet 
plan. The “weighting plans” used in these diets are devices for pricing the diets 
by the use of a limited list of foods. The list, therefore, does not represent the 
entire choice of foods that families could make within the diet plan. We recom- 
mend, therefore, that you send the section on the food budget to the Bureau of 
Human Nutrition and Home Economics for review. 

We note one important difference in your method of computing the average 
prices used in calculating the cost-of-food budget. You have given a heavy 
weight, in comparison to ours, to independent stores of fairly small size (OPA 
class 1 and 2 stores)—-where prices are generally higher—on the grounds that 
textile workers usually buy in stores where they can obtain credit. We under- 
stand that you have special information on this subject as it relates to the textile 
workers, 

As we understand it, the clothing and house-furnishings section of your budget 
represents the costs of the goods specified for inclusion in the emergency budget 
of WPA without any allowance for quality deterioration. We feel that this is 
the correct procedure since the Bureau made every effort to supply you with 
adequate specifications so that you might price essentially the same quality of 
goods as had been priced for the emergency budget in 1935. 

It was a pleasure for me and the members of the Bureau’s staff to work with 
you and your group on this study. 

Cordially yours, 
A. F. Hryricus, 
Acting Commissioner of Labor Statistics. 


TaBLeE I.—Comparison of change in cost of WPA emergency budget with change 
in BLS consumer price index, March 1935 to January-February 1944 





January- 
March February 
1944 


Percent 
increase 


WPA omernay budget, New England and South 


BLS Cavan Price Index (1947-49= 100) 
Ratio of percent increase in WPA sapecittiind ‘budget 
to percent increase in BLS Index.. 








1 $1, 020. 97 
58.5 











! Arithmetic mean of New England and South Atlantic area figures. Food schedule employed in WPA 
budget has been replaced by the Bureau of Human Nutrition’s low-cost family budget; the March 1935 
cost of this food budget was estimated by appl ng the percentage change in the BLS average food price 
(weighted according to the low-cost family on an) between March 1935 and January 1944, to the food 
cost copie in the Jan -February 1944 TW UA survey 

Substandard Conditions of Living, TWUA, 1944, table III, for details. 

: Arithmetic mean of indexes for January and February 1944. 


SUPPLEMENT TO Fact SHEET No. 15 


THE INAPPLICABILITY OF THE CONSUMER PRICE INDEX TO THE MEASUREMENT OF 
PRICE CHANGES FOR LOW-INCOME FAMILIES HAS LONG BEEN RECOGNIZED 


In 19438, the Special Committee of the American Statistical Association which 
prepared an appraisal of the United States Bureau of Labor Statistics Cost of 
Living Index, made the following comments concerning the applicability of the 
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BLS index (since renamed to Consumer Price Index) to the measurement of 
changes in prices for low-income families : 

“The general index is a national average, and relates to large cities only. There 
is considerable variation in the level of living costs in different parts of the 
country, and in the degree of change in living costs in different regions * * *. 
Living cost changes vary also with income levels. Recent advances have been 
somewhat greater for workers at lower income levels because foods, which have 
risen sharply in price, are of greater importance in the budgets of low-income 
families. Such variations are characteristic of economic changes in a system 
as diverse as that of the United States. 

“These facts have relevancy for several possible uses to which the index may 
be put in connection with wage and salary adjustments. In the first place, in the 
application of general wage policies of national scope it is proper and necessary 
to utilize a measure that averages these varying movements, as a national index 
does. If wages and salaries of workers in particular regions, in particular in- 
dustries and at particular income levels are to be adjusted to living cost changes 
affecting them specifically, indexes of living costs adapted to special circumstances 
will be required. The construction of adequate regional and other special pur- 
pose index numbers of living costs would involve broader sampling and heavier 
expenditures by the Bureau of Labor Statistics” (Journal of the American 
Statistical Association, December 1943, pp. 401-402). 

In 1951 hearings before a subcommittee of the House Committee on Education 
and Labor, pursuant to House Resolution 73 (82d Cong., Ist sess.), the follow- 
ing testimony was given respecting the need for separate indexes to measure 
price changes for low-income families : 

Solomon Barkin, research director, TWUA-CIO, on behalf of the CIO: 

“Our second suggestion is that the Bureau produce an index of a lower-income 
group, which is represented by persons on relief and in other similar circum- 
stances, namely, an income group close to that of the WPA emergency sustenance 
budget. I am referring to that because it is a very clearly defined budget. It 
so happens that I am technically well acquainted with it. I have priced it and 
I have worked with it. It represents a completely lower-income group, for which 
prices rise more rapidly during periods of rising prices than for the income group 
which is now represented by the index. 

“For example, many relief agencies of this country and many people work- 
ing with persons who are aged and retired, are trying to find out how much 
you should pay them, and what do these people need, and what is the change 
in price level required in the way of adjustment in the relief or aid given. 

“Now, you can’t use the index that we now have, because that is for a higher- 
income group. For the lower-income group you need a different kind of index. 
That is true not only because food and the essentials of life compose a larger 
proportion of the expenditures, but because they buy lower-quality things, 
different kinds of things, and consequently follow a different price trend” (hear- 
ings, p. 219). 

Isador Lubin, former Commissioner of the Burean of Labor Statistics of the 
United States Department of Labor, presently industrial commissioner of the 
New York State Department of Labor, and United States Representative on 
the Economic and Social Council of the United Nations at the time of his testi- 
mony, said: 

“As to the second question you raise, relative to whether or not we should 
have a cost-of-living index which measures what it costs certain people to live, 
whether they be on railroad pensions or relief clients, or what not, I think as 
a matter of public policy we should have such an index. It will not be a sub- 
stitute for the retail price index. We should recognize in advance that such an 
index is something entirely different and independent from a retail price index. 

“T think very definitely that such an index is of great importance. If a bill 
comes before this committee to amend the minimum-wage law, your decision 
will be in large part determined by what you think is the minimum cost of 
maintaining a family of a given size in the United States. An index such as 
you suggest would be very important in coming to a conclusion. 

“Mr. Barkin has mentioned that welfare agencies all over the country, public 
and private, need information of that sort to decide how much they should pay 
to people on relief. There is a definite public need for such an index. It has 
little relationship, really, to collective bargaining, except in the sense that it has 
a bearing on what minimum wage rates should be.” 
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Ewan Clague, Commissioner of the Bureau of Labor Statistics at the time 
of his testimony and currently Special Assistant to the Secretary of Labor, pend- 
ing confirmation of his renomination as Commissioner, engaged in the following 
colloquy with Charles R. Howell, who was a member of the subcommittee: 

“Mr. HowELt. Would you feel it (Consumer Price Index) would be seriously 
out of line with what you mentioned, for the use of old couples living on a 
pension and social security, and so forth? 

“Mr. CLaGcur. Well, it is not out of line. If we made a more perfect index 
for them, there would be a little difference. For example, you can readily see 
that they, being an old couple, eat less, for instance, than a young couple, and 
their food proportion might be less and the kinds of food they buy would be 
somewhat different. They might eat less meat. And if you want to get a 
better market basket for them, it could be drawn up, and an index computed. 

“Mr, HoweEtL. Would you suggest, then, that their cost-of-living or price fac- 
tor had not gone up as much as the index? 

“Mr. CrLacue. Well, that I could not be sure of. I would not know. We 
would have to know how they lived in 1939. I would rather not guess on that. 
They would have a different market basket which might behave differently in 
producing an index” (hearings, p. 406). 

In his prepared statement, Mr. Clague noted that “the expenditure patterns 
and the price movements for a given group of the population are rather similar 
among large cities, but both the expenditure patterns and the effective price 
movements may be very different among groups, even within the same city, 
if they differ greatly in income level or standard of living * * * we hope to 
be able to make supplementary indexes of the effects of price changes on other 
identifiable groups in the population. .This is especially important for those 
groups who are covered by various welfare programs and who are especially 
vulnerable to changes in prices: for example, persons living on pensions and 
families receiving public assistance of one kind or another” (hearings, p. 394, 
emphasis supplied). 


TABLE A.—Comparison of changes in the components of the BLS Consumers’ 
Price Index and the cost of the WPA emergency budget, March 1935 
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! Arithmetic mean of January and February indexes. 
2 Average New England and South Atlantic; excludes adjustment for food buying habits. 


‘ ge by TWUA-CIO; see Substandard Conditions of Living; excludes adjustment for food buying 
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Fact SHeet No. 16 


LUMBER AND WOOD PRODUCTS INDUSTRY CAN ABSORB $1.25 MINIMUM WAGE 


I. Lumber and timber products industry successfully absorbed prior increases in 
minimum wage 


(a) NRA Code set first Federal minimum.—The NRA code prescribed a basic 
40-hour week which reduced weekly hours from 60 hours per week in the South 
and 48 hours in the North. Exemptions were granted by the Administrator 
during seasonal periods up to 48 hours but they had to be averaged out to 40 
hours. 

Minimum wage rates ranging from 23 to 42.5 cents were set to correct the 
low wages prevailing in the industry. Rates of 5 cents per hour had been paid 
in many southern mills. The new minimum represented more than a 100-percent 
increase for the southern area where the average had been 11.6 cents. The 
minima increased rates for some 85 percent of all employees. Industry repre- 
sentatives asked for governmental protection “to afford encouragement and 
protection to operators desiring to pay higher wages against the economic pres- 
sure and industrial demoralization resulting from the activities of the small 
minority who would not be cooperative in improving standards.” 

The need of governmental standards to maintain labor conditions was sub- 
stantiated by governmental investigators who found that NRA labor standards 
were least observed in the forest products industry. A study of 131 Government 
contractors revealed that 24 were not conforming with either the wage or the 
hour provision ; in addition, 20 were violating the hours provisions ; and 13 were 
violating the wage provisions. 

(b) Even 25-cent minimum set by Fair Labor Standards Act effected in- 
creases in 1938.—The deterioration of labor standards followed the cancellation 
of NRA regulations meant that even a 25-cent minimum would effect improve- 
ments in wages. The average of the southern sawmill industry had declined 
to 27 cents. While many operators made no increases because they considered 
themselves intrastate business, the average rose to about 31 cents, or 15 percent. 

(c) The 30-cent fair labor standards minimum increased wages.—The rise 
in the minimum of 5 cents to 30 cents in October 1939 increased the average 
hourly earnings of the southern sawmill industry from 32 to 35 cents, or by 9 
percent. 

(@) 35-cent minimum under Fair Labor Standards Act (1941).—A 35-cent 
minimum was approved on October 17, 1941 for the lumber and timber products 
industry (excluding logging) by the Wage and Hour Administrator. Despite the 
fact that it was only a 5-cent rise it had sweeping effects. Sixty percent of all 
workers outside of the West were affected. Of the 160,000 workers who were 
inereased to 35 cents, 21,000 were in the North and 139,000 were in the South. 
The workers immediately brought up to 35 cents were 80.3 percent of the south- 
ern veneer basket millworkers; 78.4 percent of the southern surfacing mill em- 
ployees; 71.4 percent of the southern cooperage stock employees; and 68.8 
percent of the southern sawmill workers. 

The increases in the wage bill as a result of the 35-cent minimum was 6.4 
percent for the entire industry and 9.4 percent for the southern branch. The 
effect on the payrolls of divisions of the southern lumber and timber products 
industry was as follows: veneer basket mills, 11.8 percent; surfacing mills, 11.1 
percent ; sawmills, 10.0 percent; small sawmills, 14.4 percent; plywood mills, 
10.5 percent and wooden box industry, 10.3 percent. 

The 35-cent minimum raised the average for the southern lumber industry 
from 38 to 42 cents. 

In approving the wage order, the Administrator declared that the small mills 
“generally dispose of their products through concentration yards which are 
engaged in the direct shipment of lumber in interstate commerce and in the 
manufacture of products which eventually find their way into interstate com- 
merce * * *, Most small mills are not actually independent enterprises but are 
either organized by, or operate under exclusive contract with, or are under 
financial control of large concentration yards or manufacturers who are subject 
to the requirements of the act. That much of the lumber from small mills does 
move ultimately into interstate commerce is clearly shown by the record.” 

The Administrator found no justification for any difference in classification or 
areas. He reported that the western mills suffered from a freight handicap in 
shipments to eastern markets. 

He reported that there was “no objection to the fixing of a uniform minimum 
wage rate for the entire lumber and timber products industry * * * either (at) 
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the hearing before the industry committee or at the hearing before the presiding 
officer.” 

(e) 40-cent minimum absorbed easily.—The 40-cent minimum was ordered 
by the Wage and Hour Administrator on December 20, 1943. The industry in- 
cluded logging and several other minor divisions and employed some 500,000. 
At that time 17 percent of the workers had to be raised in wages to bring them 
to 40 cents. 

The southern lumber industry had again to grant increases to huge propor- 
tions of their employees, only slightly less than the proportions required to 
effect the 35-cent minimum. Some 48.9 percent of the southern employees had 
to be brought up to 40 cents. In Alabama and Mississippi, the proportion was 
approximately two-thirds. In Louisiana, New Mexico, and Oklahoma slightly 
more than one-fifth had to be increased to 40 cents. 

The southern wage bill was increased at this time by 4.2 percent to effect a 
5-cent or 14.7 percent increase in the minimum. The percentage increases in 
payroll ranged from 1.7 percent in Louisiana, New Mexico, and Oklahoma, to 
10.9 percent in Mississippi. 

(f) War Labor Board orders increases.—Special orders were issued by the 
War Labor Board to increase the minima in order to attract workers to the in- 
dustry. Without these increases, labor shortages would have resulted. 

1. New England, June 5, 1945, 87.5-cent minimum for portable sawmills. 

2. Detroit, April 28, 1945, 67.5-cent minimum in woods and 72.5 cents in mills 
of Michigan Lumber Co. 

3. Chicago, September 28, 1945, 70-cent minimum for work in woods. 

(9) 75-cent minimum effected in 1950.—Wages continued to rise during the 
war and postwar years reaching a level of $1.133 in 1947 for the entire lumber 
and wood products industry. By January 1950, the average was $1.225. 

An average survey of wages in the industry by the United States Bureau of 
Labor Statistics for July 1947 showed that 47 percent of the 658,000 production 
workers earned less than 75 cents. 35 percent earned less than 65 cents and an 
additional 12 percent between 65 and 75 cents. This is a smaller proportion 
than was affected by the NRA minima or the early orders under the Fair Labor 
Standards Act. 

The low rates then, as in earlier periods, prevailed in the South. The minimum 
on the West Coast was $1.325 except for Spokane where the minimum was $1.25. 
The Pacific and Rocky Mountain States, with 30 percent of the industry’s employ- 
ment, had few below $1. In the Lake States the prevailing minimum was 85 
cents. On the Duluth area it was 98 cents. In the States of the Middle Atlantic 
area it was $1. 

The adoption of the 75-cent minimum in 1950 therefore primarily affected the 
southern mills. The following data show this fact conclusively : 
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The southern sawmills engaged in sawing rough lumber and timber or re- 
sawing lumber had to increase wages of 69 percent of their 180,000 workers when 
the 75-cent minimum became effective. This increase was below the percent 
increase when 35 cents became effective but higher than that required under the 
40-cent minimum. (Exemption now is granted in the act to mills with less than 
8 workers.) The percent of employees required to be increased to 75 cents was 
77 percent in the southeastern States (Alabama, Florida, Georgia, Mississippi, 
North Carolina, South Carolina, and Tennessee) ; 64 percent in the southwestern 
States (Arkansas, Louisiana, Oklahoma, Texas) and 43 percent in the border 
States (Kentucky, Virginia, and West Virginia). 

The increases in the payroll were 14 percent for the southern States as a whole, 
18 percent for the southeastern States, 9 percent for the southwestern States, 
and 5 percent for the border States. 


II. Proposed $1.25 minimum can be absorbed 

Wages in the organized areas of the lumber and wood products industry have 
risen significantly since 1950. 

(a) Average straight-time hourly earnings for the industry as a whole have 
risen by 31 cents. The BLS averages for the various branches of the industry 
show substantial increases: 





February 1955 Increase in adjusted 
average hourly earn- 
ings, April 1950-Feh- 
| Average hourly earnings | ruary 1955 





Industry 





| Produc tion | | 

workers Adjusted | 
| Gross or over- Cents Percent 
time 





Lumber and wood products ens 
furniture) on ‘ 666, 800 $1.6 
Logging camps and contractors....----___. 96, 200 
Sawmills and planing mills__--.......---- 359, 200 
n. a. 
n. a. 
: nines He bras. satin! n. a. 

Millw ce ‘plywood, and prefabricated 

structural wood products } 110, 100 
Millwork n. a. 
Wooden containers _----- 53, 800 
Wooden boxes other than clgar n. a. 
Miscellaneous wood products 47, 500 








n.a. Not available. 


(b.) Union standards have risen.—The minimum rates in organized areas are 
as follows: 


Region: Minimum rate 
Douglas fir $1. 95 
Western pine 4 


The above areas, as well as the Midwest with an average of $1.68, are not 
likely to be affected by $1.25 minimum. 

(c.) Primary effect will be in low-wage areas in the South.—1. The BLS sur- 
vey for April 1954 reports only 1 percent of the 183,000 Far West workers in 
the lumber and wood products industry earning less than $1.25. 

2. The same study shows that in the Midwest and Northeast, of the 166,000 
employees, 17 percent earned less than $1; 27 percent earned less than $1.25. 

3. In the Southern states, employing 47 percent of the production workers 
(307,000), 64.8 percent were earning less than 90 cents; 73.0 percent less than 
$1; 83.4 percent less than $1.10; and 88.3 percent less than $1.25. 

The above includes workers employed in logging operations with less than 12 
employees now exempt from the law. The bias involved in this inclusion is 
indicated by a survey of southern lumber industry for April 1953 which showed 
the following: 
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Average straight-time hourly earnings (exclusive of shift differentials) 


Amount 
Integrated sawmills over 12 logging workers: Logging workers____------ $0. 90 
12 or less logging workers: Logging workers . 83 


In September 1953, this exemption was estimated to exclude some 108,000 per- 
sons out of 790,000 employees in the industry. It is therefore proper to estimate 
that the impact of the $1.25 minimum on present coverage will be sharply less- 
ened, reducing same from 53 percent to a total closer to 45 percent. 


(ad) Southern union operations pay higher wages 
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The wage increases which would be required to effectuate a realistic minimum 
wage now are smaller than those absorbed by the industry under NRA and 
the early operation of the Fair Labor Standards Act. The industry’s successful 
adjustment to these increases assures us of its ability to absorb the increased 
required by a $1.25 minimum. 


III. Modern Minimum Is Economically Justified 


(a) The southern lumber industry is competitive with all other lumber produc- 
ing regions of the United States—particularly western pine and Douglas-fir—as 
far as prices and markets are concerned. But the South lags far behind in 
wages paid its workers doing the same kind of work. 
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Price comparison per thousand board-feet 
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Source: U. 8. Department of Commerce, Survey of Current Business. 


The industry has and is capable of absorbing any increase in the minimum 
wage law and still remain in a favored competitive position compared to its 
brother producers in other areas. 

(b) Southern industry is financialy able to pay.—The industry is in a strong 
position financially, as indicated by the excellent balance existing between pro- 
duction and shipments over an extended period of time with a firm price structure. 


Southern pine region 
{Thousand board-feet} 


i } | z 
| Production Shipments | Orders Orders 


| 








9, 369 
8, 724 
8, 339 
10, 045 





Source: National Lumber Manufacturers Association. 


(c) Southern productivity justifies a modern wage.—The following data for 
1953 indicate that the earnings bear no relation to productivity. 


Average man-hours required to produce thousand board-feet of lumber 





An | Seuthern peawoog Western | Douglas- 


pone pine | region | pine fir 


region region region 





‘ ‘ 24. 4 15.9 
Average hourly earnings (straight time) ; . 03 | 5 $2. 16 





Source: National Lumber Manufacturers Association. 


On the basis of direct man-hours per thousand board feet of lumber higher 
averages are justified. 

(d@) Workers are entitled to higher wages on the basis of responsibility and 
hazards.—The work of logging and sawing lumber is arduous work, requiring a 
high degree of responsibility and entailing serious hazards to life and limb. 
Cutting down trees with axes or crosscut saws requires considerable care to 
avoid injury to others as well as to the worker himself. Operation of bandsaws 
and circular saws in planing mills also involves a maximum of responsibility for 
safety. Similarly, the jobs of hauling logs and lumber are dangerous tasks. The 
workers who perform these jobs are entitled to adequate wages to compensate 
them for the responsibilities which they shoulder and the hazards which they 
face. 

“Recent trends in southern operations,” the Bureau of Labor Statistics reports, 
“reflect a greater use of power chain saws for falling and bucking of trees and 
the continued replacement of horses and mules with tractors for moving the logs 
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in and from the woods.”* The increased responsibility which these technological 
improvements places upon the workers should be reflected in their pay. This is 
the American way of sharing the gains from increasing productivity. 

The hazardous character of the work in this industry is indicated by the 
Bureau of Labor Statistics data on injury-frequency rates, which show that 
the number of disabling work injuries per million employee-hours worked in 
1953 was 44.3 for general sawmills and planing mills compared to an average 
for all manufacturing industries of 13.4. Surely the workers in this hazardous 
industry are entitled to more adequate pay. 


IV. Exemption from wage and hour provisions of small logging mills creates 
unfair competition (Sect. 13 (a) (15) ) 


(a) 1949 act exempted logging operations of less than 12 employees.—The 1949 
act added an exemption to the one provided for forestry and lumbering operations 
incident to or in conjunction with certain farming operations. To get this ex- 
emption the operations must be performed by a farmer or only on a farm but only 
“as an incident to or in conjunction with such farming operations.” 

The new exemption removes all hour and wage limitations for “employees 
employed in planting or tending trees, cruising, surveying, or felling timber, or 
in preparing or transporting logs or other forestry products to the mill, processing 
plant, railroad or other transportation terminal, if the number of employees 
employed by the employer in such forestry or lumbering operations does not 
exceed 12.” 

This exemption covers all those planting or tending trees, cruising, surveying 
or felling timber. They seed, plant seedlings, prune, weed, prepare firebreaks, 
remove rot or rusts, spray and similar operations; those who estimate or report 
on the volume of marketable timber; those who survey including chainmen, 
transit men, rodmen, and axmen ; those who fell timber and prepare and transport 
logs including fellers, lumbers, skidders, buckers, loaders, swampers, scalers, and 
log truckdrivers. When preparing for transporting logs at a sawmill the em- 
ployees are covered. ‘Transportation up to the terminal or for further shipment, 
if performed as part of the exempt transportation, is exempt. 

To be exempt, the crews engaged in the exempt operations who bring lumber 
to a sawmill or concentration yard must be employed by an independently owned 
and operated business and must not number more than 12 employees. 

(b) Size of eremption.—In September 1953, the Wage and Hour Division esti- 
mated this exemption to have excluded some 108,000 persons. 

(c) Complaints.—1. Exemption has promoted subcontracting in all parts of the 
country. Crew leaders have formed small groups of 4, 6,8, 10, or 12 men. They 
are unorganized and exempt from the wage and hour law and have tended to 
depress the wage structure. They do not observe safety regulations. 

Larger companies are breaking up their logging operations and letting out 
contracts to these subcontractors. 

Smaller sawmills have stopped operating and let out their contracts to these 
crews of 8 to 10 persons with a capacity of 8,000 to 10,000 feet of lumber per day. 
They constitute a competitive threat to the existing operations and have resulted 
in the abandonment of legitimate operations in favor of smaller units which 
can get from under the wage and hour law. 

2. Technological improvements facilitate this process since gang operations 
have established which require only 3 or 4 men, broadening the opportunity for 
such subcontracting groups. 

3. Distinctions between bona fide and sham subcontracting groups are difficult 
to establish. 

(d) Distinction wnjustified.—1. The United States Department of Labor study 
of the effect of the 1950 minimum wage indicates that the exemption has been 
used little if at all in the southern integrated saw and logging mills with 12 or 
fewer logging operations. In the integrated mills, the percent of exempt loggers. 
receiving below 75 cents an hour was not much more than that of the nonexempt 
sawmill workers. The report concludes that “the same rates were paid for jobs 
of comparable skills, training, experience, and responsibility whether or not 
employees were legally exempt from the minimum.” (Results of the Minimum 
Wage Increase of 1950, p. 25.) 

2. Bureau of Labor Statistics data indicate that logging workers employed in 
integrated sawmills with 12 or less logging workers have lower average hourly 
earnings than those in similar mills with over 12 logging workers. In April 


1 Wage Structure, Southern Lumber Industry, April 19538, p. 1. 
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1953, the former averaged $0.83 and the latter, $0.90 per hour. There is no 
justification for this disparity. It leads to unfair competition and should be 
wiped out by the elimination of the exemption in section 13 (a) (15). 


Fact SHEET No. 17 
LOW-WAGE INDUSTRIES PROVIDE SUBSTANDARD “FRINGE BENEFITS” 


“Fringe benefits,” consisting of premium pay, pay for time not worked and 
various nonwage benefits like pensions and insurance, have assumed consider- 
able importance in American industry. It has been estimated that the average 
cost per hour of fringe benefits in 1952 was 40.99 cents (Harvard Business Re- 
view, September—October 1954, p. 38). The low-wage industries, which would 
be most affected by the adoption of a higher Federal minimum wage, tend to lag 
behind the other industries in their fringe benefit provisions. This disparity in 
fringe benefits will not be affected by an increase in the minimum wage. No 
matter how high the minimum is, the fringe benefits will not be improved. 

1. Workers in substandard-pay industries have below-average fringe benefits 

Available data on fringe benefits of all production workers in low-wage in- 
dustries (union and nonunion) show that these workers enjoy fewer benefits 
than the average for all manufacturing. Comparison of the proportions of 
workers receiving substandard fringe benefits in the 10 low-wage industries sur- 
veyed by the Bureau of Labor Statistics in the past 3 years, with the correspond- 
ing proportions reported by the National Industrial Conference Board for all 
manufacturing companies in 1954 which tends to represent large higher paying 
industries and companies, (table I) shows the following: 

(a) Only 7.4 percent of the companies in the NICB survey provided less than 
6 paid holidays a year. The proportion of workers covered by such substandard 
practices in the low-wage industries varied from 19.1 percent in footwear to 94.1 
percent in children’s seamless hosiery. 

(b) While 17.4 percent of the companies in the NICB survey had no second 
shift premium, the proportion without this premium in low-wage industries gen- 
erally exceeded 50 percent. Only 15 percent of the NICB companies had second 
shift premiums of less than 5 cents an hour or 5 percent: in women’s seamless 
hosiery, the proportion was 58.3 percent; in synthetic textiles, 90.9 percent ; and 
in cotton textiles, 99 percent. 

(c) The proportion of companies in the NICB survey with no third shift 
premium was 21.4 percent, compared to proportions of 29.6 to 70.8 percent in 
most low-wage industries. Companies with third shift premiums of less than 
10 cents per hour or 10 percent comprised 34.6 percent of the NICB sample; in 
the three low-wage industries for which data are available, the proportions of 
workers in plants with such premiums varied from 48.3 percent in wood house- 
hold furniture (except upholstered) to 100 percent in cotton textiles. 

(a) Only 1 percent of the manufacturing companies studied by NICB had 
no provision for paid vacations. Most of the low-wage industries covered by 
BLS reports had 13 or more percent of their production workers in plants with 
no paid vacations, going up to a high of 38.5 percent in children’s seamless 
hosiery. 

(e) The NICB survey indicates that 36 percent of all manufacturing com- 
panies had no pension plan; in the low-wage industries, the proportions of 
workers in plants with no pension plan varied from 57 percent (men’s and boys’ 
dress shirts and nightwear) to 100 percent (women’s seamless hosiery). 

(f) The companies in the NICB study which failed to provide insurance or 
pension benefits comprised 13 percent of all manufacturing companies. In most 
of the low-wage industries, the proportion was over 13 percent, 6 of the 10 in- 
dustries having from 14 to 22.5 percent of their workers in plants with neither 
pensions nor insurance. 

These findings are confirmed by a ctuirrrent study of the Bureau of Labor 
Statistics entitled “The Measurement of Expenditures on Selected Items of Sup- 
plementary Employee Remuneration.” This study shows that the average ex- 
penditure per payroll hour for all fringe items in reporting manufacturing es- 
tablishments in 1953 was 32.5 cents. Plants with average hourly earnings of 
less than $1.65 spent an average of 24 cents per hour; plants with average wages 
from $1.65 to $1.89 spent an average of 35.9 cents per hour; and plants with 
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average wages of $1.90 and over, spent an average of 37.8 cents per hour for 
fringe benefits. While this BLS study is an exploratory one and is subject to 
various limitations, including the fact that the data relate only to those estab- 
lishments reporting the existence of, and data for, particular fringe benefits, 
it is indicative of the marked disparity in such benefits between low-wage in- 
dustries and manufacturing as a whole. 


2. Union plants in low-wage industries have lower fringe benefits than in high- 
wage industries 


Comparison of fringe benefits reported by the Bureau of Labor Statistics in its 
surveys of union agreements reveals the following: 

(a) Manufacturing industries with the lowest average hourly earnings have 
below-average fringe benefits (table II). In 1953, only 4 percent of the produc- 
tion workers in all unionized manufacturing plants were employed in establish- 
ments which provided less than 6 paid holidays a year; the proportion of the 
workers employed in such establishments in the low-wage industries varied from 
7 percent in furniture and fixtures and miscellaneous manufacturing industries, 
to 26 percent in the textile mill products and lumber and wood products 
industries. < 

(b) In 1952, only 18.6 percent of the production workers in union factories 
were not covered by a provision for premium pay for work on late shifts. The 
proportion of such organized employees was higher in all but one of the low-wage 
industries, with over two-thirds of the workers in leather and leather products, 
71.9 percent in furniture and fixtures, and 99.8 percent in apparel and other 
finished textile products plans receiving no shift premium. 

(c) While only 39 percent of the production workers in all union factories 
were employed in plants which provided a maximum of less than 3 weeks’ paid 
vacation in 1952, the proportion of such workers in substandard-pay industries 
varied from 75 to 100 percent. 

(d) Pension plans were provided to 78.1 percent of the unionized workers in 
high-wage industries who were covered by health and welfare programs in mid- 
1950 while only 44.2 percent of the organized workers in low-wage industries 
were covered by pension plans (table III). The proportion of unionized workers 


covered by pension plans in low-wage industries varied from 13.7 percent in 
lumber and furniture to 46.7 percent in textiles, apparel and leather. In high- 
Wage groups, the proportion varied from 51.6 percent (stone, clay and glass 
products) to 81.1 percent (metal products). 
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TABLE II.—Comparison of selected fringe benefits in all manufacturing industries 
and those with below-average level of wages * 





g Paid 

Average Pe. Ai meroad ivy | vacations— 
straight- roent of nt of | Percent of 
time pe ~ a nee Of | workers in 
Industry hourly on plants in - aod | plants with 
earnings, with less with ho maximum of 

Janoary than 6, | premium,?| !ess than 3 
1955 1953 ’ 1952 | weeks vaca- 

? | tion,* 1952 





All manufacturing 
Low-wage manufacturing industries: 


Textile-mill products 

Apeue and other finished textile products 

Leather and leather products . 36 | 

Furniture and fixtures . 53 | 

Lumber and wood products (excluding furniture) - | 58 | 
Hlaneous 


1 Fringe benefit data refer only to plants covered by union agreements. 


2 Includes plants in which contract makes no mention of shift premium; refers to plants in which contract 
provides for multiple shifts. 


3 Excludes plants in which maximum vacation pay is not stated in contract. 
Source: Bureau of Labor Statistics. 
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TaBLE III.—Proportion of workers covered by pension plans among workers 
covered by collective bargaining provisions for health and welfare pensions, 
mid-1950 (Plants with union agreements) 





Workers 
| irae by a 
y | health an cover y 
Industry group |. welfare or pension 
pension | plans 
plan 





ae e industries: | Percent 
and tobacco . 205, 000 42.4 
Textile apparel, and leather , 401, 000 46.7 
Lumber and furniture 13.7 


44.2 











—_, Mh bees amy ting nd aes 
Paper, and pu i esto. aia 2S 
chemicals, and rubber. - ._-- 











Source: Bureau of Labor Statistics. 


Fact SHEeEt No. 18 


WORKERS IN LOW-WAGE INDUSTRIES ARE ENTITLED TO HIGHER WAGES BECAUSE OF 
HAZARDOUS WORK AND RISING PRODUCTIVITY IN THEIR INDUSTRIES 


I. Many low-wage industries and occupations are among the most hazardous 


It has been argued that wage earners are being paid in accordance with the 
value of their jobs. Certainly this thesis does not conform to reality in American 
industry with respect to compensation for the hazardous nature of work. A 
number of the most hazardous industries with the worst accident records pay 
very low wages and will be among the most significant beneficiaries of the cur- 
rent proposals for raising minimum wages. Similarly, in individual plants, 
the most hazardous occupations are frequently among the lowest paid. 

The national average injury-frequency rate for manufacturing industries in 
1953 was 13.4 per million man-hours. The average hourly earnings for manu- 
facturing industries in 1953 were $1.77. Industries with earnings of less than 
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$1.45 during that year are among those most significantly affected by the pro- 
posed increases in minimum wage. 

The 7 most hazardous manufacturing industries are those with injury-fre- 
quency rates of 30 or more injuries per million man-hours. Five of these are 
definitely among the low-wage industries. They are as follows: 





Injury-fre- |Gross average 
Industry | quency rate, | hourly earn- 
| 1958 ings, 1953 





| 

(Per million | 

| man-hours) | 
76. 8 


Logging, South 12 
Sawmills and planing mills, South 2 44.3 


er Ry ae ene weccon all 38. 6 
Boat building and repairing ot - mame 36.3 | 
Wooden containers ?________. 34.0 | 
Miscellaneous wood products ? 31.7 | 
Bottled soft drinks 2 } 30. 6 


} Average hourly earnings figure is for logging workers employed by southern mills as of April 1953; this is 
representative of the annual average for southern logging workers. 

2 Industry significantly affected by proposed increases in the minimum wage. 

3 Average is straight-time rather than gross; the latter is not available. 


The next high-injury group is composed of industries with rates of 25 to 
30 per million man-hours. Of the 7 industries in this group, 2 are low-wage 
industries: canning and preserving, with average hourly earnings in 1953 of 
$1.56 and vegetable and animal oils and fats, with avearge hourly earnings 
of $1.42. 

Discrimination is practiced in our wage structure against workers in some 
of our most hazardous industries. 


IT. Productivity continues to increase in our low-wage industries 


The low-wage industries continue to display evidence of the marked increases 
in productivity that are found in other industries. The plants, methods of man- 
ufacture and managerial techniques include some of the most advanced in this 
country. 

(a) General measures of rise in man-hour productivity.—Statistical measures 
are difficult to present since the major source, the Bureau of Labor Statistics, 
has not published its basic studies in this field. Of the eleven manufacturing 
industries for which it has published estimates for the period from 1949 through 
1953, 3 are in the low-wage category and 1 contains sectors with low wages. In 
the first group are canning and preserving, in which the Bureau of Labor Statis- 
ties reports showed an increase in output per man-hour of 15.5 percent between 
1949 and 1953; the seamless hosiery industry showed a rise of 16 percent from 
1949 through 1952 though there was a drop from 1952 to 1953 due to business 
conditions ; the tobacco products industry showed a rise of 9 percent. 

In the second group of industries with some low-wage segments is the clay 
construction products industry, where man-hour productivity rose 16 percent 
from 1949 through 1953. 

The data for the confectionery industry extends from 1949 through 1951, with 
the output per man-hour rising during this 2-year period 6 percent. 

(b) Rise in man-hour output in direct productivity studies.—One of the Bureau 
of Labor Statistics studies provides information on the average man-hours re- 
quired to make a dozen men’s informal shirts from 1949 to 1951. This study 
indicates a rise of 3.9 percent in output per man-hour from 1949 to 1950 and a rise 
of 34 percent from 1950 to 1951. The total rise was 7.4 percent from 1949 
through 1951, which was one-third of the rise from 1939 through 1951. 

(c) Differences in productivity among plants in low-wage industries indicate 
opportunities for further rise —One of the distinctly important contributions to 
productivity comes frem raising the level of the less efficient plants closer to 
those of the more efficient ones. The existence of such differentials in productiv- 
ity among plants offers the opportunity for improving the wage-paying capacity 
of less efficient plants through increases in productivity. The more efficient 
plants are now enjoying a windfall in profits which is not being shared by their 
workers. A rise in the minimum wage will provide the incentive for such up- 
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grading in efficiency which has been lacking in the managements of less efficient 
plants. 
1. Men’s dress-shirt plants: The differences in man-hours required to make 


a dozen men’s dress shirts by price range were reported as follows by the Bureau 
of Labor Statistics for 1950: 





Number of man-nours re- 
quired to make a dozen 

. Number of men’s dress shirts 

Price range plants 





Low High 





4. 403 
6. 257 
6. 342 














Source: Bureau of Labor Statistics, Case Study Data on Productivity and Factory Performance, 
August 1951. 


The potential improvements in efficiency indicated in the above table would 
enable less efficient firms to offset the cost of higher wages. 

2. Men’s work shirts: A similar study of eight concerns in the men’s work 
shirt industry displayed the same disparity in productivity among the plants 
covered. The best of the producers recorded a requirement of 2.09 man-hours 
per dozen work shirts whereas the least effective plant reported 4.81 man-hours. 
The least efficient required 130 percent more man-hours per dozen shirts than 
the most efficient. The disparity was evident both in direct labor, where the 
efficient plant required 1.68 man-hours per dozen shirts and the least efficient 
required 4.20 man-hours, and in indirect labor, where the most efficient plant re- 
quired .40 man-hours and the least efficient plant required .61 man-hours. 

3. Processed food—Canned vegetables: The same disparity in efficiency is also 
evident from the study of the vegetable canning industry. In the canning of 
whole mushrooms, two plants producing comparable cans showed a substantial 


difference in man-hour requirements: One was reported as needing .288 man- 
hours per dozen of 4-0z. cans and the other, .366 man-hours. In the canning of 
peas, the five plants manufacturing comparable products had man-hour require- 


ments ranging from .084 to 336 man-hours per dozen cans. In the canning of 
asparagus, the range was from .139 to .369 man-hour requirements per dozen 
cans. In the canning of tomato puree, the range was from .552 to .579 man-hours 
per dozen cans for the two plants studied. 

4. Processed foods—Preserves, jams, and jellies: Man-hours expended per 100 
cases in eight plants varied from a low of 6.56 to 52.13. 

5. Seamless hosiery: The findings in the seamless hosiery industry reflect the 
same conclusions. In the manufacture of children’s anklets the range of man- 
hours required per dozen pairs was from .764 man-hours in the most efficient 
plant to 1.145 man-hours for the least efficient plant. In the manufacture of 
men’s half-hose the range for the three plants which were studied was from a 
low of .611 man-hours per dozen pairs to a high of .739 man-hours, In the manu- 
facture of men’s slack hose, the range was from .525 man-hours per dozen pairs 
in the least efficient plant to .654 man-hours in the most efficient plant. 

6. Women’s dress shoes: Man-hours expended per pair varied from .525 to .604 
in 2 plants producing shoes in the $4 to $6 a pair retail price range; from .998 
to 1.136 in 5 plants making $7-$15 a pair shoes ; and from 1.86 to 2.321 in 5 plants 
producing shoes in the $12.50-$35 a pair price range. 

7. Men’s dress shoes: Man-hours expended per pair of low-price shoes varied 
from 0.7279 to 1.0105 in three plants, from 0.5815 to 1.2360 in five medium-price 
plants, and from 1.3757 to 1.7918 in five high-price plants. 

8. Wood furniture: Man-hours required per unit varied from 0.77 to 1.505 
in three chair-producing plants; from 4.672 to 9.479 in three table-producing 
plants; and from 2.471 to 5.746 in four bed-producing plants. 

9. Men’s bib overall and work jackets: Man-hours required per dozen bib over- 
alls varied from 3.80 to 5.45 in six plants while five work jacket plants required 
from 2.89 to 4.88 man-hours per dozen. 

10. Fertilizer: Man-hours required per ton for the manufacture of superphos- 
phate varied from .469 to .850 in four plants and the mixing, bagging and shipping 


of eon required from 2.080 to 3.285 man-hours per ton in the three plants 
stu . 
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(d) Specific technical developments in the low-wage industries.—Further to 
illustrate the advanced technologies and modernity of the plants in the low- 
wage industries, we are submitting in the attached appendix I descriptions of 
the technical equipment of several plants. First is a series of descriptions of 
plants in the needle trades appearing in 1953, 1954, and 1955 issues of The 
Needle’s Eye, the organ of the Union Special Machine Co. of Chicago, one of 
the largest manufacturers of industrial sewing machines distributed to all 
branches of the industry. The plants covered by these descriptions are as follows: 

1. T. S. Lankford & Sons, Abilene, Tex.—trouser manufacturer. 

2. Klear-Knit, Inc., of Independence, Va.—manufacturer of men’s knitted 
sport shirts and children’s pullovers. (Started in 1947.) 

3. Itawamba Manufacturing Co., Fulton, Miss.—manufactures boys’ sport 
shirts. (Started February 1948.) 

4. Valley Mills, Vicksburg, Miss—manufactures animal feed—(bag depart- 
ment), (new mill in October 1952). 

5. Blue Bell, Inc., Miss. (eight plants)—manufacturers of work garments. 

6. Enterprise Manufacturing Co., Enterprise, Ala.—manufactures sport shirts. 
(Started 1946. ) 

7. March Manufacturing Co., Prattsville, Ala.—manufactures men’s and boys’ 
knitwear. (Started January 1954.) 

8. Oneita Knitting Mills, Andrews, S. C.—manufactures underwear. (The 
Utiea, N. Y., plant has since been closed. ) 

9. Saluda Corp., Saluda, 8S. C—manufactures men’s shorts. (Started in 1943.) 

The above statements on the efficiency and up-to-date nature of equipment and 
work surroundings indicate specifically the advanced nature of technology and 
management in the low-wage southern apparel industry. 

We are submitting as appendix II an article from The Wall Street Journal of 
April 13, 1955, entitled, “Canning Economy: Price Resistance Spurs Cost-Cut 
Drive in Fruit and Vegetable Packing.” This article details some of the inno- 
vations being introduced in this industry. It also indicates that the canners are 
extending their labor-saving devices to displace hand labor in the harvesting 
and packing of crops, thus increasing productivity sharply. 

In the southern lumber industry, which would be most affected by an increase 
in the minimum wage, the Bureau of Labor Statistics reports that “recent trends 
in southern operations * * * reflect a greater use of power chain saws for 
falling and bucking trees and the continued replacement of horses and mules 
with tractors for moving the logs in and from the woods” (BLS, Wage Structure, 
Southern Lumber Industry, April 1953). 

The plants of the wood furniture industry, another low-wage group, have been 
described by the Bureau of Labor Statistics as “highly mechanized.” In its 
Case Study Data on Productivity and Factory Performance study for wood 
furniture (November 1954) the Bureau makes the following comments: 

The high level of productivity achieved in the wood-furniture industry in the 
United States is largely due to the use of high-speed general and special-purpose 
machinery for all operations ranging from the sawing of rough lumber to the 
finishing of the furniture piece; highly specialized operations; extensive use of 
conveyors; and the industry’s ready acceptance of new methods * * * 

Wood-furniture manufacture in the reporting plants, all in Southeastern 
United States, is highly mechanized. In the “rough end’ operations, rough 
lumber is taken off hydraulic lifts which bring it to work table level for planing 
to approximate dimensions by high-speed machines * * * Belt conveyors are 
used extensively to transport the lumber from one woodworking machine to 
another in the rough end mill. In the finish mill where the furniture parts are 
moulded, shaped, joined, and trimmed, some of the machines are fed automati- 
cally, whereas other machines which are dual purpose, saw and bore a part in 
one operation. In the cabinet room, the pieces are glued and assembled with the 
aid of floor and bench-type, air-operated clamps to speed the operation. 

The adoption of mass production techniques has contributed substantially to 
a reduction in unit man-hour requirements. Each woodworking machine is 
manned by an operator who performs a specific operation on the furniture part 
such as moulding, trimming, or boring. He then passes the part to the next 
machine operator who performs his specific operation on the part and who in 
turn passes the part.to the next machine operator, etc. Finishing rooms are 
inarked by wide use of conveyors. Furniture placed on a conveyor moves auto: 
matically through such finishing operations as spraying with finishing coats and 
drying in heated chambers. In several of the reporting plants the rubbing opera- 
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tions are performed as the furniture piece moves along on a conveyor to the 
packing department. 

“The wood-farniture industry has ‘been quick to accept improved methods of 
manufacturing. Extensive use is being made of the new quick-setting resin 
glues in making veneered panels. High-speed gluing machines, utilizing either 
hot platens or high-frequency electric current to set the glue, enable a plant to 
produce core stock for veneering in a matter of seconds. In the finishing room, 
furniture is sprayed with fast-drying lacquers and then force dried in ovens 
to reduce drying time to a few hours.” 

The Bureau of Labor Statistics case study of the processed foods (preserves, 
jams and jellies) notes that “an important factor contributing to high produc- 
tivity has been the effort to improve plant layout and equipment. Since 1946, 
some of the plants studied in this report have improved the layout of their 
processing lines, and rearranged their machinery and equipment to reduce ma- 
terials handling to a minimum, to make it easier to shift their production among 
different products. Changes in plant layout often result when new machinery 
or materials-handling equipment are purchased. This is particularly true 
when equipment such as conveyor belts, chutes, overhead monorail conveyors, 
or other types of fixed materials-handling equipment are installed. New proc- 
essing equipment has also been purchased and installed by some the the plants; 
others plan to install similar equipment. Competition and the necessity for 
reducing costs are the motivating factors that cause plants to seek methods that 
will increase production per man-hour and reduce costs, and thus allow them 
to maintain their competitive position.” 

The efficiency of the fertilizer manufacturing industry, which is primarily a 
materials-handling process, has been described in the BLS case study of that 
industry as being derived from “an extensive system of conveyors, elevators, 
and mobile materials-handling equipment * * * operation simplification has 
been achieved by combining 2, 3, or 4 operations into a single automatic se- 
quence with the aid of automatic weighing hoppers, chutes, and conveyors.” 

These descriptions illustrate the fact that many of the low-wage industries 
in the United States are operated on the basis of an efficient and advanced tech- 
nology and the that management and labor of these industries are highly pro- 
ductive. 


Fact SHret No. 19 


JOBS IN LOW-WAGE INDUSTRIES REQUIRE SUBSTANTIAL EDUCATION AND VOCATIONAL 
PREPARATION 


Analysis of the schooling and specific vocational preparation required for 
workers to fill typical productive jobs in the low-wage industries reveals that 
substantial education and training are generally needed. These include the jobs 
peculiar to the industry and do not take into account the regular custodial 
maintenance, powerplant material moving, clerical, professional and technical 
occupations found in a plant. The following are the commonly required school- 
ing and training periods in selected low-wage industries : 





General Specific 
education | vocational 
Industry and job — of| prepara- 
tion, 


| schicoling) '| months? 





Food and kindred products: 
Soft-drink powder mixer 4 
Bh Sa irre onic dsb ates ndh dxbbe bic cbswdguuwecee Jaded vesdecéinee : 


Almond-paste mixer 
Rescate emery) 
Cooker fondan 

To manutactres 





Roller, hand 
Roller, vacuum tube 
Toby maker 


See footnotes at end of table. 
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| General Specific 
| Scucatton vocational 


Industry and job (number of 


| years’ 
| schooling) ! 








| 

Textile-mill products: 

Knitting-machine operator (underwear) ‘ 

Knitting-machine operator (full-fashioned hosiery) 

Knitting-machine operator (seamless hosiery) 

Cloth ribber (knit fabric) 

Foot inspector (hosiery) - 

Dosnane taemer Wemmney MONNNY)...- 2... oe Se cel, 

Stocking sample machine operator 

Weaver (Jacquard loom) 

[i i oactueanternbe-beerr HE atte IE aie eran “ila | 

TIE Sg ones oe bode paling he = canteteccmepamanencasenk 

Beiibed GUI) ios oii wo ih Sw esd esn lek elec rw cb dwitin des edi wossncdee 


Cloth grader ____. 
Mender (cloth) Vea Pee G 
Hosiery mender -.--.---.---.--------------- Be seid bdenee oe a 
Boarder (hosiery) -- 
Returned stocking repairer : 
Apparel and other finished textile products: 


NT EN Goo ota sadn cum okededaeendibhbabesk subapical san sskihe sees a 
Lapel baster 

Clothing examiner 
Garment inspector 
Finisher, hand 

Pattern cutter 

Collar pointer. _-.-.--- 
Folding-machine operator -- 
Sewing-machine operator 
Garment mender 
Open-work mender 
Sample stitecher 


Needle straightener 
Seam steamer 

Lumber and wood products: ; F 
Band head saw operator (sawmills and pests oe shieaiaie wel 
Circular head saw operator (sawmill and planing mills) _................-... 
Shingle sawyer (sawmills and planing mills) 
Puncher (sawmills and planing mills) : 
Spindle carver (sawmills and — | BPE RRR ES RE 88 PR .| 
Router operator (sawmills and planing mills) .._...........-.----.-...----... 
Pony-planer operator (sawmills and planing mills) 
Wicker worker 
Basket assembler 
Basket inspector 
Hat-block maker } 
he a... 2s inti tain tite ceare taeda tctiine=<palenw Giedinn vantebtinwe 
Last turner... --.-....-.---------------------- 2-2 enone nnn nnen anne - 2-2 === 





ee measurer 
Veneer layer 
Composition-cork man 
Metal screen and weather-strip man 
Box inspector 
Boxmaker, wood 
Box repairer 
End rounder (wooden boxes) 
Gouger (wooden boxes) 
Riveter (wooden boxes) - 
Set-up machine operator (wooden boxes) 
Shaker repairman (wooden boxes) . 
Stapler operator (wooden boxes) ........-...-------.---- -shchageeiaiietabaitahd oie A 1 § 
Fertilizers: 
Fertilizer-plant operator | 24-48 
Chamberman 12-14 12-24 
7-10 1-3 
7-10 1- 3 
10-12 6-12 








! Schooling eupicpionts representing those aspects of education which contribute to the worker’s reasoning 
development; ability to follow instructions; acquisition of language and mathematical skills. 

? Amounts of time required to learn the techniques; acquire information; and develop the facility needed 
for average performance. 
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Facr Sueet No. 20 


HIGH PROFIT RATES WILL ENABLE AMERICAN INDUSTRY TO ABSORB INOREASE IN 
MINIMUM WAGE 


The profits earned by American industry, as reported by the United States 
Department of Commerce, amounted to $60.9 billion in 1954, $35 billion by cor- 
porations and $25.9 billion by unincorporated businesses and professional pro- 
prietors. The maximum annual cost of an increase in the Federal minimum 
wage, under present coverage, will be as follows: 

Millions 

of dollars 
90-cent minimum 
$1.00 minimum 
$1.10 minimum 
$1.25 minimum 


As explained in detail in fact sheet No. 12, the above estimates of the maxi- 
mum annual cost of the proposed increases overstate the actual cost. This over- 
statement is due to the nature of the available data, i. e., the apparent down- 
ward bias in the sample employed by the Bureau of Labor Statistics in estimat- 
ing the distribution of factory workers by average hourly earnings ; the exclusion 
of shift premiums from the earnings data in spite of the fact that such premiums 
are included in the regular rate under the wage and hour law; the inclusion of 
uncovered workers, apprentices, learners and handicapped workers in the BLS 
data; and the failure to reflect wage increases since April 1954 in the data. 

After correcting the maximum annual cost of the proposed increases for the 
above deficiencies, the effect of the proposed new minimum wages would be 
to raise annual payrolls in covered employment by the following amounts: 


Millions 
of dollars 





90-cent minimum 
$1.00 minimum 
$1.10 minimum 
$1.25 minimum 


The use of 1954 profit data in computing the impact of higher minimum wages 
tends to overstate the effect of the proposed increases since profits last year were 
unusually low and the results for the first quarter of 1955 indicate that the profit 
total for this year will be substantially higher. This is apparent from the fol- 
lowing data published by the United States Department of Commerce: 








Profits of American industry, 1950-55 
[Billions of dollars] 





Unincorpo- 
rated business 
Corporations | and profes- 
sional pro- 
prietors 





-OnmIweoO 








! Preliminary estimates by Council of Economic Advisers; seasonally adjusted annual rates. 





I. Costs of wage increases are smail fraction of 1954 profits in affected industries 


the basis of available data on profits for 1954 it is evident that the in- 
creases in cost required by the proposed minimum wages will comprise very small 
fractions of profits in the affected industries. Since information on unincor- 
porated income is not available on an industry basis, we have employed the 
corporate profit data for manufacturing industries published by the Federal 
Trade Commission and Securities and Exchange Commission as the basis for esti- 
mating total profits in each industry in which corporations account for more than 
80 percent of the value added by manufacture (table 1). This procedure neces- 

634898—55——37 
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sitated the omission of the apparel and lumber industries from the tabulation 
as unincorporated enterprise account for a substantial portion of the value added 
by manufacture in these industries (more than 25 percent of the volume). 

The maximum cost of the 90-cent minimum would absorb less than 4 percent 
of 1954 profits in all of the manufacturing industry groups for which information 
is available, except leather and leather products, where the proportion is 7.9 
percent. 

The $1 minimum, at a maximum, would account for less than 3 percent of 1954 
profits in 8 of the 12 manufacturing industries, including such low-wage in- 
dustries as food, where the increase would absorb 2.6 percent of profits, and 
tobacco, where the proportion is only 1.5 percent. In three additional industries, 
the proportion of 1954 profits accounted for by the proposed increase is less than 
10 percent (textiles, 9.4 percent; furniture, 6.8 percent, and miscellaneous, 6.1 
percent). In only one industry would the cost of the $1 minimum be more 
than 10 percent of 1954 profits (leather, 18.9 percent). 

The maximum cost of the $1.10 minimum would account for less than 5 percent 
of 1954 profits in 8 of the 12 manufacturing industries, including food (4.8 per- 
eent) and tobacco (2.7 percent). Of those absorbing more than 5 percent, 2 
are between 10 and 15 percent (furniture, 13.0 percent, and miscellaneous, 12.8 
percent) ; 1 is at 22.2 percent (textiles) and 1 at 36.2 percent (leather). 

The $1.25 minimum would require, at a maximum, increases in cost of less 
than 10 percent of profits in 8 of the 12 industries, including food (9.4 percent) 
and tobacco (5.7 percent). Two of the remaining industries would absorb less 
than 30 percent of profits (furniture, 28.2 percent, and miscellaneous, 27.9 per- 
cent) ; one, 56.2 percent (textiles) and one, 70.9 percent (leather). 


II. There is little relation between profit rates and average wages in American 
industries 


The contention that the low-wage industries operate on narrow profit mar- 
gins—and are therefore not in a financial position to absorb a substantial in- 
crease in the minimum wage—is not borne out by a study of available industry 
profit-and-wage data. Comparison of individual profit rates and average hourly 
earnings for manufacturing and nonmanufacturing industries reveals that there 
is no consistent relationship between rates of profit and wages. Many low-wage 
industries have above-average profit rates and, conversely, many high-wage 
industries have below-average profit rates. The latter have been stabilized at 
these higher wage levels. The low-wage industries with high profit rates reflect 
res ges desire to repress workers and their success in withholding wage 
nereases. 

A. Manufacturing industries—Comparison of profit rates and average hourly 
earnings in the 35 manufacturing and construction industries for which com- 
parable information is available for 1953 (table II) reveals wide disparities in 
wages among industries earning approximately the same rate of profits: 

1. Industries with median ratios of profits (after taxes) to tangible net worth. 
of less than 5 percent had average hourly earnings varying from $1.14 to $1.97. 
The industries in the lowset profit rate category were as follows: 





Median ratio 
of profits after | Average hourly 
taxes to tangible earnings 
net worth 





a - 
Hosiery 3.63 
Curtains, draperies 4.01 
Clothing, men’s and boys’ 4.81 











2. Industries with median ratios of profits (after taxes) to tangible net worth 
from 6.5 up to 8 percent had average hourly earnings varying from $0.96 ta 
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$1.94. Illustrative of the extremes in wages among these industries are the 
following: 








| Median ratio 

| of profits after | Average hourly 
\taxes to tangible earnings 

| net worth 





Agrenioots implements and machinery 


Shirts, underwear and pajamas, men’s 
Overalls and work clothing 





3. Industries with median profit ratios from 8 up to 9.5 percent had average 
hourly earnings varying from $1.33 to $2.10. The following are examples of 
the industries in this profit category : 


j 
Median ratio 
of profits after | Average hourly 
\taxes to tangible earnings 
net worth 











4. In the profit class from 9.5 up to 11 percent of net work, which includes 
the average rate of return for all manufacturing corporations (10.37 percent), 
are to be found in industries with wages substantially above and below the 
average hourly earnings for all manufacturing industries ($1.77) : 





| Median ratio 

| of profits after | Average hourly 
taxes to tangible earnings 

net wort 








Percent 
Automobile parts and accessories 10. 09 
Chemicals, industrial 10. 09 
Drugs 10. 42 
10. 20 


$2. 
1, 
1, 
1, 














5. Industries with median profit rates from 11 to 12.5 peréent had average 
hourly earnings varying from $1.66 to $2.34. The bedsprings and mattresses 
industry earned profits of 12.30 percent of net worth, yet its average wage of 
$1.66 was well below the all-manufacturing average of $1.77. On the other hand, 
steel structural fabricators had a lower rate of return (11.89 percent) and 
much higher average hourly earnings ($1.89). 

6. In the industries with the highest profit rates (12.5 percent or more), 
average hourly earnings varied from a low of $1.88 in machine shops to a high 
of $2.32 for integrated petroleum operators. 

It is particularly significant for consideration of the effects of higher minimum 
wages to note that a number of low-wage industries, which would be substan- 
tially affected, earned higher profit rates than high-wage industries, which would 
hardly be affected by the new minimum. Thus the following low-wage indus- 
tries enjoyed returtis of 6 percent or more on net worth: confectionary, 7.82 
percent ; cotton cloth mills, 6.55 percent; furniture, 8.47 percent; knitted outer- 
wear, 8.62 percent; overalls and work clothing, 7.16 percent; men’s shirts, un- 
derwear and pajamas, 7.29 percent; men’s, women’s and children’s shoes, 7.26 
percent; fruit and vegetable canners, 6.97 percent; soft drink and carbonated 
water bottlers, 7.71 percent. 

On the other hand, the following high-wage industries earned less than 6 
percent of net worth: men’s and boys’ clothing, 4.81 percent; women’s coats 
and suits, 3.52 percent; paints, varnishes and lacquers, 5.67 percent. 
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In addition it should be noted that the manufacturing industry group which 
would be most affected by the adoption of a higher minimum wage (logging 
camps and contractors and sawmills and planing mills) had an above-average 
corporate profit rate for the latest year covered by the Internal Revenue Service’s 
Statistics of Income. This industry had a ratio of corporate profits before 
taxes to compiled receipts in 1951 of 11.06 percent; the average ratio for all 
manufacturing corporations was 9.75 percent. 

B. Nonmanufacturing industries.—The lack of relation between rates of profits 
and wages is also evident in the nonmanufacturing industries. Comparison of 
the ratios of corporate profits (before taxes) to corporate receipts, and average 
hourly earnings in the 23 nonmanufacturing industries for which comparable 
information is available for 1951 (latest year reported), reveals the following 
(table IIT) : 

1. Industries with corporate profit rates of less than 5 percent of compiled 
receipts (before taxes) had average hourly earnings varying from $0.96 to 
$2.31. The industry with the $0.96 average wage (laundries, cleaners and dyers) 
had a higher profit rate (3.31 percent) than the following industries, each of 
which had substantially higher wages: 





Ratio of profits 
before taxes | Average hourly 
to compiled earnings 

receipts 





Percent 
Anthracite mining 


Construction—general building contractors 
Wholesale trade 

Local railways and bus lines 

Automotive and accessories dealers 

Food and liquor stores 

Apparel and accessories stores 








po pope geno pe 
BIRSSSS 
rere 


RSSSRBE8 





2. Industries with corporate profit rates from 5 up to 10 percent of compiled 
receipts had average hourly earnings varying from $0.82 to $1.98. The lowest- 
wage industry (hotels and other lodging places) had a higher profit rate (6.03 
percent) than 2 of the 4 other industries in the 5-10 percent category: general 
contractors, except building, with 5.47 percent profit and $1.98 average hourly 
earnings; and department stores and mail-order houses, with 6.01 percent profit 
and $1.17 average hourly earnings. 

3. In the two industries in the 10 up to 15 percent profit class, the range of 
average hourly earnings was from $1.49 to $1.95. It will be noted that wages 
in the high-wage industry in this profit class (crude petroleum and natural gas 
production, $1.95) were lower than the high-wage industry in the 5-10 percent 
class (general contractors, except building, $1.98) and substantially lower than 
four industries in the lowest profit category (less than 5 percent) : 


Special trade contractors 
Bituminous-coal mining 
Anthracite mining 

General building contractors 


4. In the four industries with profit rates in excess of 15 percent, the range 
of average hourly earnings was from $1.49 to $1.73. The highest-profit industry 
(mining of copper, lead, zinc, etc.), with a profit of 27.11 percent of compiled 
receipts had average hourly earnings of $1.73, which was substantially lower 
than those of the four industries listed under (3) above (all in the lowest profit- 
rate category) and well below the average of the following industries : 














Ratio of profits 
before taxes | Average hourly 
to compiled earnings 

receipts 





Percent 
General contractors, except building 5. 47 $1. 98 
1, 95 


Crude petroleum and natural gas production 14. 63 
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TABLE I.—Percent of 1954 profits accounted for by maximum increase in annual 
payrolls in specified manufacturing industries to effectuate higher minimum 
wages 








| 
| | Estimated 
ie ee | $0.90 mini-| $1 mini- | $1.10 mini- | $1.25 mini-| profits be- 
— mum | mum | mum mum fore taxes, 


1954 ! 


| 





Millions of 
dollars 

22, 779 

2, 037 

336 


361 
177 


1, 449 
5, 251 
127 
3, 197 
1, 899 
3, 187 
451 
297 


. ll : engages 5 3: “ 
Food - 


Tobacco... - 

Textile mil] products _- 

Furniture and fixtures_- aT 

Paper, printing, publishing and allied | 
industries ?__ __ 

Chemical products of petroleum ‘and coal_- 

Leather and leather products | 

Primary and fabricated metal products.- 

Machinery (excluding electrical) _..---. -- 
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Transportation equipment -- ------| 
Instruments and related products. eee | 
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Miscellaneous manufacturing industries 4__ 


> 
& 





1 Estimated’ by raising 1954 corporate profits by the ratio of tota] value added by manufacture to the 
value added by manufacturing corporations in 1947. 

2 Newspaper profits are not included. 

3 Less t reent. 

4 Ordnance pro ts are included. 


Source: Increases in Annual Payrolls—CIO Fair Labor Standards Committee Fact Sheet No. 12: 
Profits— Federal Trade Commission and Securities and Exchange Commission; see footnote 1 above. 
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TABLE II.—Comparison of profit rates and average hourly earnings in specified 
manufacturing industries, 1953 





profits after 
taxes to net 
worth ! 


Ratio of 
| 
| 





Percent 
All manufacturing 2 10. 37 


Agricultural implements and machinery 7. 24 
 ~ ne parts and accessories 10. 4 
7.7 
ee and mattresses 12. 30 
Bolts, screws, nuts and nails 10. 01 
Breweries 6. 89 
Chemicals, industrial 

Clothing, men’s and boys’ 

Coats and suits, women's 

SS ESS SY EERE RECS See “Se olaeeene sve on 
Cotton cloth mills. 

Curtains, drapes, and bedspreads. 

Dresses, rayon, silk, and acetate 
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Machine shops 

ere f industrial _ 
provisions, packers 

Metal stampings 

Outerwear, ted 

Overalls and work clothing 

Paints, varnishes, and lacquers 
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Paper boxes 
Petroleum, integrated operations 
Printers, 


= 


job 

Shirts, underwear and pajamas, men’s 
Shoes, men’s, women’s and children’s 
Soft drink and carbonated water bottlers 
Steel structural fabricators 
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SSRI SsVessssees 


_ 











1 Median ratio, except for the all-manufacturing to’ 

2 Ratio of total profits to total net worth of ee caine corporations. 

3 Includes motor vehicles and bodies. 

4 Bolts, nuts, washers, and rivets. 

8 Weighted a average of industrial inorganic chemicals ($2.01) and industrial orgrnic chemicals ($1.97). 

6 Men’s and boys’ suits and coats. 

7 Women’s.suits, coats, and skirts. 

8 Cotton, silk, synthetic fiber broad-woven fabric mills. 

4 Cortains, draperies, and other housefurnishings. 

1%® Women’s dresses. 

1! Tron and steel foundries. 

2 Canned fruits, vegetables, and soups. 

8 Furniture and fix fixtures. 

4% Weighted average of hand tools ($1.80) and hardware ($1.82). 

18 Weighted a of full-fashicned ($1.52) and seamless ($1.10). 

1% Lumber and wood products (except furniture). 

17 General industrial machinery. 

18 Average for July 1953 onteding premium pay for overtime and late shift work (from BLS Report 
No. 51, Wage Structure: Work Clothing). 

® Pulp, paper and paperboard mills. 
Source: Profit Ratios—Dun & Bradstreet, Inc., except ratio for all manufacturing industries, which is 


from Federal Trade Commission and Securities and Exchange Commission. Average Hourly s— 
Bureau of Labor Statistics. 
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TaBLe II1I.—Comparison of corporate profit rates and average hourly earnings of 
production workers in specified nonmanufacturing industries, 1951 





Ratio of profits 
| before taxes 
to compiled 
receipts, cor- 

porations 


Average hourly 
earnings 





Percent 


PPM 
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Sitatnione ant and | lignite minin 
Crude petroleum and nat gas production (excluding contract 
services) 
Nonmetallic mining and quarrying 
Constructi*n: 
Construction, general building contractors 
Special trade contractors 
General contractors, excluding building 
Public utilities: 
railways and bus lines 
Telephone 
legraph 


ge 
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Retail trade: 
General merchandise stores 


Food and liquor stores 

Automotive and accessories dealers 

Apparel and accessories stores 

Building ——— —"y hardware supplies stores 
Service and miscellan: 

Hotels and other lodging places 

Laundries, cleaners, atu 


SSRILa SaRss 
wie se 











* 
2S prepPaem wBehy grpepo 


£8 





1 Weighted by employment of component industries. 
2 Excludes gold and silver, 


Sources: Profit ratios computed from Internal Revenue Service data: Average hourly earnings, Bureau 
of Labor Statistics. 


Fact SHeet No. 21 


REBUTTAL, AND ANALYSIS BY SOLOMON BarkKIN, Director or CIO Farr Lasog 
STANDARDS COMMITTEE, TO AND OF THE May 18, 1955, STATEMENT OF THE 
SOLICITOR OF THE UNITED STATES DEPARTMENT OF LABOR TO THE SUBCOMMITTEE 
OF THE SENATE COMMITTEE ON LABOR AND PUBLIC WELFARE ON AMENDMENTS 
TO THE Farr Lasor STANDARDS ACT 


The following analysis and comments are in reply to testimony filed on May 
18, 1955, by Stuart Rothman, Solicitor, United States Department of Labor, 
before the Subcommittee on Labor of the Senate Committee on Labor and Public 
Welfare. 

The Solicitor’s statement exaggerated the impact of the proposed rise in the 
minimum rate. The statistics he cited were not representative of the very 
considerable body of data bearing on this subject which has been published by 
the Department of Labor. 

This presentation by the Department failed to give a rounded picture of the 
social and economic implications of low wages in our economy. 

Completely ignored was the glaring phenomenon of the devastating effects of 
low-wage fringe competition on entire industries which might otherwise achieve 
& substantial measure of stabilization at a more satisfactory level of wages and 
profits. 

The Department of Labor utterly ignored the public declaration of many 
nanufacturers (and in some segments of industry of the most of the companies 
involved) favoring substantial increases in the statutory wage as a means of 
mitigating the worse forms of cut-throat competition. 

Even more shocking was the Solicitor’s failure to point out the helplessness 
of workers in low-wage industries. He refused to point to their inability to 
bargain for decent pay scales. 
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The Solicitor magnified isolated cases where there could be a potentially high 
impact from the increased minimum wage. He failed to give due emphasis on 
the overwhelmingly greater body of data demonstrating that the $1.25 rate could 
he readily absorbed with little or no difficulty. 

This is the first time in its history that the Department of Labor has assumed 
the role of advocate for substandaard wages. 

Irreparable harm has been done to the reputation and standing of the De- 
partment by the Solicitor’s amazing depreciation of the value of the budgetary 
studies of the Bureau of Labor Statistics. Said Mr. Rothman, in belittling the 
budgetary data, ““* * * they do not offer arithmetical formula.” 

Mr. Rothman actually “smeared” the general economic series of the Depart- 
ment on “changes in national income, aggregate of corporate profits, average 
wages for all manufacturing and estimate trends in productivity. * * * they 
do not offer a direct measure of what can be done with the minimum wage in the 
setting of the forces, economic and other.” 

Rothman’s statement of May 18 dismisses such relevant factors as individual 
productivity. He makes the amazing declaration that data on this vital point 
are lacking, although dozens of volumes have been issued in recent years by the 
Department for which he was speaking. 

Apparently, Mr. Rothman felt he had to resort to rhetoric to soften the attack 
he was making on the proponents of a higher minimum wage. There are, he 
said, “no extraordinary favoring circumstances for an increase in the minimum 
wage.” 

Rothman asserted that the only test of what the minimum should be is “the 
impact measured in 1950” which should constitute “the utter limit for (current) 
sound recommendation and decision.” 

Whether he so intended or not, Rothman simply ignored the statements of the 
President of the United States, plus those of Secretary of Labor Mitchell, both 
of whom cited rises in the cost-of-living and general economic factors as justi- 
fication for their recommendations for legislative enactment to raise the present 
75 cents to 90 cents per hour. 


Comparison of 1950 and current impacts is misrepresented 


Even as respects the comparison of the impact of the 1950 increase to 75 cents 
and the effect of the current proposals the Solicitor has not been fair or objective. 
His statement deals only with four industries: Southern sawmills; seamless 
hosiery ; men’s dress shirts and nightwear; and work clothing. These employ a 
total of some 358,000 persons. In contrast, representatives of the last two indus- 
tries appeared before the committee advocating a $1 minimum. Individual seam- 
less hosiery manufacturers have written to their Congressmen urging similar 
action. 

The Solicitor overlooked the fact that the measure of impact must be related 
to the whole range of industries and not merely to four arbitrarily selected ones. 


OMITTED REFERENCE TO DOWNWARD BIAS OF 3 CENTS 


In the second place, the Solicitor makes no reference to the written statement 
he submitted on behalf of the Department of Labor, which aknowledged that 
there is a downward bias of at least 3 cents an hour in the distribution study 
as compared to the Bureau of Labor Statistics monthly and industry wage reports. 
Since the distribution study provided the data on the expected impact of higher 
minima, which affected the Department’s judgment, a correction for the down- 
ward bias would radically reduce its estimates of the impact of the higher 
minima. This omission is further evidence of the meager factual and intellectual 
support for the administration’s position. 


DIRECT IMPACT OF WAGE INCREASES 


The direct impact of the wage increases can now be more carefully evaluated 
as a result of the greater measure of agreement reached between the estimates 
submitted in the CIO fair labor standards committee fact sheet No. 12 and the 
Department’s estimates contained in the Solicitor’s submission. (Exhibit C of 
his original testimony.) We are in agreement that the following corrections 
need to be made in the basic data: 

(a) The Bureau of Labor Statistics in commenting on CIO data, took no excep- 
tion to the correction made for learners, apprentices, handicapped workers and 
low wages of uncovered workers. 
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(b) In its evidence on May 18, the Department of Labor agreed with the CIO 
that the premiums other than overtime, which includes the shift differential, 
would amount to “about 2 cents an hour.” 

(c) The Bureau of Labor Statistics deals at length with the “differences be- 
tween averages of hourly earnings in manufacturing and for specified manufac- 
turing industries.” There is complete agreement between the CIO and BLS that 
the “overtime premium pay averages approximately 5 cents per hour.” The re- 
maining issue centers about 5 cents’ difference in averages. The BLS concludes 
that “the real statistical difference between the two figures then, aside from dif- 
ferences in definition, is approximately 3 cents.”” The 3 cents therefore, reflects 
a downward bias in level of wages reported in the distribution study which must 
be corrected in order to aline the results of this study with the level reported in 
the monthly series. For present purposes we shall accept the estimate of the 
BLS that the difference in levels is 3 cents. 

(d) Finally, there has been a rise in the straight-time average hourly earnings 
between April 1954 and April 1955 of 4 to 5 cents. The rise for the durable goods 
manufacturing industries was 5 cents (from an adjusted average hourly earn- 
ings of $1.85 to $1.90) and in the nondurable goods manufacturing industries of 
4 cents (from an adjusted average hourly earnings of $1.62 to $1.66). The same 
magnitudes of increases are reported by the Bureau of Labor Statistics for the 
nonmanufacturing industries. 

In view of the above it is apparent that in addition to the correction in our 
original submission for inclusion of learners, apprentices, handicapped workers, 
and low wages of uncovered workers, the other corrections consist of a 1-cent 
difference in plant averages to account for shift differentials, the 3 cents adjust- 
ment for the difference in levels between the distribution study and the monthly 
reports and for a 4 to 5 cent adjustment to account for the straight-time average 
increases granted since April 1954. In all they amount to between 8 and 9 cents 
per hour. To assure the most conservative estimate we have assumed that the 
understatement due to the need for the above corrections (exclusive of the cor- 
rection already made for inclusion learners, etc.) would be approximately 5 cents 
in the wage levels under $1.25. This procedure was followed in order to avoid 
any doubts about the propriety of the final results. 


NEW ESTIMATES 


After making this correction we arrive at the following estimates of the impact 
of the higher minima: 


Taste I.—Number and percent of covered employees affected and increase in 
payroll cost resulting from higher minimum wage rates, May 1955 





99-cent $1 mini- | $1.10 mini- | $1.25 mini- 
minimum mum 





1. Number affected: 
(a) Uncorrected 1, 122, 000 
(6) Corrected for inclusion of uncovered groups 


, 436, 
(ec) Corrected for (6) and for other deficiencies !_. : 


099, 
, 557, 


2. Percent of covered employees affected: 
(a) Uncorrected overt 
(6) Corrected for inclusion of uncovered groups_- 
(c) Corrected for (6) and for other deficiencies As) 


Percent 
20.0 








18.5 
16.0 


Millions 
$2, 0 





(0) Corrected for inclusion of uncovered groups-.- 
(c) Corrected for (5) and for other deficiencies '_- 


4. An#iwal itterease in payroll cost per dollar of payroll: | 
(a) Uneumested 
(b) Corrected for inclusion of uncovered groups. - 
(¢) Corrected for (6) and for other deficiencies !_- 








! Corrected for overestimation due to exclusion of shift differential from hourly earnings in BLS surveys; 
discrepancies between BLS distribution study and its industry and monthly earnings reports; and wage 
increases since April 1954. 


Secretary Mitchell in his testimony before the committee indicated that 1.3 
million covered workers were receiving less than 75 cents in 1949. This number 
constituted 6 percent of the 21 million covered workers, and not 5 percent as is 
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often suggested. (Incidentally, the study for manufacturing industries for July 
1947 showed 10.4 percent of the employees below 75 cents as compared with 6.6 
percent in November 1948. A similar reduction has taken place between April 
1954 and May 1955 which the Secretary had not taken into account.) 

After the corrections noted above we find that the number of persons cur- 
rently covered who will be affected by a 90-cent minimum would be 691,000 or 
3.1 percent of the covered employees. The annual payroll cost, on the assumption 
of 2,000 hours of work per year, would be 0.2 percent; a $1 minimum would 
affect 1,271,000 workers, or 5.7 percent of the covered employees, increasing the 
annual payroll by 0.4 percent; a $1.10 minimum would affect 2,137,000 or 9.6 
percent of the covered employees, increasing the annual payroll by 0.9 percent; 
and a $1.25 minimum would affect 3,557,000 workers or 16 percent of the covered 
employees, increasing the annual payroll by 2.1 percent. 

Considering the present affected coverage, a minimum wage of over $1 would 
have an equivalent impact to that experienced in 1950. 


1950 INCREASES NO CRITERIA FOR CURRENT SITUATION 


But we do not believe that the modest 1950 increase provides us with the sole 
criterion for the current rise in the minimum wage. The impact of the 75-cent 
minimum was relatively small. Moreover, it has had the effect of increasing the 
lag in wages of the low-wage industries as compared with the wage trends in 
other industries. This gap must be narrowed rather than be permitted to in- 
crease. Even as we are discussing this problem, new wage increases are impend- 
ing in major American industries of from 5 to 15 cents, in which the low-wage 
industries are not likely to share unless there is legal action to compel the 
laggard industries to make long-overdue adjustments. 


Comparison of 1950 and current impact for selected industries 


Unlike Secretary Mitchell, who dealt with the overall impact, the Solicitor has 
introduced distortions by focusing on the likely effect on four individual indus- 
tries. An examination of exhibit C submitted by the Solicitor, indicates that 
these are the industries with the highest impact. Emphasis on these groups is 
designed to distort the outlook by dwelling on the few industries with the largest 
increases. They are not typical. They are the exception and a small exception 
they are. They are the industries in which the workers have been least effective 
in raising wages. Interestingly enough, as we have already noted, manufac- 
turers in two of these industries have testified for the $1 minimum and individual 
manufacturers of a third have also appealed for such minima to their Senators. 

(a) In considering the individual industries we are amazed at the Depart- 
ment’s attempt to overdraw the magnitude of the impact. With respect to work 
clothing, with an employment of 66,000 persons, the estimates are built upon a 
survey for July 1953. Wages have since risen in this industry.. (An exact 
measure is not available since the monthly BLS report has no equivalent indus- 
trial classification.) Moreover, the BLS survey obviously was not designed for 
the present calculation. It reports that even in July 1953, 3.4 percent of the 
employees in the industry were earning less than 75 cents, indicating the inclu- 
sion of a substantial number of uncovered workers. It is likely that immediately 
after the application of the 75-cent minimum, there was a larger proportion of 
employees under 75 cents. The Solicitor testified that there was “an enormous 
increase in the demand for learner certificates permitting rates below the mini- 
mum.” Consequently, any estimate which assumes that all employees would be 
brought up to the full amount of the new minimum is unjustified. 

The impact of both of these factors, increased since July 1953 and the con 
tinued exemption of learners, apprentices, and handicapped workers, would no 
doubt reduce the direct impact on the number of employees affected by 10 percent. 

The Solicitor ignores the unfair competition between the higher-paying plants 
and those which continue to observe merely the letter of the law. The former 
are entitled to more support than the group which has resisted improvements. 

(b) A second small industry selected for special attention is men’s and boys’ 
dress shirts and nightwear, employing 89,000 in May 1954, when the survey 
was made. In estimating the impact, the Solicitor accepts this survey but 
omits the fact that even in that year 1 percent of the employees were earning 
less than 75 cents and that in November 1950 at the time of the previous study, 
the proportion under 75 cents was 3.8 percent, indicating the fact that an in- 
crease in the minimum. does not immediately affect all employees. The survey 
for May 1954 reports straight-time average hourly earnings of $1.09 per hour. 
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The BLS monthly report shows average hourly earnings for this industry for 
May 1954 as $1.14; even after adjustment for overtime premium, the average 
was $1.14, a discrepancy of 5 cents over that of the distribution survey, indicating 
2. substantial downward bias for which correction in the estimate of impact 
must be made. Here again, the necessary correction would lower the number 
affected by a higher minimum by 7 to 9 percent of the total. 

(c) In the seamless hosiery industry, the Solicitor reported on the men’s di- 
vision, but he failed to report on the women’s division, which is covered by the 
same survey. In the March 1950 survey of this industry 2 percent of the em- 
ployees were under 75 cents as compared with 1.3 percent in November 1952. 
Second, it should be noted that in this industry, practically all mills operate on 
2 shifts and more than two-thirds of the workers are in mills with 3 shifts; 
for both second and third shifts differentials are being paid to workers in 
mills employing some one-third of the employees. These earnings, of course, 
would be credited toward meeting the requirements of the minimum wage law. 
Third, the adjusted average hourly earnings in the seamless hosiery industry 
as a whole have risen from $1.07 in November 1952 to $1.15 in February 1955, 
which represents an 8-cent increase which would have to be taken into account 
in computing the current impact. Fourth, an adjustment should be made for 
the discrepancy between the level of earnings reported in the November 1952 
cistribution study and in the regular monthly series; the average for the entire 
seamless hosiery industry shown in the distribution study is $1.01 and the 
adjusted average in the monthly report is $1.09, a disparity of $0.08. The over- 
all effect of these four adjustments, i. e., employees who will remain under the 
new minimum, the shift differential, the rise in the average hourly earnings since 
November 1952, and the discrepancy in the averages, would be to reduce the 
numbers affected by a higher minimum by some 12 to 14 percent. 

(It is important to note that as of November 1952, the report for women’s 
seamless hosiery division indicated an average of $1.20 as compared with the 
men’s hosiery average of $1.02.) 

(d) In the case of southern sawmills, we have a repetition of the same inclina- 
tion to exaggerate the effect of a higher minimum. First, we may note that even 
as late as April 1953, 1 percent of the employees in the southern sawmills were 
earning less than 75 cents. In March 1950, the proportion was 8 percent. Cer- 
tainly we can expect a repetition of this pattern of adjustment. Secondly, the 
distribution survey reports that the straight-time average hourly earnings were 
86 cents. In contrast, the monthly report on earnings shows adjusted average 
hourly earnings (adjusted for overtime premium) of 97 cents. Third, there has 
been a rise in the adjusted average hourly earnings for southern sawmills dur- 
ing this period from 97 cents in April 1953 to $1 in February 1954, a rise of 3 
cents. These considerations suggest that the effect of the higher minimum will 
be significantly modified, possibly by reducing the numbers directly affected by 
as much as 15 to 17 percent of the employees. 

These analyses are indicative of the extent to which the Solicitor’s estimates 
exaggerate the potential impact of the proposed minimum wages. 

We call the committee’s attention to CIO Fair Labor Standards Fact Sheet 
No. 12, appendix table 3, which compares the averages for most of the indus- 
tries listed in the Solicitor’s ‘able C-6 with adjusted average hourly earnings 
reported in the regular monthly series for that same date. 


Solicitor’s evaluation of economic conditions in January 1950 is unreal 


Instead of dealing fairly with the conditions prevailing in January 1950, the 
Solicitor attempts to convey the impression that conditions were “relatively 
favorable to adjustment.” Moreover, there is constant reference to the “his- 
torical accident of war inflation following the initiation of the minimum wage” 
which minimized the problems of adjustment. Actually, conditions in January 
were not so favorable. As a matter of fact, only a slight improvement had 
taken place in the industrial production index from the low of the third quarter 
of 1949, when it was 173 (1935-39 equals 100). The index for the fourth quarter 
was 173, and it was at 179 in January 1950. The real pickup took place at the 
end of the second quarter of 1950 and after July when the Korean conflict broke 
out. Wholesale prices in January 1951 were at low levels, as indicated by the 
fact that the BLS wholesale price index was 151.4 for January 1950 having de- 
clined from 160.7 in January 1949 (1926 equals 100). 

With respect to the lumber industry, it should be noted that new construction 
activity was substantially lower in the first quarter of 1950 than in the last 
quarter of 1949, totaling $5,115 million compared to $6,095 million in the previous 
quarter. The present high level of employment, profits in industry and optimism 
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provide a sound foundation for an immediate rise in the minimum wage. The 
President had desisted from making a recommendation in 1954 because he 
favored more advantageous economic conditions. Certainly his present pro- 
posal for an increase in the minimum indicates that the administration which 
the Solicitor represents believes such advantageous conditions now prevail. 


Other comments on the 1950 adjustment 


In marked contrast to the general approach presented by the Solicitor, the Sec- 
retary had the following to say about the 1950 adjustment: “The Department's 
studies show that a satisfactory adjustment to the 75-cent adjustment was made. 
The 75-cent rate resulted in substantial increases in the wages of low-paid workers 
but business was able to absorb the increases without undue effect on employ- 
ment opportunities and business mortality.” 

The Solicitor dwells upon the difficulties of adjustment in the Louisiana cane 
sugar industry, in the 1950 season, which he attributes to the 75-cent minimum. 
Compare this with what the report of the Department of Labor says on this 
score: “By October 1950, their first grinding season after the higher rate took 
effect, sugar prices had risen because of the Korean development and the in- 
dustry was able to absorb the 75-cent wage. Nevertheless, there was some job 
elimination at several of the mills because of laborsaving changes made to offset 
the higher statutory wages. * * * These changes included the shipment of raw 
sugar to refineries in loose bulk rather than in sacks, the elimination of some 
positions by combining job stations and reducing yard and mill cleaning crews, 
and the greater use of small tractors for hauling purposes” (Results of the 
Minimum-Wage Increase of 1950). 

The Solicitor selects the specific illustrations but the Department of Labor 
concludes that a study of the specific cases which reported hardship were small 
in number “when compared to estimates of the Division of 21 million persons 
covered in 1950 by the minimum wage provisions of the act and of 1.3 million 
employees receiving direct pay increases because of the minimum wage increase 
in that year.” 

The Solicitor comments that there was a “marked bunching of wage earners 
at or just above the minimum” and concludes that this condition “suggests the 
difficulty of the adjustment to the 75-cent rate.” All it really reflects is the 
ability of employers in these low-wage industries to get away with making ad- 
justments which comply with the letter of the law, which requires compliance 
only with the 75-cent minimum. 

In his analysis of the indirect effects, the Solicitor ventures a hypothesis which 
is hardly comprehensible and, if his meaning has been understood correctly, is 
certainly unfounded. He declares that “the relative size of the indirect wage- 
bill increase may be progressively greater as the direct impact decreases for any 
area in which the direct wage-bill increase represents a significant cost impact.” 
If he means that the indirect wage bill increases in areas of any industry largely 
affected by the law as the direct impact decreases, his hypothesis is unfounded. 
Certainly, it is refuted by the conclusion reached in the above-quoted Depart- 
ment of Labor report, viz, “the shift of workers from below 75.cents an hour was 
accompanied by a marked employment concentration at or very near the 75-cent 
level. This was especially true in southern sawmilling, fertilizer, and wood- 
furniture activities where time rates form the basic pay system * * * on the 
whole (employers) did not try to maintain wage spreads between low-, middle-, 
and high-wage occupations. * * * In men’s dress shirts and nightwear and in 
men’s seamless hosiery, the situation was modified by the prevalence of the 
piece-rate mode of payment. * * * But even in these industries * * * lower 
level earnings were increased relatively more than higher level ones with a 
consequent percent reduction in spreads between them” (p. 10). For further 
details, see CIO Fair Labor Standards Committee Fact Sheet No. 9. 


The Solicitor and BLS have reached unfounded conclusions on price trends 
for low-income groups 

The Solicitor concludes that “the cost of living has risen at about the same 
rate for the low-income families as the general index, and perhaps a lesser pro- 
portion.” This position is presumably founded on the memorandum prepared 
by the BLS. However, the memorandum filed by Mrs. Wickens at the hearing 
provides no basis for such conclusions. 

The memorandum concludes, first, that a reweighting of the prices according to 
the weights for a low-income budget for the period from January 1950 to March 
1955 would result in an increase of 14.1 percent as against 13.6 percent for the 
moderate income groups covered by the consumer price index. 
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But the BLS knows very well that this is not the issue. The problem is not 
that of reweighting the components of the index. Rather the issue centers on 
whether the price trends of goods bought by the lower income groups have been 
different than the trends for the moderate income group. 

In the past all authorities have agreed upon an affirmative response to this 
question. It has been commonly observed that on the rise, the trend has been 
greater for the low-income groups and on the decline it is likely to be less steep 
for the low-income groups. This position was fortified by the special study re- 
ported by the CIO fair labor standards committee and from which the ratio of 
1.4 to 1 was obtained and the actual 1.25 margin of adjustment was secured. 
(See CIO Fair Labor Standards Committee Fact Sheet No. 15.) The signifi- 
cant fact, as shown in previous submissions, is that fhe above estimates were 
derived from a survey which showed the same rise in food and rent for the 
low-income groups and the moderate income groups. But the differences in 
price trends for the other commodity groups was most marked. The reason for 
the difference is the disparity in the types of goods bought. We have pointed 
this out in our letter of May 12, 1955, to the committee which was a supplement 
to our fact sheet No. 15. 

In commenting on the CIO submission, the Bureau of Labor Statistics acknowl- 
edges that it is in no position to analyze price trends for lower income groups. 
It declares that “these special calculations of price changes for low-income 
families * * * do not take into account the fact that different qualities and 
types of goods are often purchased by low-income families and that they often 
live in different types of housing. * * * Price data do not exist either for 1950 
or for 1955 for types or qualities of goods not priced for the consumer price index 
and hence no account can be taken of this factor.” 

In face of this admission and in view of the fact that the principal cause for 
a difference in the price index for these_two groups is the difference in the types 
of goods and services they secure, it is nothing short of fantastic for the BLS to 
conclude that the movement of the price indexes for the two groups would be 
similar. 

This position by the Solicitor and the BLS is in fact even more questionable 
since the BLS in its 1953 revision raised by about 7 percent the average income 
level represented by the families which the consumer price index covers. The 
Labor Advisory Committee protested this upgrading of the income level but 
gained no satisfaction and failed in its attempt to have the budget priced for 
low-income groups. We cannot believe that this upgrading move should be 
emptoyed to reach such unfounded conclusions. 

Apparently, the BLS has not recently examined the emergency budget surveys, 
and has therefore unjustifiably concluded that the important consideration 
accounting for the difference in price trends was the differential movement in 
food price. We call attention to table A of the supplement to Fact Sheet No. 
15 to indicate that the source of the difference must be found in the varying price 
trends in the other goods. 

The Solicitor alleges that there was a 1949 repricing of the WPA budget. 
I do not believe there was such a repricing. The BLS may have employed the 
reweighting technique, using its regular price series in the manner in which 
it has proceeded in the present memorandum, But I do not believe it made a 
new survey through the pricing of goods purchased by the low-income families. 

We urge that in face of all of the evidence available that there is a differential 
price movement for low-income groups and in view of the prevailing conviction 
that such is the fact, that the adjustment urged by the CIO be adopted. We 
have no current data to measure the precise amount, It is for that reason that 
we pared down the adjustment found for the period 1935 to 1944 from a ratio 
of 1.4 to 1.25. We believe that the latter is a safe adjustment factor. 


Other comments on the Solicitor’s statement 


1. The Solicitor dismisses budgetary studies as a guide because they don’t 
provide an arithmetical formula. But actually they have been regularly used 
in the past in this manner, They have been used specifically to determine mini- 
luum-wage rates. ; 

2. The Solicitor contends that there are “no suitable data * * * for measur- 
ing productivity in the affected industries and firms.’”” We have submitted in 
CIO Fact Sheet No. 18 a listing of the information published by the BLS on 
productivity changes in the following low-wage industries: Canning and pre- 
serving, seamless hosiery, tobacco products, clay construction products, confec- 
tionery, men’s informal shirts. Detailed productivity data on a plant basis 
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are available for the men’s dress shirt, men’s work shirt, processed food, seam- 
less hosiery, men’s and women’s dress shoes, wood furniture, overall, and 
fertilizer industries. 

If the Department would only peruse its own printed literature it would find 
mounds of additional information in available publications. Some of these 
have been itemized in Fact Sheet No. 18. They relate to all branches of the 
needle trades, lumber, canning, and wood-furniture industries, We have also 
submitted data on the textile industries. These point to the significant con- 
clusion that productivity increases have taken place in the low-wage industries 
and the workers have not shared in these advances. 


NO EVIDENCE FOR GENERALIZATION ON PROFITS 


3. No evidence is presented in support of the sweeping generalization that 
low-wage industries tend to operate on small-profit margins or the break-even 
point or that the small-profit margin industries tend to pay low wages. All 
of us know of small-profit industries which pay high wages. We shall submit 
a more detailed analysis to point up the facts on this subject. 

4. The Solicitor is concerned with the impact of higher minimum wages on 
the low-cost segments of an industry, but he has expressed no solicitude for 
the economic security of establishments of fair employers in an industry whose 
economic security is undermined by the low-wage employers. He expresses no 
eoncern for the mills and plants which have closed by reason of this unfair 
competition. He is not alarmed at the migration of plants to low-wage areas, 
This indifference to the lot of the fair-minded employer is unmatched in the 
annals of the United States Department of Labor. 

We are disturbed by the present supplemental statement because thereby the 
Department of Labor has forfeited its responsibility of leadership in the promo- 
tion of the interests of labor. Instead of helping the subcommittee to reach a 
balanced conclusion on the highest minimum which can be adopted, it has 
arrayed a biased and incomplete statement of selected facts and contentions 
designed to overstate the effects of higher minima without presenting the vital 
human and economic facts in support of raising the economic sights of our 
society. The Department in this unprecedented submission has made it more 
difficult for the members of Congress to frame a course designed to advance 
the lot of the underprivileged, unorganized, and repressed workers who are 
unable to effect improvements in their own plight through their own bargaining 
power. Instead of helping to right the imbalance in the labor wage system 
created by the unequal bargaining powers of employer and workers in our low- 
wage industries, the Department’s statement overdraws the difficulties confronted 
by a limited and selected group of employers who are undermining the fair- 
labor standards in their own industries. 


TEXTILE WORKERS UNION OF AMERICA, 
New York 8, N. Y., June 14, 1955. 
Hon. GraHam A. BARDEN, 


House Office Building, Washington, D. C. 

My Dear CoNGRESSMAN BARDEN: I am enclosing a copy of the report by the 
Legislative Reference Service on the Fair Labor Standards Act. I refer to it in 
my statement. 

I believe that the record on the subject will be much enriched by the inclusion 
of the enclosed report submitted to the Congressional Record by Congressman 
Patterson on March 31, 1955. 

Very truly yours, 
Sotomon BARKIN. 


(The statement referred to is as follows :) 


Report ON A MINIMUM WAGE RATE Survey 


(Extension of remarks of Hon. James T. Patterson, of Connecticut, in the House 
of Representatives, Thursday, March 31, 1955) 


Mr. Patterson. Mr. Speaker, I ask unanimous consent to have printed in the 
Appendix of the Record a copy of a document entitled “What Wage Floor Would 
Be Necessary To Protect Connecticut’s Great Industrial Labor Force Against 
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the Migration of Industries From the State?” which was prepared by Dr. Sar A. 
Levitan, an outstanding economist on the staff of the Legislative Reference Serv- 
ice, Library of Congress. 

I requested the Legislative Reference Service to conduct this survey with a 
view of determining what national minimum wage floor should be established in 
order to protect Connecticut’s industrial labor force from runaway industries 
migrating to labor market areas of surplus labor supply, indecent wages, and 
substandards of living. 

The Legislative Reference Service, of course, makes no recommendations. 
Consequently it would be unfair to read into this study any support or opposition 
to any specific proposal for the modification of the Federal minimum wage law 
now pending before Congress. This study is based upon a comprehensive survey 
and an objective analysis of the facts. I commend Dr. Levitan for his excellent 
presentation of a vital economic problem. 


I hope that this factual study will be of benefit not only to me but to other 
Members of the House: 


WHat WaGE FLoor Wovutp BE NEcEssARY To Protect CoNNECTICUT’s GREAT IN- 
DUSTRIAL LABoR Force AGAINST THE MIGRATION OF INDUSTRIES FROM THE 
STATE? 


(Prepared by Dr. Sar A. Levitan) 
MINIMUM-WAGE LEGISLATION TO DATE 


Minimum-wage legislation in the United States dates back te 1912, when the 
Commonwealth of Massachusetts passed the first State minimum-wage law. 
Since then more than half the States have enacted minimum-wage legislation. 
Twenty-three of the thirty States and Territories with minimum-wage legisla- 
tion have limited their coverage to women and/or children. Twenty-two States, 
most of them in the South, have no minimum-wage laws. 

Two of the seven States that have extended the protection of their minimum- 
wage laws to men as well as women have a statutory minimum-wage rate of 75 
cents an hour. These two States are Connecticut and Massachusetts. Connecti- 
cut was the first State to set a statutory minimum equal to the current Federal 


rate. Besides these two cases, State coverage has been largely limited and 
statutory minimum wages comparatively low. 
The Federal Government entered the field of minimum-wage legislation with 


the enactment of the National Industrial Recovery Act codes. In 1938 it passed 
permanent minimum-wage legislation with a 25-cent minimum that became effec- 
tive in October 1938. This minimum was increased to 30 cents a year later, 
and during the war a 40-cent minimum became effective. The floor on wages 
was further increased to 75 cents in the beginning of 1950. 


THE CASE FOR MINIMUM-WAGE LEGISLATION 


The justification for minimum-wage legislation is twofold: 

1. It attempts to raise the standard of living of those who are at the bottom 
of the economic ladder and tries to provide these with a minimum standard of 
living. 

2. Minimum-wage legislation recognizes that the existence of low wages tends 
to debase the living standards of workers enjoying higher wage levels and acts 
as a drag upon the economy. Substandard wages, in the words of the Fair 
Labor Act, constitute an unfair method of competition in commerce and inter- 
feres with the “orderly and fair marketing of goods and commerce.” 

The Fair Labor Standards Act declares it to be the policy of the United States 
to try to correct as rapidly as practicable the depressing effects that sub- 
standard wages exert upon the overall wage structure. This is to be accom- 
plished, however, without substantially curtailing employment or the earning 
power of those individuals inyolved. 


REGIONAL WAGE DIFFERENTIALS 


Minimum-wage legislation normally affects directly only a small percentage 
of wage earners—those at the bottom of the economic ladder. It apparently has 
not appreciably reduced wage differentials among the several sections in the 
country or among different occupations. 

Detailed regional information on wage distribution is available for manufac- 
turing. Data published recently by the Bureau of Labor Statistics reveal that 





566 AMENDMENT TO INCREASE THE MINIMUM WAGE 


in April 1954, there were in the United States some 1,282,000 production workers 
in manufacturing whose hourly earnings were less than $1 an hour, while.more 
than double that number were earning less than $1.25 an hour. One ‘Out of 
every five production workers engaged in manufacturing in the northeast were 
earning less than $1.25; in the South a comparable percentage was 50 percent. 


TABLE 1.—Zstimated cumulative distribution of production workers in manufac- 
turing industries by straight-time average hourly earnings, United States and 
regions, April 1954 
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TABLE 2.—Estimated cumulative percentage distribution of production workers 
in manufacturing industries by straight-time average hourly earnings, United 
States regions,’ April 1954 
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1 Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 

* The regions used in this study include: Northeast: Connecticut, Maine, Massachusetts, New Hamp- 
shire, New Jersey, New York, Pennsylvania, Rhode Island, and Vermont; South: Alabama, Arkansas, 
Delaware, District of Columbia, Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North 
Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia; Middle West: 
Illinois, indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, South 
Dakota, and Wisconsin, Far West: Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico 
Oregon, Utah, Washington, and Wyoming. 

3 Less than 500 workers or 0.05 percent. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C., February 1955. 





Average hourly rates in manufacturing disclose similar wide differentials. 
Bureau of Labor Statistics data reveal that average hourly earnings for pro- 
duction ‘workers in manufacturing was $1.85 in February 1955. The average 
hourly rates for States ranged, however, from a high of $2.22 per hour in Oregon 
to $1.20 in Mississippi. The comparable rates in Connecticut was $1.85, New York 
$1.88, and in Pennsylvania $1.86. The average hourly rates in the New England 
States ranged from $1.44 in Maine to $1.85 in Connecticut. Representative 
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rates in the Southern States were $1.20 in Mississippi, $1.27 in North Carolina, 
$1.3hin Georgia, and $1.44 in Virginia. 

The average hourly wage differential in manufacturing between the average 
rate for the United States, and most of the Southern States ranged between $0.40 
and $0.60. The hourly rate in Connecticut whose average rate was the same as 
for the country at large, was more than 50 percent higher than in Mississippi. 

The average rates may, however, be misleading. The industrial mix in the 
several regions differs widely and low average in the South is due mostly to 
the concentration of low-wage industries in that area. Studies by the Department 
of Labor comparing wage rates in similar occupations and industries disclose 
a-much- lesser. differential. To illustrate, in 1952 wages rates for maintenance 
workers—7 selected skilled jobs—in Hartford, Conn., were higher than 5 out 
of 10 communities surveyed in the South, but lower or equal to the rates paid in 
the other 5 communities. Rates for unskilled warehouse workers, however, were 
lower in every southern city surveyed than in Hartford. The differential ranged 
between 10 and 35 percent. 


IMPACT OF WIDE REGIONAL WAGE DIFFERENTIALS 


The migration of industry to low-wage regions has created the anomalous 
situation of the existence of depressed areas in the midst of national prosperity 
and plenty. The low-wage areas, in order to perpetuate their economic ad- 
vantages, have also pursued a consistent policy of keeping out unions in order 
to retain their low labor cost advantages. A recent Wall Street study (February 
17, 1955) surveying the growth of industry in the South, quoted a spokesman for 
the South Carolina Development Board: 

“We-don’t encourage any company to come into the State if it’s going to bring 
a union with it. Our people don’t want unions. They are individualistic and 
don’t want outsiders telling them what to do.” : 

Joseph A. Fox, of the Washington Star, reached a similar conclusion in a 
series of articles (March 31 to April 4, 1955) on migration of industry to the 
South. He seems to agree with the conclusions of a leader ia Gaston County, 
Ala.: “Unless there is a radical change in sentiment, the mills down here will not 
be unionized in 20 years.” 

The insidious influence of competition among regions and localities is clearly 
illustrated by a letter from a mayor in a small southern town to a New England 
manufacturer : “Then our wonderful labor, 98 percent native born, mostly high- 
school graduates, with lower average hourly industrial wage rates, 6 to 49 cents 
below other Southern States, and from 50 cents to 95 cents below Northern 
States,” It shows that competition for new industry is not limited between 
low’ and high wage areas, but that some communities resort to undercutting 
neighboring towns, which already are victims of low-wage.rates and substandard 
living conditions. 


NEED FOR HIGHER MINIMUM-WAGE LEGISLATION 


The need for higher minimum wages is brought into sharper focus by the recent 
district court decision barring the Secretary of Labor from setting minimum 
wages on a nationwide basis, under the Walsh-Healy Act. This law requires 
contractors on Government jobs to pay minimum wages prevailing in the locality 
for the type of work involved. The Secretary of Labor determined that a single 
minimum wage would prevail for the cotton-textile industry. Separate wage 
minima for each labor-market area would result in systematic discrimination 
against high-wage areas. Wide wage differentials in the same industry among 
the several regions would tend to concentrate all Government contracts in one 
area, and indirectly make the Government a party in encouraging substandard 
wages. 

It should be stressed that increasing the minimum wage would not effectively 
limit the competitive forces within the economy. Labor costs account only for 
about a third of total manufacturing cost and the substandard rates form only 
a minute fraction of total costs in American industry. Substandard wages do 
not appear to be a proper factor in a dynamic, free, and competitive American 
enterprise system. 

All people of good will welcome the economic opportunities that new industry 
is bringing to the people of the South. Defense needs make industrial disper- 
sion desirable. National welfare would, however, require that industrial dis- 
persion should bring with it the blessings of our high standards of living to all 

63489—55——_38 





568 AMENDMENT TO INCREASE THE MINIMUM WAGE 


the sections of the country. Sound economic growth for the Nation as a whole 
cannot depend upon “runaway” industry from high-wage areas which reestab- 
lish the same business on a substandard wage level elsewhere. 

The Congress in the Fair Labor Standards Act has established the policy of 
Federal responsibility to help eliminate substandard wages. The President in 
his last economic report endorsed this concept when he declared that minimum- 
wage laws can assist the comparatively small number of workers who are at 
the fringes of competitive labor markets. Our experience with minimum-wage 
legislation would seem to bear out the contention that this type of legislation 
ean be an effective means of raising substandard wages. Six years ago when 
Congress was debating the increase in the minimum-wage law from 40 to 75 
cents an hour, opponents of the increase claimed that this would mean an end 
to the economic and industrial growth in the newly developing areas. Obvi- 
ously, these dire predictions did not materialize. The contrary was the fact. 
The areas that were most sharply affected by the minimum-wage increase 
enjoyed a greater growth in manufacturing employment than the rest of the 
country. 

IMPACT OF 1950 MINIMUM WAGES 


The Department of Labor conducted a number of studies on the economic 
effects of the 75-cent minimum-wage legislation. A summary of these studies 
was published in the March 1955 issue of the Monthly Labor Review. The 
studies disclose that any dire consequences that the opponents of minimum-wage 
legislation anticipated in 1949 did not materialize. The formal release of the 
Department of Labor (January 12, 1955) stated categorically the increase in 
the minimum wages to 75 cents an hour in January 1950 had only minor effects 
on employment. 

The survey concentrated in studying the effects of the minimum-wage increase 
on five low-wage industries: Southern sawmilling, fertilizer, men’s dress shirts 
and nightwear, men’s seamless hosiery, and wood furniture. In each of these 
industries substantial proportions of the employees were receiving less than 
75 cents an hour in 1949. The immediate increases in average hourly earnings 
exceeded the statutory requirements, because some increases were given to em- 
ployees whose hourly rates were above 75 cents in order to retain historical 
differentials, though the higher minimum did cause a market narrowing in 
occupational differentials. It is, however, significant that the minimum-wage 
legislation affected some employees to whom the minimum wage did not apply. 
A considerable proportion of the fertilizer producers were engaged in intra- 
state commerce only, and were, therefore, exempt from the new minimum-wage 
law. About half of the employees in the intrastate plants were receiving less 
than 75 cents an hour in 1949. By 1950 the proportion of those receiving less 
than 75 cents dropped to 29 percent. “This suggests,” according to the Depart- 
ment of Labor study, “a significant, indirect effect of the minimum wage on 
the employees in plants when the minimum did not apply in an industry pre- 
dominantly subject to the law.” The wage increase had no effect upon employ- 
ment, which remained stable. The study concludes that industry displayed 
a very high degree of adjustment to the increased minimum wage. 

The Department of Labor asserts that the overall effect of our minimum- 
wage legislation has been “to improve the position of the employees involved 
by increasing earnings in the affected industries, and that the relative improve- 
ment was substantially maintained.” But in the absence of minimum-wage 
pressure the relative earning position of the low-paid industries has tended 
to worsen. The experience during the last few years seems to further support 
this conclusion. Wages in the above-mentioned 5 low-paid industries has tended 
to cluster just above the 75-cent minimum. During the same period average 
wages in manufacturing have increased by about 30 percent. 

It would be fair to conclude from these facts that in the absence of a new 
higher minimum wage the earnings of employees at the bottom of the economic 
ladder will tend to stagnate. “4 


DETERMINATION OF A PROPER NEW MINIMUM WAGE 


Granted that a new Federal minimum wage is desirable, there remains the 
question what a proper and equitable minimum wage would be at this time. 
The President recommended a 90-cent minimum as appropriate and consistent 
with overall economic considerations at this time. In arriving at this con- 
clusion the President apparently considered only the increase in cost of living 
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since the 75-cent minimum was enacted. It appears, however, that current 
economic conditions could support a higher minimum wage. 

The brief review of the impact of the 75 cents minimum wage in 1950 indi- 
cated that even the lowest paying industries could absorb that minimum 5 years 
ago. 

The determination of a new minimum wage to become effective probably in 
1956, would have to consider not only the increases in cost of living, but the 
rise in productivity during the 6 years since thé last minimum wage became 
effective. Furthermore, the economy in general is now in a much stronger 
position than it was 6 years ago. 

An equitable minimum wage law, which would take into consideration, 
increases in cost of living and rise in productivity (at an annual rate of 3 
percent), would justify an immediate minimum hourly wage rate of about $1.05. 
Adoption of this minimum would require wage increases to about 10 percent 
of the manufacturing production workers in the United States. Adequate data 
for other groups are unavailable. The Department of Labor data indicate that 
1,656,000 workers in manufacturing, or 13.2 percent, were actually receiving 
rates below a $1.05 in April 1954. But increases granted since than (average 
for the country about 5 cents) would reduce the ratio of those directly affected 
to about 1 out of 10. 

But an hourly rate of $1.05 is still insufficient to provide a family, or even a 
single person, with an income necessary for a minimum decent standard of 
living. Such a wage would also continue to exert a downward drag on the 
country’s wage structure. Most union contracts call for a higher starting 
rate. The minimum wage should therefore not be allowed to stagnate at $1.05 
an hour. Increased wages should stimulate management and labor to increased 
efficiency and production. The minimum wage might accordingly be increased 
to $1.15 effective 1 year after the $1.05 becomes effective. The Secretary 
of Labor should be allowed sufficient funds to study closely the impacts of the 
new wage minima and report the findings to Congress. If no serious difficulties 
are encountered, the minimum wage would go up to $1.25 by January 1958. 

Ample support seems to exist which would justify the belief that American 
industry would be able to absorb the higher minima. Prof. Lloyd G. Reynolds, 
of Yale, averred that available data support the conclusion that economic 
adjustments necessitated by minimum-wage increases, can be made through 
increases in the efficiency of workers, management, and equipment: 

“Indeed, it was mainly the effects of minimum-wage legislation which caused 
economists to realize the higher wages need not mean higher costs and prices, 
but might mean increased efficiency instead. Before the enactment of minimum- 
wage legislation there have usually been dire predictions of ruin by employers 
in low-wage industries, prophecies of closed plants, and mass unemployment. 
These predictions seem never to be. realized; one comes along a few years later 
and finds these industries flourishing as well as before. Investigation usually 
reveals that the answer is a general overhaul of equipment and methods which 
enables employers to carry on profitably at the higher wage levels.” 


CURRENT COVERAGE 


Some 24 million wage and salary workers out of a total of about 44 million 
(excluding Government employees, Government executive and professional em- 
ployees) are covered by the minimum wage provisions of the Fair Labor Stand- 
ards Act. Almost two-thirds of those covered are in manufacturing. Trans- 
portation, communication, and utilities accounts for about 3.5 million persons. 
The balance are engaged in mining, wholesale trade, finance, construction 
and selected retail trade and services. 

About 20 million wage and'salary workers are not protected by the minimum 
wage provisions of FLSA. Almost a third of these are engaged in industries 
which are normally considered interstate commerce, but are exempted by specific 
provisions of the act (section 13). Farm workers, employees in retail trade and 
outside salesmen account for 5 out of 6 of those specifically exempted from 
coverage. Some 14 million wage and salary workers are not engaged in inter- 
state commerce, as defined in the Fair Labor Standards Act, and are subsequently 
not covered by their Fair Labor Standards Act. Persons engaged in retail 
and wholesale trade account for almost half of this group. Domestics and con- 
struction workers each account for about an additional 2 million. Services and 
related industries for some 3 million. A detailed breakdown by industry group 
of the present coverage of the FLSA and those employees who are exempt from 
the provisions of the act are presented in table 3. 





570 AMENDMENT TO INCREASE THE MINIMUM WAGE 


TABLE 3.—Coverage and exemptions under the Fair Labor Standards Act, 
employment as of September 19538 * 


[Thousands] 





| 
Employees covered 


| 
| Exempt | 
from mini- | Subject to 
mum wage | minimum 
and over- | wage pro- 
| time pro- | visiens 
visions 


a | rote! | Employees 

> clascificati atal em- \not covered 

Industry classification | ployment | (intrastate 
| activities) Total 





Total, all industries -- 





Manufacturing, total _.-| 46, 181 | «6 | CG, 045 | ~~ 597 | 





Food and tobacco products__-_--_- 1,773 . 727 197 
Textile, apparel, and leather produc ts 2, 696 2, 689 35 
Lumber, furniture, and wood products_| 1, 127 ; 120 
Paper, printing, publishing, and allied | 

industries___- 4 |. ‘ a 72 
Chemicals, rubber, and related prod- | 

ucts. , | } . 42 
Stone, clay, and glass products ee. 7 
Metal an related products__-_-_- : PME OPIS a 109 
Miscellaneous emeeenenttiiens indus- | 

tries_- oS aS i atcinlel i 
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Construction. ---_........-- . 
Wholesale trade 
Retail trade . 
Finance, insurance, and real estate 
Transportation, communications, and util- | 
ities__.- Fast 
Miscellaneous industries, n.e.¢__- 
Agriculture, forestry, and fisheries - 
Domestic service 


: 





— = a 


ah ad 


a5 sie 











1 Proprietors, self-employed persons, and unpaid family labor totaling approximately 12 million persons, 
6 million Government employees, and 4 million executive, administrative, and professional employees are 
excluded. Personnel of the Armed Forces are also excluded. 


Source: U.S. Department of Labor. 


DETERMINATION OF NEW COVERAGE 


It is assumed that the present provision to pay wages below the required mini- 
mum to handicapped workers and learners will continue in effect. 

In addition, the present act leaves some-20 million (nonexecutive, administra- 
tive, or professional) employees in private industry outside the scope of‘ the 
present minimum-wage legislation. Almost a third of these are offered some 
protection by State laws, though in some cases the applicable minimum is below 
50 cents an hour. Undoubtedly a considerable proportion of those now exempt 
from coverage are most in need for minimum-wage protection. For example, 
average hourly earnings of employees in general merchandise stores in Septem- 
ber 1953 was $1.12, in laundries the average was 99 cents. Undoubtedly these 
groups will benefit indirectly from an increase in the Federal minimum-wage 
law, though the “trickle down” effects may not be sufficiently effective to raise 
the standard of living of those employed in the low-wage industries. It is, how- 
ever, highly improbable that some of these groups could withstand the impact of 
a minimum wage of the magnitude discussed earlier. Sound policy would 
apparently require a lower minimum for some of these groups should Congress 
determine to broaden the coverage language to encompass all “industries affecting 
commerce.” 

Data on wage distribution in the industries currently exempt from Federal 
minimum wage legislation are inadequate. The determination of an equitable 
minimum wage for the currently exempt groups as well as the extent to which 
it is desirable to broaden coverage, require further study before any recom- 
mendation can be made in this area. 
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STATEMENT BY THOMAS H, BURKE, CHIEF OF CONGRESSIONAL Liaison, CIO, 
APPEARING FOR THE UAW-CIO 


Mr. Chairman, I have been authorized and requested by the UAW-CIO, of 
which I am proud to be a charter member, to present this statement endorsing 
and supporting the recommendation made by the Congress of Industrial Organi- 
zations that the Federal minimum wage be increased to $1.25 an hour. 

In 1949, the UAW-CIO appeared before this committee to urge increase of the 
minimum wage to at least $1°an hour. Since then, our biennial conventions, 
composed of nearly 3,000 democratically elected delegates representing more than 
1,300,000 members, have repeatedly adopted resolutions urging Congress to 
increase the minimum wage to—quoting the language of our 1955 resolution—‘“at 
least $1.25 an hour, close loopholes, extend coverage to all industries in or affect- 
ing interstate commerce and provide adequate appropriations for enforcement.” 

I had the privilege and responsibility of serving as a member of this commit- 
tee in 1949 when the Federal minimum wage was increased 75 cents an hour. I 
believed then and I believe now that it should have been increased to $1 an hour 
at that time and that today, in 1955, every consideration of social and economic 
justice justifies and requires an increase to at least $1.25 an hour and the other 
improvements mentioned in our resolution but the considertion of which has 
been postponed by decision of this committee. 

We would have been stronger then, we would be stronger now, if in 1949 the 
minimum wage had been set at $1 and if now the 84th Congress were to set it at 
$1.25 an hour. Such action then and such action now would strengthen our 
economy, the health of our people’and our society and our national security. 

Mr. Chairman, the UAW-CIO and its members have virtually nothing to gain 
directly by an increase in the minimum wage to $1.25 an hour. The starting 
wage under UAW-CIO contracts is higher than that. The same is generally true 
of all the plants in the automobile, aircraft and agricultural implement indus- 
tries. But, Mr. Chairman and members of the Committee, we have everything to 
gain indirectly by increase of the minimum wage to at least $1.25 an hour. 

The central problem of this century in this country and in the world is not 
the production of abundance, of enough foods, fibers, fuels, minerals, energy, 
und manufactured goods and services; it is the distribution and consumption of 
the abundance that our farms, our mines, mills, shops, and factories can and 
at all times are eager to produce. Said simply, the problem as we see it is 
this: To make it possible for the American people, farmers, wage earners, 
business and professional people, to buy back fair, healthy, and necessary shares 
of the increasing abundance of goods and services they can and do produce 
year in and year out. 

This is not an academic question. With 2 years’ supply of wheat in storage 
and a new crop beginning to come to market in a few weeks, with dairy products 
backing up in warehouses, with manufactured goods and even homes being 
put on the market with little or no money down and substantial inventories 
accumulating, what we need most—and I mean the American people, our economy 
and our Nation—is purchasing power, mass. purchasing power, high velocity 
dollars that will be spent as earned and paid, kept in healthy circulation in 
the economic bloodstream. 

As Mr. Barkin and others have already shown, an increase of the minimum 
wage to $1.25 cents an hour would mean an increase in food purchases of $606 
millions, of $283 millions for automobile transportation, of $239 millions for 
house furnishings and equipment, of $225 millions for clothing and $222 millions 
for repayment of debt. The $2 billion in higher wages for the lowest paid 
workers would all be high velocity dollars. Conservatively, they can be multi- 
plied by three in terms of turnover, of immediate effect upon our economy. 
Such a $6 billion strengthening of mass purchasing power in the closing months 
of this year and next year is what we need; equally, of course, the national 
welfare requires firming up and strengthening of farmers purchasing power 
by about $1.3 billions through fair and effective price supports. Together these 
steps can strengthen purchasing directly and in resulting turnover by $10 
billions a year. 

Instead of considering how little of an increase in the minimum wage is 
necessary, it seems to us that this committee and the American people should 
be considering how much of an increase is possible. We should be studying 
ways and means to make the very largest possible increase in the wretchedly 
inadequate and literally un-American and anti-American wages now being paid 
millions of wage earners performing the hardest and much of the most necessary 
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labor in our economy. We should be seeking out every feasible means of getting 
more purchasing power into the hands of those persons and families who today 
have less than enough to maintain a truly American standard of living—and 
to do it, to the greatest extent possible, not by supplemental benefits, grants 
and other payments based on need, but as an incident in the productive and 
distributive process, as cash wages, payment for work performed and services 
rendered. This is one of the prime essentials in the achievement and the main- 
tenance of a full employment economy at a high and rising standard of living, 
keeping pace with steadily improving technology. 

Mr. Chairman, that, very briefly, is the reasoning underlying our strong 
feeling that an increase in the Federal minimum wage to $1.25 is long overdue 
and is a necessity for economic and social health and national security. Com- 
munist imperialism can never lick the free world; we can only lick ourselves 
by failing to use our freedom and the machinery of our economy and our Gov- 
ernment to deal justly with each other in the production and the use and con- 
sumption of the abundance that, for the first time in human history, has been 
developed by the genius of man out of the rich resources of the universe. 

We are not, I am convinced, going to lick ourselves. Our people are marching 
forward with heads held high solving the problems of the great abundance 
with which we are blessed. The recent settlement with Ford Motor Co. is 
an indication that the American people are directing their best thoughts and 
efforts toward the solution of our dilemma of how best to develop the full use 


of our abundance for the good of all our people and therefore for the good of 
America. 


STATEMENT OF Hon. EMANUEL CELLER, A REPRESENTATIVE IN CONGRESS FROM THE 
State or New York 


Mr. Chairman, back in 1937, President Roosevelt, keenly aware of widespread 
wagecutting, increase of the workweek without overtime pay, asked that the 
Oongress enact a Federal fair-labor standards law. In doing so, he said: “A 
self-supporting and self-respecting democracy can plead no justification for 
chiseling workers’ wages or stretching workers’ hours. Our problem is to work 
out in practice those labor standards which will permit the maximum but pru- 
dent employment of our human resources to bring within the reach of the average 
man and woman a maximum of goods and of services conducive to the fulfill- 
ment of the promise of American life.” This is the standard toward which all 
men must work, not for the sake alone of the individual laboring man and woman, 
which in and of itself is of prime importance, but for the sake of the country 
so that this country may march forward to the ideals proclaimed by the Roose- 
velt message. 

In 1949 a Federal minimum wage of 75 cents an hour was established. It was 
inadequate then; it is shockingly inadequate now. I have introduced two bills: 
1. Increasing the minimum wage to: $1:25 an hour: 2. Removing the exemptions 
for retail establishments and processors of food and:tobacco. 

Why the increase to $1.25 per hour? Because: 

1 (a) Living costs have increased by 14 percent since January 1950, but since 
the lowest-income group suffers the greatest price rise, for such group living 
eosts have increased by at least 18 percent. Hence the 75 cents an hour is 
worth today only 65 cents an hour. or about $26 per week. In realizing the total 
picture, we must include not only the rise in prices but the rise in social-security 
deductions since 1950 and the additional sales tax in many States. 

(b) While the 75-cent level has remained, productivity has increased at least 
20 percent and the. gap between what a man is paid and a man produces widens, 
and the glaring injustice of the 75-cent wage emerges from the gap. 

(c) Since January 1950 there have been 5 general wage increases in our 
major industries, ranging from some 39 to 53 cents per hour, of increase alone. 
This, of course, does not include fringe benefits, pensions, life insurance, sickness 
and disability benefits which have been added to the payroll. There is a com- 
pletely unrealistic relationship between the 75 cents an hour established by law 
and the existing wage structure of American industry. 

It has been proven that even a working woman who lives with her family 
must have an hourly minimum wage of $1.22 according to the New York State 
department of labor, if the health, morale, and general economic welfare of the 
country are to be protected. Can the richest Nation in the world stand by and 
say it cannot afford a Federal hourly minimum of $1.25? Yet these are the 
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facts. In 1953 we produced a record $365 billion worth of goods and services, 
yet 23 percent of all the families had total money incomes of less than $2,000. 

The reasons for poverty are many—disability, old age, low rural incomes, 
prejudice, and so forth. The fight against poverty must have many weapons, 
some of them subtle, some of them more direct; the most direct, the least com- 
plicated, the simplest to effectuate, would be to increase the Federal minimum 
wage to $1.25. An adequate minimum wage would not only affect the workers 
themselves but would raise the economic standard of the country generally. It 
means increased purchasing power, increased demands, from which inevitably 
all industry and all labor must benefit. 

2. By extending coverage through the elimination of the exemptions for retail 
establishments and food and tobacco processors, such workers would no longer 
be in the position of job inferiority and would bring low-wage areas into proper 
ability to compete with other areas with more than a living wage for the workers. 
Secretary of Labor Mitchell, in testifying before a Senate Labor Subcommittee, 
went on to say that he knew of no sound reason why the minimum wage should 
not be extended to employees of chain stores, hotels, and moving-picture chains, 
including about 2 million in all. He said that of nearly 1,500,000 retail estab- 
lishments, only 31,000 or 2 percent are in interstate commerce, but that the 2 
percent employ 34 percent of those in business. ‘They are obviously,” he said, 
“engaged in commerce affecting more States than one. Such commerce is 
appropriate for regulation by the Federal Government.” I wonder if once again 
his remarks in testifying before a Senate Labor Subcommittee will be charac- 
terized as personal? 

We have witnessed in the past few years the springing up of ghost towns 
formerly inhabited by traditional business. The New England States and New 
York State particularly have been hard hit by the movement of industry out of 
these regions to the South. 

These are the facts. Labor has lived with them in terms of bread and butter, 
and medical bills, shoes for the children, rent, and education. No amount of 
statistics can convince as can following the life of a single worker through a 
single day. No chart, no graph, no table of figures can convince as can the 
sight of a supper table of a worker and the sight of his clothes in the closet. 


America’s lowest paid and neediest citizens are excluded from a proper share 
of this increase in the national wealth. This is wrong, cruelly wrong, and we 
cannot stop until these wrongs are righted. 


JorntT STATEMENT BY PRESIDENT Pavut L. Puriiiips, INTERNATIONAL BroTHERHOOD 
or Paper Maxers, AFL, AND PRESIDENT Harry D. Sayre, UNITED PAPERWORKERS 
or AmMErrca-CIO 


Revision of the Fair Labor Standards Act is of sufficient import to workers in 
the paper industry to warrant this joint statement, the first such joint action 
undertaken by the two major labor organizations of employees in the Ameriean 
paper industry. 

We join in this presentation appreciating the opportunity afforded us by the 
committee and mindful of the fact that voluminous oral and written testimony 
has already been placed before the committee members for consideration to assist 
them in reaching a determination on the issue of appropriate FLSA revision. 

While we have keen interest in the entire scope of the committee’s consideration 
of this issue, we will limit our discussion to the effect of FLSA minimum-wage 
revision upon workers in the paper industry. So as not to burden the record, we 
might state our views on the broader economic aspects of this subject by stating 
our agreement with previous testimony made before this committee and the 
Senate Labor Committee by representatives of the American Federation of Labor 
and Congress of Industrial Organizations. 


MINIMUM-WAGE REVISION AND THE AMERICAN PAPER INDUSTRY 


While they are not signatory to this statement, we know that the position of 
our organizations in this matter is shared by a great majority of responsible 
managements in the paper industry. 

Our daily experiences across the bargaining tables of our industry have demon- 
strated time and again the sincere desire of most paper-industry employers 
to eliminate substandard wage competition from the American paper industry. 

Managerial ingenuity and technological know-how of American paper com- 
panies has raised our productivity potentials to mammoth levels. Trade unions 
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in the industry have provided the necessary economic catalyst for transforming 
this production into higher living standards for the workers in the industry, 
There is a sincere desire on the part of both labor and responsible management 
to continue this progress in America’s fifth most important industry. A signifi- 
cant obstacle, however, is the threat of substandard wage competition from 
employers who remain outside the compass of collective bargaining and whose 
productive managerial ingenuity has been debilitated by perpetuation of un- 
realistic Federal minimum-wage levels. Aside from thwarting the. purpése of 
the FLSA, to eliminate “labor conditions detrimental to the maintenance of 
the minimum standard of living necessary for health, efficiency, and general well- 
being of workers,” continuation of the substandard Federal minimum wage has 
contributed to managerial sloth in developing efficient productive techniques. 
The low Federal minimum wage has been a hidden subsidy to managerial in- 
efficiency paid for by depressed living conditions of American working men and 
women. 

More than 80 percent of the workers in the basic pulp and paper industry are 
members of trade unions. This is corroborated by the testimony of management 
trade organizations of our industry at the July 11, 1951, hearing of the United 
States Department of Labor, Division of Public Contracts, held in Washington, 
D. C., to determine the prevailing minimum wage for the pulp and paper industry 
under the Walsh-Healey Act. 

Our organizations favor raising the statutory minimum wage to at least $1.25 
per hour for all employees covered by the Fair Labor Standards Act. Contract 
tabulations of our organizations show less than 2 percent of our combined mem- 
berships would receive wage increases to comply with a $1.25 statutory Federal 
minimum. Among our memberships in paper and pulp mills of any signifieance, 
there are virtually none who now earn less than $1.25 per hour. 

Viewing all of the 1,144,000 employees in basic pulp and paper, paper con- 
verting and publishing only 4.5 percent of these workers earn less than $1.25 
per hour. Even this percentage is rapidly being reduced as a result of current 
negotiations throughout the industry which are yielding substantial wage 
increases. 

It is obvious, therefore, a primary interest of our organizations in this matter 
is providing adequate safeguards for future bargaining relations rather than 
direct wage relief. 

Actually, raising the Federal minimum wage to $1.25 will have minimal effect, 
other than creating greater stability, upon business conditions in the paper 
industry. , 

As a result of the above-mentioned Walsh-Healey hearing, and using as a 
source of reference a Bureau of Labor Statistics survey made in May 1950, the 
Secretary of Labor determined that the prevailing minimum wage in 1951 in 
the paper and pulp industry was $1.115 per hour. Our organizations at that time 
requested, and submitted evidence to substantiate, setting the prevailing mini- 
mum at $1.25. There has been substantial increases since that time raising the 
majority of paperworkers some 25 percent in wages. 

Paper industry management, represented by the major trade assoeiations, 
last year agreed to the $1.115 Walsh-Healey determination of the Labor Secre- 
tary. Our organizations did not press for increase in the Public Contracts 
determination at that time because we had already experienced 4 years of 
delay in getting the $1.115 figure made into law. 

We, therefore, view raising the Federal minimum wage to at least $1.25 as 
no hardship to the American pulp and paper industry, and, to the contrary, 
see such a realistic minimum as having salutary impact not only to workers 
and the majority of employers in the paper industry, but to the entire economy. 
We favor the increasing of the Federal minimum wage as a means of eliminating 
subsidy to wage-depressing, technologically inefficient and managerially irrespon- 
sible business. 


We appreciate this oppertunity to present these views for your considération. 


STATEMENT OF THE NORTHERN TEXTILE ASSOCIATION IN THE MATTER OF PROPOSED 
AMENDMENTS TO THE FAIR LABOR STANDARDS ACT or 1938 


The Northern Textile Association represents cotton and manmade fiber textile 
mills located predominantly in New England. The New England textile industry, 
of which the cotton and manmade fiber textile mills constitute a significant 
portion, is the region's largest manufacturing employer with 173,000 workers. 
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The Northern Textile Association is in favor of a Federal minimum wage 
under the Fair Labor Standards Act of not less than $1 per hour. 

The objectives of the Fair Labor Standards Act as stated in section 2 entitled, 
“Finding and Declaration of Policy” have particular and significanc application 
to the cotton and manmade fiber textile industry. Among those purposes are the 
maintenance of a fair wage standard among the workers of the several States, 
a standard which will discourage unfair competition; and a standard which will 
not lead to labor disputes. These objectives can be best carried out by raising 
the -present;75-cent minimum wage.to at least $1.per hour. 

Wage disparities and inequities between New England and the southern States 
have. plagued the cotton textile industry since the turn of the century. Wage dif- 
ferentials within the industry have been one of the most important causes of an 
employment drop of 160,000 persons in the New England cotten and manmade 
fiber textile industry since 1919. It is estimated that an equal number of re- 
lated jobs have also been lost. In just the past 2 years 39 mills and 18,000 jobs 
have been lost,in the industry in New England. 

In the report on the New England textile industry by committee appointed by 
the Conference of New England Governors, published in 1953, the following con- 
clusion was reached: 

“We find the major explanation of New England’s decline in textiles is the 
large differential between wage costs here and those in the South.” 

In the Southeast, where only 14 percent of Southern cotton and manmade fiber 
textile workers are represented by labor unions, average straight-time earnings 
are currently 14 cents per hour less than the average in New England mills. An 
additional competitive handicap has been placed on the New England mills be- 
cause of the fringe benefits extended by these mills but not granted by Southern 
mills. This adds an average of 7 to 9 cents per hour to the wage differential. 
Although this committee is concerned now only with the issue of a minimum 
hourly wage, these fringe differentials and the fact that over 70 percent of the 
workers in the industry are not represented by unions make Federal action all 
the more necessary. 

In the cotton and manmade fiber textile industry the existence of regional 
wage differentials permits those mills which pay the lower wages to prosper at 
the expense of producers with higher wages. This has encouraged the shift of 
the industry with consequent hardship and loss to many thousands of New Eng- 
land textile workers. A situation of this type tends to act as a depressant rather 
than a stimulant to the national economy. 

The effects of basing competition on wage inequities is now being felt even in 
the South where wage differentials exist between States and areas. Once again 
the mills with higher wage scales are suffering in the competitive struggle. 
According to a wage study made by the Bureau of Labor Statistics, United States 
Department of Labor, for a payroll period in November 1954, average straight 
time hourly earnings in cotton textile mills in Virginia were $1.24, in North 
Carolina $1.17, in Georgia $1.18, and Texas $1.02. These figures may be com- 
pared..with. average straight-time.hourly earnings.of.$1.32.in New England cotton 
textile mills at the same time. 

On the basis of average gross hourly earnings in the textile industry, pub- 
lished by the departments of labor of the individual States, for February 1955, 
wage differences among Southern States were as follows: Virginia, $1.36; South 
Carolina, $1.30; Alabama, $1.22; Georgia, $1.21; and Texas, $1.10. During this 
same month average gross hourly earnings in Northern cotton and synthetic 
textile mills amounted to $1.42 per hour, according to the United States Bureau 
of Labor Statistics. 

The present Federal minimum wage of 75 cents per hour, established in 
Tanuary 1950, has become obsolete and mills with higher wage levels continue 
to be forced out of business with a consequent loss to the national economy. It 
is in the national interest as well as in regional interests for the Congress to 
carry forward the fundamental purposes of the Fair Labor Standards Act and 
increase the minimum rate of pay to not less than $1 per hour. 

The economic wastefulness, as well as the human tragedy and suffering which 
result from the geographical shifting of an industry in response to the pressure 
of wage differentials, is fully brought out in a study published in 1955 by 
Northeastern University’s Bureau of Business and Economic Research. In a 
reported entitled, “Inter-Industry Labor Mobility: The Case of the Displaced 
Textile Workers,” Dr. William H. Miernyk found that of 1,700 workers who 
lost=their.jobs as the result of mill closings in 6 New England communities 
during’ 1952 and 1958; less than one-half‘had found reemployment a year and a 
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half after the loss of their jobs. The problem of finding new jobs is especially 
acute for workers over 45 years of age with two-thirds of the workers in this 
age group still unemployed at the time of the survey. It is also significant to 
note that of those former textile workers who did manage to find jobs, 64 percent 
were employed at lower wages than they had received when working in the 
textile industry. 

Confronted with a wage disparity which has been forcing mills out of business 
year after year, a number of New England mills are today engaged in a 
dispute with the Textile Workers Unien of America (CIO) over the issue of a 
reduction in fringe benefits including a cost of living escalator clause which 
currently adds 3 cents per hour to the basic wage. Confronted with a matter of 
survival, these New England cotton and manmade fiber textile manufacturers 
have requested the union for an equal opportunity to complete with southern 
unionized mills. The New England mills are not proposing to make any re- 
duction in basic wages including the minimum wage of $1.06% per hour, but 
are seeking equalization of fringe benefit costs in order to be able to compete 
at least with these higher paying southern mills. 

The establishment of a Federal minimum wage of not less than $1 per hour 
would be of some assistance in relieving the New England mills from the burden 
of lower wage competition but the question arises as to whether such action 
would be harmful to the industry as a whole. The answer is very strongly in 
the negative for three principal reasons : 

1. The entire industry would be helped by the creation of an environment in 
which competition will not be geared to the mills paying the lowest wages. 

2. In 1953, ‘the Secretary of Labor, acting under the Public Contracts. Act, 
found that the prevailing minimum wage in the textile industry, on a national: 
basis, was $1 per hour. This finding was reaffirmed by Secretary of Labor 
Durkin, and is currently being defended in the courts by Secretary of Labor 
Mitchell. Certain Southern mills as a result of the Fulbright amendments to 
the Walsh-Healey Public Contracts Act have succeeded in making the deter- 
mination largely inoperative by raising questions of legal interpretation. ‘They 
allege that a separate minimum wage must be determined for each community 
where a mill or mills are located. 

8. The additional amount of wages which the industry must pay in order 
to bring employees now below $1 per hour up to this minimum would be a very 
small fraction of the present payroll. 

In New England where minimum rates are currently in excess of $1, there 
would not be any additional burden placed on employers. In the South only 15 
percent of all workers in the industry are now below $1 per hour. The addi- 
tional cost of bringing these employees up to the new minimum would only be 
1.1 percent of the current payroll of Southern cotton and manmade fiber textile 
mills. 

Although a Federal minimum wage of $1 per hour will not have a great 
impact on the cotton and manmade fiber textile industry, it is a realistic 
floor om which to base competition. It would be the expression of a worthwhile 
Government policy and would deter the continued shifting of the: industry’ on 
the basis of wage differentials. 

It is our firm conviction that the best interests of the entire cotton and man- 
inade fiber textile industry, as well as that portion of the industry which is located 
in New England, will be served by the enactment of a Federal minimum wage 
of not less than $1 per hour. 


STATEMENT OF L. 8S. BUCKMASTER, GENERAL PRESIDENT, UNITED RUBBER, 
Cork, LINOLEUM AND PLASTIC WorKERS OF AMERICA, CIO 


As the duly elected president of our organization, consisting of approximately 
200,000 men and women, working in large and small. manufacturing plants 
throughout the United States, it is my privilege to submit this statement to the 
Committee on Education and Labor, which is now considering proposed changes 
in the Fair Labor Standards Act. 

Our organization was formed 20 years ago and has steadily grown to its 
present size. We represent workers engaged in the manufacture of rubber 
products, cork products, linoleum and other hard surface floor coverings, and 
a wide variety of plastic items. Our union negotiates with some of the major 
industrial concerns in the United States, including the Goodyear Tire & Rubber 
Co., United States Rubber Co., the Firestone Tire & Rubber Co. and the B. F. 
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Goodrich Tire & Rubber Co., as well as with smaller concerns employing as 
few as 25 employees. 

Average straight-time hourly earnings for persons working in the rubber 
industry are approximately $1.95 and the industry ranks seventh among the 
21 manufacturing industries in the United States in this regard. There are 
few members of our union who are currently earning less than $1.25 per hour. 

Nevertheless, I urgently recommend that this committee approve an in- 
crease in the minimum wage to. $1.25 throughout the United States, and the 
broadening of coverage, as proposed in Senator Lehman’s bill (S. 662). The 
general économic and social justifications for such an increase have been pre- 
sented in great detail to the committee in both oral and written testimony 
by other spokesmen for the CIO and, therefore, do not need repeating here. I 
would like to add to that testimony, however, 1 or 2 general comments and 
some specific information about situations in industries which we represent, 
which further point up the need for this increase. 

There are perhaps many desirable social changes which cannot be achieved 
by legislation. Increasing the minimum wage and extending its coverage, how- 
ever, will provide a means, which the country can well afford, by which depressed 
living standards in sections of our population may be raised toward a national 
level of decency. In a sense, a low minimum wage such as now exists, con- 
dones the existence of certain factories or operations, at least partially, because 
they are able to exploit labor. 

Fair competition is certainly a healthy characteristic of our American 
economy. We would suggest, however, that one aspect of “fair” competition 
would be that it should not thrive, or even partially exist, by virtue of sub- 
standard wages. Competition is not “fair” when it exists in whole or part by 
depriving people of opportunities toward a humane fullness of life. 


THE RUBBER INDUSTRY 


There are a few specific cases, however, in which our membership has some 
direct interest in increasing the minimum wage to $1.25. 

Within. the rubber industry almost 50 percent of the employees are engaged 
in the manufacture of tires and tubes. Earnings in this segment of the industry 
are higher than the average, namely about $2.24 per hour on a straight-time 
basis. 

There are no tire and tube plants at which employees are paid less than 
$1.25 per hour. However, these plants also manufacture tire retreading mate- 
rial known as “camelback” and, in the production. of this item, the plants 
face competition from small, low-paying establishments. Following is a list of 
the well-known rubber companies manufacturing camelback : 


Armstrong Rubber Co., 

Cooper Tire & Rubber Co., 
Dayton Rubber Co., 

Denman Cord Tire & Rubber Co., 
Firestone Tire & Rubber Co., 
Gates Rubber Co., 

B. F. Goodrich Co., 

Goodyear Tire & Rubber Co., 
Kelly-Springfield Tire Co., 

Lee Tire & Rubber Co., 
Mansfield Tire & Rubber Co., 
Mohawk Rubber Co., 

Pacific Rubber Co., 

Polson Rubber Co., 

Seiberling Rubber Co., 
Southeastern Rubber Products, 
United States- Rubber. Co. 


These companies are all paying their employees more than $1.25 per hour, in 
most cases substantially more than $1.25. In contrast to this, the Continental 
Tire & Rubber Co. in Guntersville, Ala., is paying its skilled employees 80 cents 
per hour, and other employees 75 cents per hour. 

The key operation in the manufacture of camelback is the tubing process, in 
which the rubber is forced through a die to make a continuous strip of camel- 
back. In preparation for this, it is necessary to have a warm-up operator work 
the rubber to the proper consistency for tubing. These are the two skilled jobs 
in the process; other workers are needed to perform unskilled work. 





578 AMENDMENT TO INCREASE THE MINIMUM WAGE 


An analysis of the rates that are paid for producing camelback at various 
United Rubber, Cork, Linoleum and Plastic Workers of America plants will 
show that even a minimum wage of $1.25 will not completely eliminate the wage 
differential between established plants and the low-paying camelback companies. 
For example, at the Seiberling Rubber Co. in Barberton, Ohio, the warmup mill 
operator is earning $2.15 per hour and the tread tuber $2.55. At the Mohawk 
Rubber Co. in Akron, Ohio, these two key jobs pay $2.66 and $2.86 per hour respec- 
tively. At the new plant of the Mohawk Rubber Co. in Littleton, Colo. (con- 
structed for the sole purpose of producing camelback) these two operations pay 
$1.85 and $2.05 respectively. At the plant of the Polson Rubber Co. in Garretts- 
ville, Ohio, employees receive $1.91 for these operations. 

These wage differentials of over 100 percent are important enough under con- 
ditions of normal economic competition, but they become particularly important 
when Government contracts are involved. It is our understanding that the Con- 
tinental Rubber Co. with hourly wage rates approximately half as high as at 
established plants manufacturing camelback, has been the successful bidder on 
numerous Government contracts for the production of camelback, some to be 
used within the’ continental limits of the United States and some to be used at 
overseas installations. 

It is not claimed that competition between companies is solely in the field of 
hourly wage rates. Certainly, manufacturing efficiency and output per man- 
hour both affect unit costs. But, nevertheless, a wage differential of over 100 
percent is so extreme as to present unfair competition to.even the most efficient 
plant. 

Substandard wages in the rubber industry are not entirely confined to specific 
operations or individual companies. I should like to call the committee's 
attention to the fact that in Ohio even in the high-paying rubber products indus- 
try, where nationwide average straight time hourly earnings in 1953 were $1.87, 
3,686 persons were receiving less than $1.25 per hour. This condition may have 
altered somewhat since 1953 as a result of collective bargaining, but it certainly 
still exists. 

In conclusion, may I again say that my statements herein should be con- 
sidered by the subcommittee as supplementary to testimony offered by others 
in the CIO. I have not repeated them here, as a convenience to the committee. 


I would appreciate the consideration of the subcommittee in permitting me 
to include this statement in the record. 


TESTIMONY OF WILLIAM PoLLocK, EXECUTIVE VICE PRESIDENT OF THE TEXTILE 
Workers UNION oF AmMeEricA, CIO 


My name is William Pollock. I am the executive vice president of the Textile 
Workers Union of America, CIO. Our union is the collective bargaining agent 
for approximately 325,000 workers, mostly in New England, the Middle. Atlantic 
States, and the Southeast. But in appearing before you today, we are speaking 
on behalf of all the textile workers—more than 900,000 of them—who have a 
vital stake in this legislation. 

I would like to begin by sketching for you, very briefly, the background of 
the textile industry, especially as it relates to the issue of minimum wages. 

For many generations, the textile workers were the orphans of American 
industry. Their wages were lower, their hours were longer, their working condi- 
tions were worse than those in any other major manufacturing industry. 
Although they were among the first to try organizing a union, they were the 
last to gain any measure of success. 

Even today, nearly two-thirds of the textile workers are without any form 
of union protection. Our industry, and I refer particularly to the South, is 
the last great jungle that is yet to be cleared by collective bargaining. But while 
industrial relations for the industry as a whole are still in a primitive State, the 
textile industry’s organization and operations are decidedly modern. 

Since the war, the industry has gone through two waves of mergers and con- 
solidations which have transformed it from a collection of independent, competi- 
tive and technologically backward mills to the highly integrated, centralized, and 
efficient industrial giants which make up the industry today. As a result, 43 
interests in the spinning, weaving, and finishing industry own some 507 plants 


employing 350,000 persons out of a total of 656,000 production workers in the 
industry. 
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This transformation plus technological advances have stimulated sweeping 
increases in man-hour productivity. New machinery has been followed by more 
economic layouts, mechanized materials handling procedures, and modern man- 
agement techniques. The technology has undergone a real revolution as indi- 
cated by the fact that most of the $4 billion spent since the end of the war on. 
new capital improvements has gone into new machinery. 

As a result, more than two-thirds of the equipment now in operation is of 
postwar origin. 

These great changes in the industry’s structure and technology have yielded 
extraordinary gains in productivity. Output of fabric per man-hour jumped 
from 8.3 yards in 1949 to 10.8 yards in 1954, a raise of over 30 percent. The 
rate of increase in textile productivity has been more than 5 percent per year 
over the past 5 years as compared with the overall annual increases of 3% 
percent. 

You would think that an industry with an abnormally high rate of gain in 
productivity would be in the forefront of the movement for higher wages. After 
all, it has become an accepted principle in the most respected management 
circles that high productivity is the source of high wages in the United States. 
Our Government, even under the Eisenhower administration, spends billions 
of dollars a year to help boost the productivity of our allies abroad to help them 
raise the standard of living of their peoples. 

But the textile industry has not extended its modernity to the wages of its 
employees. It is enough for the managements of the textile giants to know 
that they have succeeded in raising the profits margins of their corporations up 
to those of other big businesses. Moreover the salaries, bonuses, and other 
emoluments of textile executives have been raised on a par with those of other 
prosperous managements. 

Wage policy is another matter. In an industry where two-thirds of the 
workers are unorganized, wage policy can be a potent force in preventing the 
spread of unionism. Since 1950, the managements of the large textile chains 
have held down wages to destroy the power of unions where they existed and 
to halt the growth of unionism. 

During World War II and the first postwar years, the Textile Workers Union 
of America was able to set the wage pattern for the industry. Decisions of the 
National War Labor Board in wage disputes between the union and organized 
plants under wartime controls were followed by the nonunion mills as well as the 
union plants. In the flush of the postwar boom, when the textile giants were 
busy consolidating their empires and reaping fabulous profits, the union con- 
tinued to exercise effective wage leadership. Settlements negotiated by the 
union were quickly followed by the same adjustments in nonunion mills. 

This era came to an end in the spring ef 1951. When the union negotiated a 
wage increasevin northern mills, the southern textile giants resisted similar 
wage increases and forced a strike upon the union. This was more than a deter- 
mination not to grant a wage increase; it was a deliberate effort to stop unionism 
in its tracks. The strike ended after 4 weeks at the request of the United 
States Conciliation Service, which set up a board of inquiry. However, the board 
was unable to effect any conciliation and the workers received no wage adjust- 
ment. This undermined the wage increase which had been negotiated in the 
North and subsequent arbitrations resulted in the revocation of the 1951 increase. 

That’s just about where matters stand today. By and large, the textile work- 
ers are earning 1950 wages but paying 1955 prices. The effect on their buying 
power, their role as consumers, can easily be imagined. 

That’s not all. In April—and this time there was no possible justification 
for it—the northern employers demanded a further cut of 19 cents an hour, 
including 3 cents in direct wages. Six of them persisted in this demand, and 
their '25,000 workers went.on strike on April 16. Three employers have since 
settled, but 3 still insist on a reduction and their 15,000 employees continue on 
strike. This strike persists on claims of differentials, though in comparable mills, 
North and South, the average hourly wages are virtually identical, being about 
$1.30 an hour. 


TEXTILE WAGES LAG BEHIND OTHER INDUSTRIES 


While average hourly earnings in all manufacturing industries, excluding 
overtime premium, rose from $1.48 at the end of 1950 to $1.81 in April 1955, an 
increase of 33 cents, the textile average hardly increased at all, going from $1.31 
ut the end of 1950 to $1.34 in April 1955. As a result, wages in this modern, 
highly productive industry are near the bottom of the Nation’s manufacturing 
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wage structure. Of the 33 industry groups covered by the act for which the 
Bureau of Labor Statistics reports average hourly earnings, only 1 (tobacco 
manufactures) had a lower straight-time average in.Jauuary-1955 than textiles. 
The textile average ($1.34) was far below the other major industries with only 
two others within striking distance: Apparel, $1.34, and leather, $1.36. The 
other averages were all over $1.50, with the average for all manufacturing 
industries at $1.78. 


GOVERNMENT ACTION CAN ACHIEVE NEEDED WAGE ADJUSTMENTS 


The textile industry has demonstrated its unwillingness to make voluntary 
wage adjustments in keeping with the general rise in productivity and wages. 
Where no deliberate policy was involved, the force of competition has operated 
to prevent employers from granting increases to which their employees were 
obviously entitled on grounds of equity. The effect of ruthless competition 
from low-wage areas has been particularly severe in the knitting branch of 
the industry : Average hourly earnings in full-fashioned hosiery mills have been 
depressed from $1.66 in May 1951 to $2.48 today as a result of the liquidation of 
the bulk of the northern industry; in the seamless hosiery branch, which is 
characterized by considerable excess capacity, wages have been kept down in 
spite of the highly modern technology, with current average hourly earnings at 
$1.17; similarly, underwear knitting mills have been forced to gear their wages 
to the low rates prevailing in the predominant southern areas and current aver- 
age hourly earnings are $1.23. 

The competitive nature and the strong influence exerted by the nonunion 
industrial giants have prevented any significant advance in labor standards 
since 1950. It is therefore essential for the Government to establish an adequate 
floor under the wage structures of this industry. The role of the Government, 
over the years, has been of exceptional importance to the textile workers who— 
in the Nation’s interest, as well as their own—need to achieve an American 
standard of living for themselves and their families. 

As a matter of fact it was the Federal Government, and as time went on, a 
partnership between the Federal Government and our union, that for the first 
time brought about a market improvement in the textile workers’ wages and 
living conditions. 

Some of you may remember that code No. 1, under the NRA—the half-forgotten 
Blue Eagle—covered the cotton textile industry. Frankly, it was honored more 
in the breach than in the observance. But a few years later the Fair Labor 
Standards Act—the law you are now revising—was adopted, with better results. 
The 25-cents-an-hour minimum was a very real accomplishment in the eyes of 
the textile workers, some of whom had been earning only half as much. 

Somewhat later, Industry Committee No. 1, under this law, established a 
minimum of 3214 cents an hour for cotton textiles. Our union was then in the 
formative stage but we played an important part in the hearings. The record 
of these hearings would make good reading today. The southern employers 
argued against a 321%, cents minimum on the grounds, first, that it would bank- 
rupt the industry; and second, that the workers would just get into trouble 
if they had that much money to spend. 

I have had occasion to make predictions, now and then, and I have often been 
wrong; but I have never been quite as wrong as that. 


THE HISTORIO DATE 


In July of 1941 the Wage and Hour Administrator ordered a further increase 
in the cotton textile minimum to 37% an hour. In October of the same year— 
and this, gentlemen, is a historic date—a basic minimum of 40 cents an hour 
was established by collective bargaining between our union and a number of 
leading companies in the industry,. wee 

I say this was a historic date becalise it was the first time that a textile industry 
standard was established by free collective bargaining, rather than by law. 

The 40-cent minimum was reinforced, a few months later, by a Government 
order under the Fair Labor Standards Act. Thus the Federal Government 
acknowledged by law what the union had achieved at the bargaining table. 

Meanwhile our country had become involved in the war, and wages were subject 
to close control by Government. When our union negotiated a general increase 
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of 7% cents an hour with a relatively small number of companies, it was 
atcepted—not only by the War Labor Board—but by the industry as a whole. 
This raised the minimum wage for cotton textile workers to 4744 cents. 

In 1945 the War Labor Board, using our textile cases as a standard, ordered 
a 55-cent minimum for all workers, even though only a handful of companies 
were involved in the specific dispute. The following year our union negotiated a 
10-cents-an-hour raise; this was approved by the National Wage Stabilization 
Roard under its substandards doctrine, and was accepted by the entire industry. 
Perhaps the acceptance was encouraged by the fact that price relief was tied in 
with the wage order. 

Even during the postwar years, our gains in collective bargaining were backed 
up by industry rates set by the Secretary of Labor under the Walsh-Healey Act. 
The Fulbright amendment has stripped away this safeguard. Only the Federal 
minimum wage itself remains ; and it is far too low to be helpful. 


WAGES IN OTHER BRANCHES OF TEXTILES HAVE NOT KEPT PACE 


I have spoken primarily of the cotton and synthetic textile division of the 
textile industry, which is the largest group. Minimum wages in the other major 
divisions range from $1.21 in woolens and worsteds to $1.38 in the Middle Atlantic 
dyeing and finishing industry. In no case have wages in these other divisions 
kept pace with American industry as a whole, over the last few years; the woolen 
and worsted workers, like the cotton workers, were forced to take a wage cut 
which drove them back to 1950 levels. 


DEPRESSION IN TEXTILES 


Perhaps at this point I should note that for the last 4 years the textile industry 
has been in a business depression—a rather peculiar kind of depression. Pro- 
duction in 1954 was actually 6 percent less than in 1950, despite an increasing 
population ; 407 mills have closed in 5 years; employment has shrunk by 20 
percent. Yet, at the same time, the man-hour productivity of the workers has 
risen at the rate of 5 percent a year; profits earned by the big companies have 
been handsome; and they have been more than generous in the salaries, bonuses, 
stock options and pension provisions for their executives. This has been a 
depression in which the workers, and the communities that depend on their 
wages, have borne the whole load. 

It has been a heavy load indeed. Because the textile industry is concen- 
trated— usually providing the only source of industrial employment in the areas 
where it exists. The closing of so many mills has brought real misery to 
hundreds and hundreds of communities. But let us consider only the plight 
of those who are still employed. 


INCREASES NEEDED TO MEET COST OF LIVING 


Back in the days when many others besides the textile workers were poor, 
the WPA calculated an emergency budget for a family of four. This emergency 
budget was below the level of ordinary subsistence; if continued over a long 
period of time, the WPA said, it would be dangerous to health. 

At present prices, the cost of this budget would be $2,430 a year—2,000 hours 
of work at $1.22 an hour. Gentlemen, many thousands of textile workers earn 
less than $1.22 an hour; and thousands more are unable to find work for 2,000 
bours a year. 

Let me read you a letter. It is dated April 14, and it was sent to our Wash- 
ington office by a worker in Clover, 8S. C., who earns $1.05 an hour. 

“I have read articles on a bill which I understand will come up soon con- 
cerning $1.25 per hour minimum wage. I am sure you will help us in every 
way possible. In order to let.you understand just how the majority of Southern 
laborers live, I am going to list for you my earnings and expenses; and I am 
in better shape than lots of people. The rent on houses in this area range from 
$6 to $12 a week. And believe me, a $6 a week house is not one that you can 
be comfortable in or enjoy looking at every day. 

“To cook 2: meals a day, using dry beans about 3 times a week, potatoes a 
couple of times, and fresh vegetables once, meat for Sunday dinner, desserts 
about twice a week, liver mush or bacon, or sausage with eggs 2 or 3 times a 
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week, no sweet milk and no other meats, groceries for a family of 4 will run 
at least $11. My budget looks like this (I make $1.05 an hour) : 


“House payment $10. 00 
Seen A ee Ce a NN Oe eke Tee SE eee 
Insurance 

School lunches 

Lights and water 

Furniture 

Church 

Transportation (to work) 


“When I get my check, I have a little over $40 after deductions. My budget 
doesn’t allow for clothes, fuel for heating, doctor bills, or recreation of any kind. 
Can you imagine how discouraging it is to struggle day after day and not even 
afford the bare necessities of life? 

“T wonder why those who are comfortable can’t part with enough of their 
worldly goods to let those who carry half the responsibility for their incomes, 
by making the goods they sell, have the dire necessities. That's all we ask of 
them. I’ve heard that some have made remarks that we are ‘used to it.’ 

“But do you ever feel good when you see your children’s clothes pass the 
patching stage and know that you can’t replace them? Or when can you enjoy 
seeing your oil run out and wonder if you can get credit for a refill? And does 
not everyone like to feed their children food that will make them healthy? We 
love our children just as much as the wealthiest. We never get ‘used to’ insuffi- 
cient pay, but we are at the mercy of those who have money and authority, for 
we have neither. We never stop hoping that someday enough of them will be 
like you and have a warm heart and extend a helping hand to their fellow man. 

“Very sincerely, 
“Mrs. Mary Brirtran.” 


Now let us see what effects would result from increasing the Federal minimum 
wage, aside from building a floor under the rates already established. 


PROPOSED INCREASE WOULD HAVE MODEST EFFECT ON INDUSTRY 


An increase to 90 cents would affect, at most, some 67,000 textile workers, or 
about 6% percent. The cost, at most, would be $12 million a year, or four-tenths 
of 1 percent of the industry’s payroll. 

An increase to $1 would affect some 130,000 textile workers, or about 11 percent. 
The cost would be $29 million, or 1.1 percent of payroll. 

An increase to $1.10 would affect 290,000 workers, or about 30 percent. It 
would cost $75 million, or 2.7 percent of payroll. 

An increase to $1.25 would affect 492,000 workers, or 48 percent. It would 
cost $195 million, or 7.1 percent of payroll. 

Actually, these figures—based on Bureau of Labor Statistics wage data—are 
high, since they include workers not covered by the present law, and also do not 
take into consideration such items as shift differentials, ete. 

Now let us look at the possible effect on textile prices. Since payrolls repre- 
sent about 25 percent of the textile sales dollar, a $1 minimum would amount to 
only three-tenths of 1 percent of sales income; a $1.25 minimum would amount 
to only 1.8 percent. 


WAGE INCREASE WOULD BOLSTER BUYING POWER 


On the other hand, the effect on textile sales would be startling. It is an 
established. fact that lower-income families spend a higher proportion of their 
money for clothing. Using BLS findings asa base, we calculate that a» 90-cent 
minimum would increase apparel sales by $22 million; a $1 minimum would 
bring a $54 million increase; a $1.10 minimum would product $105 million, and 
a $1.25 minimum would yield $225 million. These figures are for apparel alone, 
not for the many other textile products. And they do not take into account 
the cumulative effect of increased buying power in the community. 

I have mentioned just one item, apparel, but I am sure you realize that this 
is only a small part of the story. While I am, in effect, a special witness arguing 
the case of a special group, we must always bear in mind that a higher minimum 
wage puts money where it has the greatest possible impact on the economy. 
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None of this money will be put aside, tucked into a bank; workers who earn 
$1.25 an hour seldom can afford the luxury of savings. A raise in the minimum 
wage will mean an immediate increase in consumer buying. Every industry, 
not only the textile industry, will benefit. 

It seems to me that we have a very pleasant paradox here—a low-cost action 
that can produce rich dividends. 


THE HUMAN PROBLEM 


The statistics I have presented, and many others, are included in a brief 
prepared by our union’s research department, which is now before you. I have 
used only a few of them, and I do not intend to use any more. In closing, I 
want to return to the human problem—the problem of an American standard of 
living for textile workers. 

In the other basic industries in our country, wage standards are established 
and maintained by free collective bargaining. We think that’s the right way. 
We wish we could appear here, not on behalf of the textile workers, but only on 
behalf of those who do not come within our jurisdiction. 

Some day we expect to be in that happy position; for we are convinced that 
textile workers cannot be permanently denied their right to organize and to 
bargain collectively with their employers. However, they have been denied 
that right, up to now, by the powerful corporations in the South; and therefore 
we must ask that the partnership between the Government and ourselves be 
resumed, 

INDUSTRY SUPPORTS INCREASE IN MINIMUM WAGE 


Ironically, we have a measure of support from one of our most bitter opponents. 
1 refer to J. Spencer Love, the president of Burlington Industries, the biggest 
textile company in the world. Mr. Love has fought union organization, by both 
legal and illegal means, for the past 20 years. Last month, in a speech before 
the chamber of commerce in Spartanburg, 8. C., he again attacked trade unionism 
at great length. But he also said this: 

“It has always seemed to me fair to make such generally applicable basic 
progress (in minimum wages, shorter hours, elimination of child labor, learner 
pay, social security, workmen’s compensation, and the like) through legislation, 
which is fair to everyone in that it applies to everyone, rather than through 
stirring up strife within selected companies in the industry, such as the unions 
have indulged in.” 

Leaving aside the matter of “stirring up strife’—to Mr. Love, mentioning 
the word “union” is a form of strife—we can only say, for the time being, 
“so be it.” 

If Mr. Love and his fellow employers in the South, through their total domi- 
nation of the textile communities, and with the assistance of oppressive State 
legislation, the Taft-Hartley Act, and the present NLRB, can prevent the growth 
of union organization, then Federal action must be a temporary substitute. 

The textile workers need your help, not only for their own sakes, but in the 
best interests of the industry and the Nation. And to provide this help the 
minimum wage must be raised, not merely to 90 cents, but to $1.25. 

In addition, of course, we fully support the position of other union spokesmen 
that the unfair exemptions, which deny the protection of the law to millions 
who need it, should be eliminated. 


STATEMENT OF Davip J. MCDONALD, PRESIDENT OF THE UNITED STEELWORKERS 
oF AMERICA 


I regret my inability to offer the following statement to the committee in 
person. 

The United Steelworkers of America is presently engaged in wage discussions 
with the major companies of the steel industry. I am quite sure that I don’t 
need to comment on the vital importance of these negotiations to our member- 
ship, the industry as such, and to our economy as a whole. It is therefore 
with deep regret that I find myself unable to deliver these views personally to 
this important committee of the House. 

The United Steelworkers of America favor the raising of the present 75-cent 
minimum to a minimum hourly wage of $1.25. We also favor extension of cover- 
age of the Fair Labor Standards Act to all workers engaged in interstate 
commerce or in activities affecting interstate commerce. 


63489—55——39 
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I am empowered to make this statement as regards the $1.25 minimum and 
coverage through a resolution unanimously adopted at the last convention of 
the United Steelworkers of America, held in Atlantic City, N. J., September 1954. 

While the steelworkers favor extended coverage, we respect the present policy 
of this committee as set forth by the chairman in relation to coverage. This 
statement will concern itself only with raising the minimum wage. However, 
I thought it only appropriate that the committee members know that the steel- 
workers favor extended coverage under the Fair Labor Standards Act. 

The present minimum wage has failed to keep pace with our expanding 
economy. From June 1938, when the Fair Labor Standards Act came into 
being, to March 1955, average hourly earnings of factory employees went from 
62 cents an hour to $1.85 per hour, a total rise of $1.23. In comparison the 
minimum wage has risen 50 cents. Passage of $1.25 minimum-wage rate would 
still mean that the increase in wages since 1938 of the lowest-paid workers 
employed at the minimum would be considerably less than the increase in the 
general wage level. 

In adopting the Fair Labor Standards Act in 1938, Congress tried to eliminate 
working conditions that had proven themselves to be detrimental to the effi- 
ciency, health, and general well-being of the working man and woman. 

It might be profitable to examine the exact language of the Fair Labor Stand- 
ards Act, especially section 2 (a) which states as follows: 

“The Congress hereby finds that the existence in industries engaged in com- 
merce or in the production of goods for commerce, of labor conditions detrimental 
to the maintenance of the minimum standard of living necessary for health, 
efficiency, and general well-being of workers (1) causes commerce and the chan- 
nels and instrumentalities of commerce to be used to spread and perpetuate 
such labor conditions among the workers of the several States; (2) burdens 
commerce and the free flow of goods in commerce; (3) constitutes an unfair 
method of competition in commerce; (4) leads to labor disputes burdening and 
obstructing commerce and the free flow of goods in commerce; and (5) inter- 
feres with the orderly and fair marketing of goods in commerce.” 

One of the objectives of this praiseworthy legislation was the elimination of 
unfair methods of competition based on conditions of work that were detrimental 
to these men and women. Where improvement has lagged has been the failure 
of all parties concerned to see that the minimum hourly wage rate kept in line 
with the cost of living. The failure to do so has robbed the act of its high 
intent and purpose. 

The present minimum rate of 75 cents an hour went into effect in 1950. It 
has served its purpose. 

No member of this committee needs to be reminded that since 1950 prices 
have gone up. No one can deny that the cost of living has increased at a rapid 
rate. Five years have elapsed. There has been no increase in this 75-cent 
minimum rate. The Fair Labor Standards Act has not kept pace with the 
growth and expansion of our Nation’s economy that has taken place during these 
years. 

A man or woman paid 75 cents an hour earns $30 a week, which comes to $1,560 
a year. This is a substandard wage. It is unworthy of our great American 
economy ; $30 a week is hardly enough to maintain a family, let alone keep a 
growing household together. 

For example, $30 a week or $1,560 a year under optimum conditions with no 
time lost by reason of illness, injury, or layoff: From his gross weekly wage of 
$30, there is deducted 60 cents for social security and, if he is a single, unat- 
tached individual, there is a further deduction of $3.08 per week for Federal 
income tax. He has a net weekly pay check of $26.32. If he has a wife or 
another person to support, the Federal income-tax exemption provisions raises 
his take-home pay by $2.30 for the support of his dependent and his net pay is 
$28.62 per week. This is to suffice for the essential needs of two human beings. 
If he is married, the birth of his first child will result in a further increase in 
net pay of 78 cents to $29.40 a week which has to be stretched to cover the needs 
of 3 persons. The same net pay of $29.40 a week must provide for the needs of 
4 persons when his family—a man, a wife, and two children—reaches the size 
of the typical American family. 

An increase would put underpaid people in a position where they could at 
least share to a greater extent in the necessities and other items of our economy 
than they are now able to do. 

It is certain that none of us want a second-class group of citizens in this land 
of ours. If working men and women are being deprived of their due under 
this statute, that is cause for concern and should be corrected forthwith. 
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There are some people who condone or approve of low wages. They smugly 
assert that working men and women who earn as little as 75 cents an hour 
are not worth more or have only themselves to blame. This is a dangerous state 
of mind. It fails completely to take account of human needs and it fails to 
recognize completely the Nation’s self-interest. The fact is that low-income 
sroups are a drag and a drain on the entire community. Our general progress 
is limited if all do not share in it. Only human beings have purchasing power. 

It seems to me that $50 a week for a 40-hour week is little enough to get along 
on. It is a fact that the drive to raise the minimum to $1.25 does not have the 
support of the President, who apparently believes that 90 cents is adequate. An 
increase to 90 cents would mean only a gross pay of $36 per week. A single, un- 
attached individual working at this wage takes home $31.15 a week; a worker 
with one dependent, $33.45; a worker with 2, 3, or more dependents, $35.28. At 
4) cents an hour on a 50-weeks-a-year basis, even the gross amount of annual 
pay equals less than one-half of the income required to maintain a family of 
1 at minimum standards of decency in the lowest living-cost cities, including 
those in the South, where the cost of living has been priced by the Bureau of Labor 
Statistics in the preparation of the city worker’s family budget. 

Millions of workers both in manufacturing and nonmanufacturing industries 
have been unable to obtain wages of $1.25 per hour, a wage level still far short 
of providing an adequate minimum plane of living. 

The minimum wage has lagged behind increases in living costs and produc- 
tivity, for from January 1950, when the 75 cent minimum wage went into effect, 
to January 1955, the Consumer Price Index of the Bureau of Labor Statistics 
has increased by 14 percent. During the same period, the productivity of the 
economy has jumped by at least 18 percent. Even if the minimum wage were 
io reflect no more than the increase in living costs and productivity, it would have 
to be at least $1. 

But with the minimum wage set at such a low level, the relative position of 
low-wage workers in the economy would be exactly the same as 5 years ago. 
Only a minimum wage substantially higher than $1 would assure a significant 
increase in the living standards of low-wage workers and their families, the 
kind of economic improvement to which they are certainly entitled in an ex- 
panding economy. 

When in 1950 the minimum wage was raised from 40 to 75 cents, opponents 
of this improvement predicted that many industries would not be able to pay 
the increased minimum, ‘ 

After the 75 cent minimum took effect practically no plant shutdowns or lay- 
offs resulted from the higher minimum despite the fact that it was almost double 
the previous minimum rate. 

The Department of Labor studied the effects of the 75 cent minimum in five 
low-wage industries—southern sawmills, men’s dress shirts and nightwear, fer- 
tilizer, men’s seamless hosiery and wood furniture—and found that even though 
the higher minimum required increased wages for a substantial portion of the 
workers in those industries, the adjustment to the higher minimum rate was 
made with “only very minor determinable effect.” This experience clearly indi- 
cates that if the minimum wage is increased to $1.25, which would involve a 
smaller percentage increase than the rise in 1950, low paying industries can and 
will adjust to the higher minimum when they are required to do so. 

For some strange reason it seems to be commonly assumed that the fight to 
improve these substandard wage minimums is a sectional fight in which the 
South is arrayed in opposition to the payment of the same wages as are paid 
elsewhere in the United States. While there are undoubtedly certain business 
elements in the South who prefer to pay substandard wages, this is not generally 
true. The steelworkers union has contracts with hundreds of southern firms 
covering many thousands of southern workers. A recent survey which we con- 
ducted of our contracts in 13 Southern States showed 116,300 employees under 
steelworkers contracts—nearly all in manufacturing. More than 90 percent of 
these employees work in plants where not even one employee receives less 
than $1.25 per hour, Only about 9 percent of these employees work in plants 
where any employee receives less than $1.25 per hour. The number of workers 
who receive less than $1.25 was not available, but can be estimated at less than 
1,000 persons or less than 1 percent of the total eemployment under contract. 
The vast majority of these employees receive minimum rates well above the 
$1.25 minimum which we advocate. Their employers pay such rates voluntarilv 
by contract with our union. And payment of these rates has not hurt these 
employers—or the South. We keep careful records of the reasons for business 
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failures of the firms which we have under contract and we see no evidence that 
any firm failed because of “high’’ wage levels in our contracts. 

In 1937 when we secured our first steel contracts, the minimum rate of the 
major producers in the South was 17% cents lower than in the North; i. e., 45 
cents as against 62.5 cents. This was only a little more than 1 year before enact- 
ment of the Fair Labor Standards Act. By collective bargaining we have com- 
pletely eliminated this differential in steel so that we now have the same mini- 
mum rate—$1.57—in the South as in the North. In other industries such as 
aluminum, in which we bargain, southern differentials have been largely elimi- 
nated. This is also true for many other unions and industries. 

The managements of the southern plants objected to the elimination of their 
southern differential. Among other arguments they claimed that such action 
would endanger employment in the South and force their plants out of business. 
This is the same argument now raised by other employers against our proposed 
$1.25 Federal wage minimum. 

The $1.25 minimum wage is needed to maintain a minimum standard of living. 
The Bureau of Labor Statistics of the Department of Labor has estimated a city 
worker’s family budget for a family of 4 in 34 large cities for October 1951. 
This budget is defined as “the total dollars necessary to provide family health, 
worker efficiency, nurture of children and social participation by all members 
of the family.” It is a minimum budget for adequate family living. 

In October 1951, this minimum budget ranged from $3,812 in New Orleans to 
$4,454 in Washington, D. C. Since October 1951 the cost of living, as indicated 
by the Consumer Price Index of the Bureau of Labor Statistics, has risen by 2 
percent so that these budget figures would be higher at the present time. 

Assuming the average worker is employed 2,000 hours in a year, the $1.25 
minimum wage would yield a worker employed at the minimum rate an annual 
income of $2,500. This is below the minimum budget for adequate family living 
in any of the 34 cities covered in the BLS survey. 

Assuming 2,000 hours of employment, a man or woman receiving $1.25 would 
have an annual income of $2,500 which is around the amount needed in Arizona, 
Massachusetts, New York, Washington, and other States to support a single 
woman on a minimum basis. 

It is obvious that a man or a woman with a family to support requires a 
larger income than a single woman without dependents to maintain even the 
minimum standard of living for himself and his family. 

No family can maintain itself on such a totally inadequate budget as the 
present 75 cents an hour minimum wage allows. It is not possible at the present 
prices of meats, vegetables, clothing, and shelter. Their health is bound to 
suffer. The complications that come from an inadequate diet based upon an 
insufficient income are only too readily apparent, and need no comment. 

Yet some people are against an adequate increase in the minimum rate, because 
of their complete failure to understand the stark economic blind alley that these 
low-income groups find themselves in. 

If through raising the present minimum wage of 75 cents an hour to $1.25 
per hour these families are enabled to purchase more and better foods, housing, 
clothing, and other items that go to make up our American plane of living, and 
improving their status in general, thereby contributing to the well-being of the 
Nation, then I know of no better reason for an immediate increase to $1.25 per 
hour in the minimum rate, under the Fair Labor Standards Act. 

I wish personally, and on behalf of the United Steelworkers of America, to 
express our appreciation for this opportunity to present our views on this 


legislation which is of vital importance to the welfare of the entire American 
public. 


STATEMENT OF Hon. THOMAS LUDLOW ASHLEY, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE oF OHIO 


Mr. Chairman and members of the committee, I am glad to have the oppor- 
tunity to reaffirm my support of an increase in the minimum hourly wage from 
75 cents to $1.25. 

On March 15, 1955, I introduced a bill, H. R. 4908, to amend the Fair Labor 
Standards Act to provide for such an increase. I did so for a number of 
reasons. 

In the first place, the workingman and his family have watched the cost 
of living jump about 14 percent between January 1950, when the minimum wage 
was raised from 40 to 75 cents an hour, and the end of 1954. 
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But in 1955, the worker with a family still has a wage floor, if he works a 
normal 40-hour week, of just $30. The Eisenhower administration wants 
to raise the minimum wage to 90 cents an hour or $36. This proposal comes 
from the Republican administration which boasts that although conservative in 
economic matters, it is liberal with respect to human beings. 

Mr. Chairman, the American workingman needs a decent minimum wage if he 
is to maintain a decent standard of living. An hourly wage of $1.25 is certainly 
not too much for any man to earn in these days of high costs in the greatest 
Nation in the world. 

Another reason I introduced a bill with the $1.25 figure is to give some pro- 
tection to the employer who pays a decent living wage as against the business 
man whose employees must work for sybstandard wages. 

There is a lot of talk in the country today about competition. But the fair- 
minded employer, who wants to make the free enterprise system work and 
who really believes in competition, is often confronted by employers in his 
own community who pay such low wages that they cripple fair competition. 

An increase in the minimum wage to $1.25 would also greatly discourage em- 
ployers from leaving one community to take their plants into cheap labor 
areas. The problem of runaway shops is a very serious one in the United States 
today and it is in large part caused by the low minimum wage. 

According to a Department of Labor study released last March, the pro- 
portion of factory workers in the Middle West earning less than 90 cents an 
hour was 2.3 percent, while in the South 20.2 percent of such workers earned 
less than 90 cents. 

In spite of glowing administration reports to the contrary, there are far 
too many areas of substantial unemployment in America today, many of them 
in the Northeast and Middle West. The persistence of a low minimum wage 
simply encourages more unemployment by luring industry south with the 
bait of cheap wage rates. But exploitation of cheap labor in the South is no 
way, Mr. Chairman, to encourage industrialization in that area or to cut down 
on unemployment in other parts of the United States. 

A higher minimum wage is not only essential to the welfare of the workers 
and employers directly concerned, but it is also vital to the economic well- 
being of the merchants and farmers of the region. When workers earn, 
workers buy, and they buy the products of the farmer and the small business man. 

I would like to take a moment to point out, Mr. Chairman, that while many 
bills have been introduced to increase the minimum wage to $1.25, most of 
these also include proposals to extend coverage of the Fair Labor Standards Act. 
My bill does not. 

It seems to me that two separate issues are involved here and that the exten- 
sion of coverage is an infinitely more complicated question than the increase 
in the hourly wage. I feel that each issue must be considered on its merits if 
there is to be a fair determination of each, and for that reason I commend the 
judgment of the committee in limiting the present hearings to the proposed 
increase. 

Let me say in conclusion, Mr. Chairman, that it is my earnest hope that 
this committee will report a bill providing for a substantial increase in the 
minimum wage for American working men and women. 


STATEMENT OF THE INTERNATIONAL UNION OF ELECTRICAL, RADIO, AND MACHINE 
Worker, CIO 


The International Union of Electrical, Radio, and Machine Workers, CIO, 
representing 400,000 men and women throughout the United States, wishes to go 
on record as recommending that the Fair Labor Standards Act be amended 
to provide a mimum wage of $1.25 an hour. 

Because the present hearings are specifically limited to the question of increas- 
ing the statutory minimum wage, this statement will be devoted solely to that 
issue, This is not to imply, however, that we consider other provisions of the 
Fair Labor Standards Act to be adequate. In our judgment this law falls 
far short in several respects of meeting it’s avowed purpose—namely to eliminate 
“labor conditions detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general well-being of workers * * *.” 

The CIO Electrical Workers support a $1.25 an hour minimum wage for 4 
specific reasons which shall be dealt with in detail in this statement. We believe 
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it will be most beneficial to the committee if we discuss the issue in terms of our 
own specific industry. 
COST OF LIVING INCREASE 


First, the present 75 cents minimum has become obsolete in view of the rise in 
the cost of living since the current rate became effective on January 25, 1950. 
The Bureau of Labor Statistics reports that the Consumer Price Index is 114.2 as 
of April of this year, as compared with a figure of 100.6 for January 1950. This 
rise of almost 14 percent in a period of 5 years does not accurately reflect, how- 
ever, the increased cost of living to the low-income families who benefit most by 
the Fair Labor Standards Act. Studies have indicated that the price rise 
is greater for low-income groups than for the urban wage earners and salaried 
clerical workers surveyed by the Bureau of Labor Statistics for developing buying 
patterns. A study for the years 1935 to 1944 showed a 1.4 percent price increase 
for low-income families, for each 1-percent rise in the BLS price index. 

This cost-of-living factor must be borne in mind in considering an increase 
in the 75-cent minimum which even back in 1949 was termed “inadequate” by a 
majority of the members of the House Education and Labor Committee. 


INCREASED PRODUCTIVITY 


One of the most important factors in the American industrial economy is the 
rapid rise in production during the past few years. The most recent figures in the 
Federal Reserve Bulletin indicate that total industrial production is up 35 
percent from the 1947-49 average. 

In the electrical industry itself production has soared 96 percent from the 
1947-49 average. During this same period of time, however, the number of 
production workers has increased by only 48 percent. 

Last year alone production in the. electrical industry rose almost 12 percent 
while the number of production workers actually decreased by nearly 5 percent. 

What we are witnessing is a phenomenal increase in the output of America’s 
production workers as shown in table I belew. Output per worker in the elec- 
trical industry has risen 50 percent since the 1947—49 period. 


TABLE I.—Jncrease in output per man-hour in the electrical industry 
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1952 





Source: Bureau of Natiwnal Affairs. 


This fact is particularly significant in view of the recent remarks of this 
committee’s chairman, in which he slandered American workers by saying “we 
ought to create a desire to work.” 

The facts should convince even Mr. Barden that our men and women on the 
production line have a very great desire to work as indicated by their tremen- 
dous productive achievements equaled by no other people on the entire earth. 

Our country’s ability to produce has been fully demonstrated in these postwar 
years. The very real problem today is not one of production, but rather it is 
one of consumption. As the output per worker rises it is an absolute necessity 
that wages be increased accordingly. If this is not done, it is only a matter 
of time until we will face the terrifying spectable of poverty and mass unem- 
ployment in the midst of the world’s greatest industrial system. 

Increasing the statutory minimum to $1.25 an hour will mean wage increases 
for approximately 4.5 million men and women workers. The average increase 
is estimated at 23 cents an hour. This would amount to payroll increases of 
$2 billion a year. This $2 billion would go to those at the very bottom of the 
economic scale who, because of their plight, would immediately use this money 
for purchasing basic necessities such as food, clothing, household equipment, 
etc. Asa result industry itself would benefit. 

There are some who say $1.25 an hour is too high a figure which would injure 
the economy. If we in this era of prosperity cannot provide employment for 
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people at a figure of $1.25 an hour there is something seriously wrong. We of 
organized labor have faith in our Nation’s economic system and productive 
capacity being able to provide decent wages for all workers. It is a matter of 
record as to the miracles our economy can perform. We sincerely believe that 
1 $1.25 minimum can be met by industry without ill effects. 

The workers who would benefit from a $1.25 minimum wage are for the most 
part without a union to fight for better wages. They are at the mercy of 
employers who too often place their own greed for profits above the welfare of 
their employees. 

It is, therefore, the obligation of the Congress to see that such workers receive 
economic justice. 

During the past year and a half our Nation has witnessed corporation profits 
soar to new peaks. Stock prices have risen 35 percent in a period when the 
national income actually dropped 2 percent and total employment decreased by 
1 percent. 

In the electrical industry General Electric in 1954 had an increase of 28 per- 
cent in net profits although its sales went down 5 percent and the number of 
employees dropped by 12,000. 

Westinghouse Corp. last year had the highest net profits in its history while 
decreasing its work force by 5,700—4%% percent of its employees. 

By March of 1955 production in our industry reached a level only 4 percent 
below the 1953 peak, but employment sagged by 11 percent. 

In the radio and television industry the 1953 record output is being matched 
this year with 50,000 fewer workers. 

From these facts it is obvious that workers must receive higher wages in order 
to consume the ever-growing flood of goods being produced by our industries. A 
minimum wage of $1.25 an hour will be a step, a very important step, in solving 
this very real problem of continuing prosperity in the face of increasing produc- 
tion with fewer employees. 

WAGE RATES 


In the electrical manufacturing industry itself there are relatively few pro- 
duction workers who would benefit directly from a Federal statutory minimum 
of $1.25 an hour. This is due to the fact that the vast majority of electrical- 
manufacturing workers are unionized, and also because the bulk of the industry 
is located in highly industrialized sections of the country where wages are highest. 

As of January 1955, average straight time hourly earnings in our industry were 
$1.80. Table II gives a breakdown of straight time hourly earnings by industrial 
classification as of January 1955. 


TABLE II.—Straight time hourly earnings in electrical industry as of January 1955 


Straight time : Straight time 
Industry : hourly earnings | Industry—Continued hourly earnings 
il eR dl iia a i $1. 60 90 
Electric lamps . 65 : 
Radio-TV : Electric equipment______--- 1.92 
Communications equipment. 1. Hetriserators.... 2. 1.¢ 
Electrical machinery ‘ Sewing machines___________ 
Switchgear f Laundry equipment 
Electrical generators_ t Blectric motors 


Source: U. 8S. Department of Labor, Bureau of Labor Statistics. 





When the present 75-cent minimum went into effect in January of 1950, average 
straight time hourly earnings in the electrical industry averaged only $1.40 as 
compared to the $1.80 average 5 years later. This amounts to an increase of 28 
percent. 

If the 75-cent minimum was raised by a comparable amount it would amount 
to 96 cents which is 6 cents more than the administration now is recommending. 
The 90-cent proposal is therefore actually a step backward from the 75-cent 
figure of 1950, on the basis of the general increase in the industrial wage level. 

Table IIT shows the straight time hourly earnings broken down by the various 
divisions of the electrical industry as of January of the years 1950 through 1955. 
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TABLE III.—Straight time hourly earnings in the electrical industry 


j 


| January  cemeary | January | Senmery | Semmeere | January 
1950 | 1951 | 1952 | 1953 | 1954 | 1055 


| 





$1. $1. 76 | $1. 80 
. 1.89 


Electrical machinery pene 
Electrical generators -_----- | 
eosiren mostra. ote 2 ; | ; 2.01 
Electrical equipment ___............----- , , } “eed 3 1. 92 
Radio and TV. 3 | b 1. 67 
Service—Industrial and household ma- | 

wh 


chinery 1.94 


Source: United States Department of Labor, Bureau of Labor Statistics. 





In table IV the gross weekly wages and hours in the electrical industry are 
given as of January for the years 1950 through 1955. It shows that in the elec- 
trical industry gross weekly wages rose from $58.44 in January 1950 to $74.56 
in January 1955. Average hours worked dropped slightly in this same period 
from 40.5 to 40.3. The average gross weekly wages and hours in all manufac- 
turing industries is also listed for purpose of comparison. 


TABLE IV.—Gross weekly wages and hours in the electrical industry, compared 
to all manufacturing 





January 1950 January 1951 } January 1952 





| 
Hours Wages | Hours | Wages | Hours 
| 








Electrical industry 
All manufacturing industry_-___.........-.| 


$64. 42 | 41.4 
63.76 | 41.0 | 


| | 








| 


January 1953 | January 1954 | January 1955 





Wages | Hours | Wages | Hours Wages | Hours 
| | 





Electrical industry____- | $73. 25 | 42.1 | $70.74 | 39.3 | $74.56 | 40.3 
All manufacturing industry 71. 27 41.1 70. 92 | 39. 4 | 73. 97 40.2 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 





As has been stated, relatively few of our members would directly benefit from 
a $1.25 minimum wage. Yet there still are some workers in the electrical 
industry even in highly industrialized areas who earn less than $1.25 an hour. 
A study recently made in the New York-New Jersey area, for example, shows 
that approximately 1 percent of the electrical production workers there are 
paid less than $1.25 an hour. A majority of these lowest paid workers are 
women who in 50 percent of the cases are working to implement. inadequate 
family incomes. Many of the male workers in this category are married and 
have to seek extra employment at night and on weekends in order to provide 
the very basic necessities for their wives and children. A large number of 
them are Puerto Ricans who are forced because of their economic plight to 
live in the worst slums of New York City. 


RUNAWAY SHOPS 


The IUE-CIO does have a very direct interest in this legislation as a result 
of the growing trend toward dispersal of the electrical manufacturing industry. 
More and more plants are being built in non-industrialized and rural communities. 
We are not opposed to dispersal as such. But we are concerned that many of 
these new plants are in fact nothing more than runaway shops—deliberate efforts 
on the part of management to move production to a location where it can obtain 
nonunion labor at cheap rates and no questions asked. This runaway shop plan 
has a most disastrous effect on the economy and the well-being of the people. 
We have as an example the tragic situation in the textile industry where New 
England ghost towns are appearing and tens of thousands of workers thrown out 
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of their jobs due to the unfair competition of textile manufacturers in rural 
sreas of the country who mercilessly exploit their employees by paying miserable 
wages and pocketing the difference in greater profits. 

As an example of the problem we are confronted with today, here is what the 
world’s largest electrical company, General Electric, is doing in order to depress 
the wage standards of the workers in the industry. 

General Blectric insists that the wage rates in each plant should be based on 
the wage standards of the particular area. This is, of course, a wonderful 
policy from the company’s point of view for when they go into a rural area the 
prevailing wage will necessarily be very low in view of little or no industry. 
Although General Electric wants its pay scales set up on a local basis, it still 
insists on charging the same price for its products regardless of where they are 
made. 

To illustrate how this policy operates, we cite the General Electric plant in 
Linton, Ind., a small town in a rural community. Here they make small electric 
motors. The starting rate for women assemblers is only $1.02 an hour. After 
4 months the rate goes to $1.145 an hour—the top pay for that work. The 
starting rate for inspectors, janitors, laborers, testers, punch press operators, 
and winders is $1.08 an hour with a top of $1.20 after 4 months. 

Here is what the local union president at this plant writes concerning the 
company’s low-wage policy: 

“The only argument that the company puts to us when we discuss a raise in 
wages is that GE is paying more now than any other place in the area is paying. 
They are correct with this exception: They will not let us use the coal mines 
which pay approximately $2.40 an hour, and we cannot go beyond 15 miles from 
Linton. There is not any other industry within this 15 miles radius, so they are 
correct When they make this statement.” 

This is an example of how the largest electrical manufacturing company in 
the world actually operates. Ethics are ignored completely and the workers 
of Linton, Ind., regarded as mere pawns to be used to increase the already heavily 
Iuden coffers of General Electric. 

A comparison of the General Electric lamp plants at Tell City, Ind., and 
Anniston, Ala., reveals that the minimum hiring-in rate at Anniston is only 
$1.05, 16 cents less that the comparable Tell City rate. An even more shocking 
differential is in the case of a meter repairman (limited) who in Anniston is 
paid $1.485 while in Tell City he earns $1.91, 42.5 cents an hour more. An 
examination of all the comparable job classifications shows that the pay differ- 
ential ranges from 3 cents an hour to 42.5 cents an hour—in all cases Anniston, 
Ala., workers are paid less than workers in Tell City, Ind. Yet both plants 
produce identical items for which the company charges the same price. 

Another example is the General Electric plants in Newark, N. J., and Mem- 
phis, Tenn., which produce miniature lamps. In Memphis the wage scale ranges 
from 13 to 34 cents an hour less than the rates in the Newark plant. Neverthe 
less, miniature lamps made in Memphis sell for the same price as those made in 
Newark. 

In case anyone is under the impression that it costs less to live in Memphis, 
Tenn., than in Newark, N. J., here are the facts. The Bureau of Labor Statistics 
reports that the necessary minimum annual budget for a family of 4 is $4,257 
in Memphis, and only $4,142 in the New York-New Jersey metropolitan area, 
which includes Newark. 

General Electric, of course, is not alone in the electrical-manufacturing indus- 
try in exploiting workers whenever given the opportunity to do so. There are 
numerous fellow modern-day robber barons. 

One such example is the American Bosch Corp., which recently built a new 
plant in Columbus, Miss., where more than 600 workers are employed in the 
manufacture of automotive electrical accessories. The B assemblers, who 
number 400, have a starting rate of 80 cents an hour, with a top of $1.10. Mate- 
rial handlers earn from 90 cents to $1.05 an hour, and punch-press operators 
and drill-press operators receive from 85 cents to $1 an hour maximum. 

This problem is most serious. It presents a threat to the gains made over the 
years by the workers in the electrical industry. The security and decent standard 
of living presently enjoyed by our membership is being jeopardized by these 
runaway shop operations which greedy employers are engaging in. 

Although most of the runaway shops have been established in rural areas 
and in the South, there are now even companies which are running from the 
South to the North. 
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One such case is the Stromberg-Carlson Corp. which manufactures a wide 
range of communication equipment. In 1953 this company, which has its main 
plant in Rochester, N. Y., took over the operation of the Southern Blectrie & 
Transmission Co. in Dallas, Tex. On April 6 of this year the workers at this 
Dallas plant voted overwhelmingly to join our union. On April 27, after brief, 
harmonious negotiations with no threat of a strike, a contract was negotiated 
which was better than the contract at the company’s plant in Rochester. 

Less than a month later Stromberg-Carlson’s vice president, J. H. Voss, 
announced that the Dallas plant was being closed down as of October with 
operations being move to the main plant in Rochester. 

The reason for this move is, of course, to escape paying decent wages to its 
employees so that company profits can be made even greater. 

Certainly the Nation’s economy is not going to be healthy if companies jump 
from one area to another for the sole purpose of obtaining workers at sweat- 
shop wages. No one will benefit except a few employers whose sole interest is 
the attainment of profits at the expense of their workers and the communities 
themselves. 

The basic answer to this problem lies largely in the unionization of the workers 
in these newly developing areas. That, however, will take considerable time 
and effort, especially in view of the restrictive measures written into the Taft- 
Hartley Act in 1947. 

It is our position that the Federal Government itself has a very real responsi- 
bility in this field. It should act to help correct these present injustices which 
threaten economic stability. By raising the statutory minimum wages to $1.25 
an hour, a significant improvement would be realized. First of all, it would 
mean that the workers in these newly developing areas would have higher pay 
scales and therefore greater purchasing power with which to buy the goods 
being produced. It would mean a more decent standard of living to these work- 
ers and their families. Everyone in the community would share in the benefits 
of industrialization instead of only a few at the expense of the many as is 
happening now all too frequently. It would discourage chiseling employers from 
moving into a community and setting up a plant with the view in mind of 
exploiting the workers in the area. It would give encouragement to those em- 
ployers with a sense of decency and responsibility toward their employees and 
the community itself. 

Under the present grossly inadequate 75-cent minimum wage, employers with 
the lowest moral standards and least integrity are the very ones who benefit the 
most. An employer with a social conscience who sincerely desires to treat his 
workers fairly and pay them an honest wage is in a most difficult position. He 
finds himself competing with employers who pay inadequate wages and can 
therefore sell their products at a lower price, 

Laws should be so written as to assist, not hinder, those who are conscientious 
‘and trying to be fair and decent. Yet the Fair Labor Standards Act today 
actually is giving aid and comfort to the worst employers, at the expense of the 
responsible elements in industry. 

A $1.25 minimum wage will not, of course, solve all of the complex problems 
involved in the dispersal of industry in the United States. But it would prove 
of considerable value in stopping the cruel exploitation of workers now taking 
place in hundreds of runaway shops. 

A clear distinction should be kept in mind between legitimate expansion of 
industry into new areas, and the closing down of plants and moving of oper- 
ations to another location for the purpose of escaping decent working standards. 
It is this latter situation which must be met if we are to have increasingly 
higher standards of living in keeping with our increased productive capacity. 


CONGRESSIONAL PAY RAISE 


Only this year the Congress raised its salaries from $12,500 plus a $2,500 
expense allowance, to $22,500 a year. The members of this very committee voted 
by a margin of 20 to 10 in favor of giving themselves this increase. TUE-CIO 
did not begrudge the Members of Congress this wage raise. We, in fact, rec- 
ommended a salary of even a higher amount. It would seem only just, how- 
ever, that the Congress see fit this year to pass a $1.25 minimum wage for 
American workers after having voted itself a pay raise of 50 percent. 
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CONCLUSION 


The CIO Electrical Workers feel very strongly that the present economic pic- 
ture makes a clear-cut case for raising the minimum wage to $1.25 an hour. 
With corporation profits and stock prices at alltime highs, there is no valid 
reason why consideration should not be given to our lowest paid citizens. 

The Congress of the United States has a moral responsibility in this matte: 
which to date it has failed to meet. We are not asking the impossible, but 
rather for simple economic justice for millions of workers. It*is now up to the 
Congress itself to act. 


STATEMENT OF ANTHONY VALENTE, INTERNATIONAL PRESIDENT, UNITED TEXTILE 
WorKERS oF AMERICA, AFL 


We are here in support of an increase in the minimum wage under the Fair 
Labor Standards Act, from 75 cents an hour to $1.25. 

Our exhibit A is a copy of the statement we presented to the Senate sub- 
committee dealing with the same subject. 

For the purpose of this hearing, we will confine ourselves to wages; particu- 
larly to wages and conditions in the textile industry. Approximately 1 million 
workers are employed in this industry with more than 7,500 mills in the conti- 
nental United States. The minimum wage ranges from 75 cents to $1.25 an 
hour; the latter is more prevalent in the dyeing and finishing divisions of 
textiles, and in the manmade fiber mills. 

As exhibit B, I am enclosing a list of our local unions having a minimum of 
$1.25 an hour. The average hourly wage in the entire textile industry is 
around $1.37, or 50 cents an hour below the average for all factory workers. 

The latest Bureau of Labor Statistics’ wage survey breaks down the differ- 
ential in the cotton and synthetic segment of the industry as follows: North 
$1.42; South, $1.27. The northern figure includes the Middle Atlantic States. 
The BLS average in the woolen and worsted industry is set at $1.51. 


WALSH-HEALEY PUBLIC CONTRACTS ACT 


On the 11th day of December 1952, after many months of conferences and hear- 
ings, the late Maurice Tobin, then Secretary of Labor, announced a minimum- 
wage determination for the cotton and synthetic division of the textile industry. 
He set the prevailing wage at $1 to replace the minimum of 87 cents determined 
in November 1948. We had petitioned for a minimum of $1.13. 

Later on, the Secretary of Labor also determined that the minimum wage in 
the woolen and worsted industry should be increased from $1.05 to $1.20 an 
hour. We had petitioned for $1.30. However, we signified our acceptance of the 
Secretary’s decision. 

Almost 3 years have elapsed and the textile workers have not yet received 
these increases ordered by the Government. The device by which these workers 
have been cheated out of this modest raise is known as the Fulbright amendment, 
a rider attached to an appropriation bill in 1952. 

This amendment encouraged and permitted a group of low-wage employers to 
open to court review wage determinations under the Walsh-Healey Public Con- 
tracts Act, and the Secretary of Labor was enjoined from making his textile’ 
minimums effective. The end result of the Fulbright amendment has not only 
deprived the lowest paid workers of their increased wages during the past 30 
months, but it has also invited violation of the Public Contracts Act and the 
principle of minimum protection for workers producing goods under Government 
contracts. 

This is one more reason why we are attempting to secure a decent minimum 
wage under the Fair Labor Standards Act. 

All of this wage data must sound confusing, and that is just what it is. The 
wage structure in textiles follows no reasonable pattern. 


ORGANIZATION 


The substandard wages in the South can be attributed to the lack of organiza- 
tion. The legal right of the workers to organize and bargain collectively is denied 
and sabotaged by a large number of Southern employers. They are aided and 
abetted by the Taft-Hartley law and the hypocritical and misnamed “right-to- 
work” laws in the Southern textile States; and, as stated, they have managed to 
nullify the wage provisions of the Walsh-Healey Public Contracts Act. Through 
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conspiracy and influence, this opposition to a workers’ union reaches down into 
the community, business districts, and clubs. In some cases, it reaches into the 
ministry and the political arena. 

Not satisfied with keeping the workers in subjection with inferior wages and 
working conditions, these unfair employers are now engaged in monopolistic 
practices and the transfer of production to the low-wage areas of the South 
when the mergers are consummated. 

In addition, these low-wage States are competing with each other in offering 
inducements and subsidies. 

A special committee of the American Federation of Labor has just completed 
a 2-year study on the subject of migratory subsidies. We believe this report 
will provide the committee with pertinent information on the question of fair 
labor standards. The report should be available in printed form very shortly. 
One of the reconimendations contained therein calls for a continuing study by 
Congress, preferably by the Committee on the Economic Report. Another recom- 
mendation is an increase in the minimum wage to $1.25. 

Although the textile industry has been the most seriously affected by migra- 
tory subsidies, other trades and industries now have to contend with these prac- 
tices, and we believe our national economy is threatened. It is quite clear that 
until Congress faces up to this problem, we cannot establish in the true sense the 
principles and objectives of the Fair Labor Standards Act. 

We contend that 90 cents an hour is a complete evasion of the low-wage prob- 
lem and the struggle for existence for millions of workers. It is not a valid 
argument to say that an increase of 50 cents an hours is too much, unless our 
opponents can prove that $1.25 an hour is too much for a degree of decent 
subsistence. 

A good way to prove it would be an attempt on the part of the opposition to buy 
what they consider to be life’s necessities on $1.25 an hour. The fact is, 75 cents 
was too low in 1949; $1 an hour would have been reasonable and proper then, and 
certainly the increased living costs since 1949 demand more than a token increase. 

We do not agree with the President that a higher minimum than 90 cents might 
well cause lower production and unemployment in some industries; certainly, 
he does not have the textile industry in mind. Our man-hour productivity has 
increased at least 25 percent since 1949. This productivity increase did result 
in displacement and unemployment, but it had nothing to do with the minimum- 
wage increase. 

Automation, or technological improvement, is nothing new in the textile indus- 
try. I have said that the prevailing working force is about 1 million. This is 
about 200,000 less than the average level of employment for 1947-49. According 
to the Federal Reserve Board, the textile mill production for November 1954 was 
103 percent of the base period for 1947-49. This productivity increase alone 
should justify the $1.25 minimum. The workers with heavy workloads have 
supplied the production, but the industry has not supplied the compensatory 
wages. : 

And when the President states that “minimum wages do not deal with the 
fundamental causes of low income and poverty,” we agree that his proposal of 
90 cents does not deal with the problem. If we follow up his real meaning 
on the principle of minimum wages, we wonder why he proposed any increase 
at all. 

Our brand of economics teaches us that a fair minimum wage not only provides 
a measure of decent living to the workers and their families, but also increases 
production, consumer demand, and employment. In addition, it Gan minimize 
cutthroat competition between employers and provide protection against exploi- 
tation for the unorganized workers. 


TEXTILE WORKERS 


There has been no general wage increase in the textile industry since 1951 
when the Wage Stabilization Board permitted a wage raise up to 10 percent for 
all workers. 

In fact, during the past 3 years New England textile workers have taken wage 
reductions and a lowering of working standards ; and this when workers in other 
industries received higher wages, improved conditions, and the shorter workweek 
in compensation for increased productivity. 

Just recently, the cotton and rayon workers of New England were compelled 
to strike against another attempt to reduce wages and working conditions, 

The minimum wage in the New England mills affected by the strike is about 
$1.10; the minimum in the South in the organized mills is about $1.04 an hour. 
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The New England employers charged that the wage differential between the 
North and the South was 23 cents, including fringe benefits. This can be no 
more than a guess, because these figures are taken from unnamed samples and 
there are no precise estimates for the entire industry. For example, in 1952, the 
Labor Department determined that the prevailing minimum wage in the cotton 
synthetic division of textiles was $1. We petitioned for a minium of $1.13. 
This difference of opinion also applies to the North-South differential. For the 
all-inclusive textile industry, we would place the differential at about 20 cents 
an hour including fringe benefits. In any event, an increase in the minimum 
to $1.25 would narrow the differential and provide a varied percentage increase 
for more than 500,000 textile workers—the large majority of them in the South. 

Anything less than $1.25 an hour will still find the textile industry in a demor- 
alized and critical condition. The movement for consolidation and monopoly 
in textiles has now developed into a battle among a few textile giants for control 
of the market, with complete disregard for the victimized workers left destitute 
when the mills are closed and the production moved to the low-wage areas of 
the South. 

One dollar an hour will not convince Burlington Industries, Inc., that it 
should comply with the orders of the National Labor Relations Board to cease 
and desist from unfair labor practices. They have successfully defied the Board 
up to now. One dollar and twenty-five cents will at least compel this No. 1 
textile combine to pay their workers a wage which will provide a minimum of 
lecent living. (Our exhibit C is an excerpt from the New England Governors’ 
report dealing with this violation of the National Labor Relations law.) 

Millions of underpaid and substandard workers are dependent on your deci- 
sion, The increase in the minimum wage has been too long delayed. The neces- 
sities of life and the cost of living is at the highest point. There are no prospects 
for a substantial reduction in high prices for food, rents, ete. Congress can 
demonstrate its concern for the underprivileged by raising the minimum wage 
under fair labor standards to $1.25 an hour. 


Exuipit A.—TESTIMONY OF ANTHONY VALENTE, PRESIDENT OF THE UNITED TEXTILE 


WoRKERS OF AMERICA, BEFORE THE SENATE LAaspoR SUBCOMMITTEE TUESDAY, 
AprIL 19, 1955 


We are here in support of the amendments to the Fair Labor Standards Act 
of 1938. 

We favor the proposal to increase the minimum wage from 75 cents to $1.25 
an hour with a decrease in hours from 40 to 37% in 2 years and 35 in 4 years, and 
for the extension of coverage. 

Representing the United Textile Workers of America with membership in all 
segments of the textile industry, we will attempt to convince the Senate sub- 
committee that our proposals are sound, practical, and necessary. In our opinion, 
anything less cannot be called fair labor standards. 

We also present to Congress a long-delayed analysis of the textile industry, 
a vital segment of our economy, in support of our contention and reasons why 
Congress should pass these amendments. 

Our testimony is in conformity with section 2 (a) of the Fair Labor Standards 
Act of 1938, set down as follows in the findings and declaration of policy: 

“The Congress hereby finds that the existence, in industries engaged in com- 
meree or in the production of goods for commerce, of labor conditions detri- 
mental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers (1) causes commerce and 
the channels and instrumentalities of commerce to be used to spread and per- 
petuate such labor conditions among the workers of the several States; (2) 
burdens commerce and the free flow of goods in commerce; (3) constitutes an 
unfair method of competition in commerce; (4) leads to labor disputes burdening 
and obstructing commerce and the free flow of goods in commerce; and (5) inter- 
feres with the orderly and fair marketing of goods in commerce.” 

This statement of necessity requires more detailed explanation. We expect 
to show this committee, and we hope the Congress and the administration, that 
mes is a problem vitally affecting the public interest, demanding legislative 
action. 

To save the time of the committee and in an effort to explain the complexities 
of the textile industry, I am submitting the following enclosures with the origi- 
nal copy of my testimony, which will be left with the committee : 

(a) Textile industry definition and description. 
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(b) Causes and proposed remedies for textile unemployment as submitted 
to Senate Labor Subcommittee 

(c) Typical union contracts in textile industry, giving wages, fringes and 
working conditions in wool, cotton, synthetics, dyeing and finishing. 

(d) Textile wages and practices as surveyed by the Bureau of Labor 
Statistics, showing wage, and labor cost differentials (taken from report 
on the New England textile industry by committee appotayen by the Confer- 
ence of New England Governors, 1952). 

(e) Productivity, output rises, employment dips. 

We offer these documents to substantiate our contention as to the necessity 
of a substantial and practical increase in the minimum wage—a minimum of 
$1.25. 

The textile industry is fiercely competitive, not only in the market and price 
field, but also in the struggle for employment by workers who have devoted their 
lives to the preparation and fabrication of textiles and who find themselves ill- 
fitted for relocation. The employer holds the advantage of a surplus labor 
market, and in many instances is able to inflict unfair labor standards and 
practices upon the unorganized workers. This method of exploitation and low 
labor cost gives him the lever to manipulate prices in competition with other 
employers with higher labor costs. 


TEXTILE GIANTS 


This is particularly true in the case of the big chains, and is becoming more 
pronounced with the prevalent wave of mergers and the attempt of a few textile 
giants to gain control of the industry. Unfortunately for our unions, these 
giants spend much of their time and money fighting and preventing the organiza- 
tion of their workers. 

CUT-THROAT COMPETITION 


An increase in the minimum wage to $1.25 would revitalize the textile indus- 
try, not only in the establishment of a decent wage structure but also in market 
stability, and would be a blow to cut-throat competitition. It would discourage 
the luring of industry to cheap labor localities by subsidies. It would compen- 
sate the workers for increased productivity, provide more purchasing power, 
which must of necessity create a greater demand for textiles. Even the employ- 
ers admit that it is either “feast or famine in textiles.” 

The passage of this bill with extended coverage will stimulate consumer de- 
mand on a large scale; almost everyone desires and needs more wearing apparel 
and household textiles. We are now suffering from a restricted market. This 
legislation will open the gates to the power of purchase, provide more regularity 
of employment somewhere between “feast and famine.” 


PROFITS 


The opposition will contend that the increase to $1.25 is too drastic, but they 
will not contend that they would enjoy the experience of trying to live on $1.25 
an hour. They will say it will be too much of a shock to the economy, which is 
just what they need. Spokesmen for the textile industry will tell you about 
diminishing profits, and, in some cases, they will be right. But they should also 
tell you about the textile giants, the mergers, monopolies, the migratory subsi- 
dies, unfair labor practices and cut-throat competition between employers, and 
substantial profits. 

In this regard, let us examine the No. 1 textile combine—the Burlington Mills 
Corp,, recently changed to Burlington Industries. Their mills are scattered all 
over the continent with the largest concentration in the low-wage sections of the 
South. 

A few months ago this company gained control of Pacific Mills and Goodall- 
Sanford. Burlington makes about everything in the line of textiles. Mr. Spen- 
cer Love, the president, stated a few weeks ago that he would favor the 90 cents 
minimum. 

We are not surprised. It would still leave Burlington with substandard 
wages much lower than union wage scales and also maintain his unfair com- 
petitive advantage Burlington did very well according to the following finan- 
cial report: 

“Consolidated net earnings of Burlington Mills Corp. almost doubled in the 
first quarter of the current fiscal year. Consolidated net sales rose 54.3 percent 
over the like 3 months a year earlier. 
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“The net profit for the 3 months to December 31, 1954, was $4,202,000 after 
income taxes of $5,166,000. This compared with $2,149,000 after taxes of 
$2,251,000 in the like quarter of the year previous. Share earnings for the 
1953 period were 26 cents a share on 7,040,508 common shares, while the 
53 cents share earnings of the 1954 period were based on 7,253,585 common 
shares.” ? 

When the administration acknowledges the necessity of increasing the mini- 
mum wage, the only remaining question is the amount of the increase. When 
the administration recommends a 90-cent minimum to replace the prevailing 
75 cents, the burden of proving that 90 cents an hour is a living wage under our 
American standards of decency rests entirely upon the administration. 

Simply to say that any minimum higher than 90 cents would cause economic 
dislocation is a fallacy in all that the word implies and most certainly will not 
deceive the millions of workers now laboring for substandard wages. The 
working people in this day and age demand more than the crumbs from the 
table of abundance, and the offer of 90 cents an hour is a poor excuse for the 
dynamie program we have heard so much about. 

Let us have a little more political and economic honesty and less political 
expediency. We have demonstrated a unity of purpose in our foreign policy; 
let us try it on the homefront. 


PRODUCTIVITY 


There are several sound reasons why the minimum wage should be raised 
to $1.25 an hour, but on the one question of productivity alone the working 
people are entitled to this minimum. 

There was a time in the textile industry when production was measured in 
yardage but today it is mileage. During the past 25 years the man-hour pro- 
ductivity in textiles has increased not less than 150 percent. About 175,000 
textile workers in New England are turning out a great deal more textiles today 
than 400,000 workers turned out in 1930. In those days it was known as the 
multiple system; today it is known as technology and automation. In this 
connection, we would like to call the committee’s attention to an article entitled 
“Business Outlook,” by J. A. Livingston, which appeared in the Washington 
Post on Sunday, March 6, 1955. I will not read the full text of the article, 
but a copy of same will be submitted to the committee. 

I do want to point out, however, that Mr. Livingston lists 12 industries, 
including textiles, showing that in the period from December 1953 to December 
1954 production was up 13 percent and employment down 3 percent. Mr. Living- 
ston might well say that our children will talk about the 40-hour workweek, 
as we of this generation talk about the 10-hour day and the six-day week, 
because we come here today to tell you that the textile industry cannot provide 
steady employment even with the 35-hour workweek. 


SHORTER WORKWEEK ESSENTIAL 


One million textile workers in the United States have cooperated with man- 
agement to increase production. We have worked so hard and at such a speed 
that we have worked ourselves out of a job. About 300,000 of us are completely 
unemployed and hundreds of thousands of those employed are on short time— 
2, 3, or 4 days a week. We have accepted the technological improvements with- 
out corresponding improvements in our wage scales, as you will notice from 
the enclosures on textile wages. 

With due regard for the opponents of the $1.25 minimum, we are asking 
Congress to approach the proposal from the standpoint of economic necessity, 
with which we are all familiar, 


TEXTILE WAGES 


Let us take a quick look at the wage structure in textiles. The prevailing 
situation in New England demands that the Members of Congress should know 
the true conditions in this industry because only Congress can bring forth a 
solution to an industrial catastrophe as demonstrated by textiles. 

To avoid any question of prejudice, we will utilize the Bureau of Labor 
Statistics as our authority. 

With about 20 divisions defined as the textile industry employing close to 
a million workers, we find that the average hourly wage for January 1955 is 
$1.37. For all manufacturing, the average hourly wage is $1.84; for durable 
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goods it is $1.96; and for nondurable, $1.68. With textiles in the latter category, 
we find ourselves with 31 cents an hour less than the nondurable average. 

We do not claim ourselves more skillful than other workers, neither will we 
admit to being less skillful; there isn’t any reason whatsoever why our average 
wage should not be $1.68. That’s just about what it would be if the industry 
was completely organized. But with only about 50 percent organized and the 
remainder denied the right of collective bargaining, as a matter of public interest, 
we must look to Congress to protect and improve minimum-wage standards, curb 
cut-throat competition and monopolistic mergers. 


NORTH-SOUTH DIFFERENTIAL 


There are a variety of opinions on the North-South differential in textiles. 
In a recent survey, the BLS placed it at 13 cents an hour (not including fringes). 

New England employers now challenging the unions to adjust the differential 
contend that the difference is 23 cents an hour including fringes; we believe 
this is too high. 

We do not minimize the seriousness of the differential; it must be narrowed, 
but we are in complete disagreement with the proposals advanced by the New 
England employers that we accept the substandard conditions of the South. 

The reversal is the proper approach. We must raise the wages and working 
conditions in the South. We have taken wage and welfare reductions in the 
North at a time when workers in other industries were receiving wage increases. 
We accepted additional workloads with increased physical and mental strain for 
the worker. The ClO and the AFL are standing firm in opposition to further 
cuts. The New England employers would do well to join with us in a justi- 
fiable and constructive program, even if it takes more time. 


JOINT EFFORT 


A joint appeal to Congress and the administration must receive the considera- 
tion it deserves. A minimum wage of $1.25 would provide the medium of settle- 
ment. We recognize that your committee is not charged with settling minimum 
wages for the textile industry, per se, and we would point out that a number 
of our locals—some of them in the South—now have minimum wages of $1.25 
and $1.20, but over one-half million textile workers, the large majority in 
the South, would be benefited. The textile industry, second only to food as an 
essential, would be stabilized. The increased demand for textiles would insure 
the profitability of the industry if the minimum wage under fair labor standards 
is increased to $1.25 an hour. 


LIVING COSTS 


It should be unnecessary to go into a mathematical discussion of the trend 
in living costs since the 75-cent minimum became operative. All of us in 
the North, South, East, and West have had a personal experience with the 
highest prices for every commodity in the cost-of-living budget. 

This was the predominant consideration in the recent salary increase for the 
Members of Congress. 

We have food price listings from various sections of the country and while 
we find certain staples showing a uniform pattern, we have found that other 
foods such as cheese, hams, citrus fruits, etc., cost more in New England than 
the metropolitan area in the District of Columbia. 

There is also a mistaken idea about lower living costs in the South. What 
we really have in the South is lower standard of living compelled by lower 
wages. When the $1 an hour southern textile worker lines up in the big 
chain store, he has to pay the same price as the person receiving $5 an hour or 
more. The store man plays no favorites, and when a worker at $1 an hour gets 
through buying food for a week for a family of 4, he has about $10 left after 
working a full week. 


MINIMUM WAGES HELD UP BY FULBRIGHT AMENDMENT 


Our statement on wages would not be complete without reference to the 
Fulbright amendment. More than 3 years ago, we originated petitions to increase 
textile minimum wages under the Walsh-Healy Public Contracts Act. Our pe 
titions called for a minimum wage of $1.30 an hour for woolen and worsted, and 
$1.13 for cottons and synthetics, to replace the old rates of $1.05 and 87 cents, 
respectively. 
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The final determination by the Department ef Labor called for a wage of 
$1.20 an hour for woolen and worsted, and $1 for cotton and synthetics. We 
certified our acceptance of the decisions but a group of employers from both 
divisions of the industry appealed to the courts for an injunction to prevent the 
Secretary of Labor from making the increase effective. 

And that is where the textile workers’ wages are today in the courts; and 
there is no immediate prospect of the increase getting out of the courts. The 
unfair employers would rather give the textile workers’ money to the lawyers. 

Our opponents were able to cheat us out of this moderate wage raise because 
Senator Fulbright, of Arkansas, attached a rider to an appropriation bill making 
the Public Contracts Act decision subject to court action. 

“The Fulbright amendment did three things. It required proceedings under 
the Public Contracts Act to conform to the Administrative Procedure Act. It 
provided for court review of a wage determination if suit is filed by an aggrieved 
or adversely affected party within 90 days of its issuance. The amendment, 
further, allowed court tests of any legal question under the act at any time by 
an interested party, even though he had signed a contract containing stipulations 
which he subsequently wished to contest in court.” 

A number of mills have withdrawn from the court case, but the “bitter enders” 
are hanging on. 

A few days ago District Court Judge Alexander Holtzoff declared the $1 mini- 
mum wage in cotton and synthetic textiles invalid. He later reversed himself 
to reinstate the main terms of the preliminary injunction, but the fact remains 
that this injunction has emasculated the Public Contracts Act. 

In this industrial war between the States, I would like to quote the following : 


“Base Pay RULING HAILED As Victory IN SoutH Over New ENGLAND 
“(By Murray Wyche, Fairchild News Service) 


“ATLANTA, April 5, 1955.—A Federal court ruling yesterday barring the Secre- 
tary of Labor from setting minimum wages on a nationwide basis for cotton 
textile mills working on Government contracts was hailed here today as a vic- 
tory for the South over ‘unions and the New England textile manufacturers.’ 

“A permanent injunction barring the Secretary of Labor from determining 
Government contract wages on an industrywide basis was first filed by a group 
of 20 Georgia mills in December 1952, and was known as the Covington Cotton 
Mills case. Later it was joined by a group of North Carolina Mills. 

“The decision was ‘most gratifying,’ declared Norman BE. Elsas, chairman of 
Fulton Bag & Cotton Mills, here, expressing the feling generally of the South’s 
expanding textile industry. 

“The $1 minimum was ‘inspired by the unions and the New England manufac- 
turers,’ declared T. M. Forbes, executive vice president of the Cotton Manufac- 
turers’ Association of Georgia.” 

I think this, more than anything else, should demonstrate to Congress the 
extreme necessity for drastic measures to protect the workers—the victims now 
being squeezed in the battle of the textile giants. 

Legislation now before Congress would remove the disastrous effects of the 
Fulbright amendment. The Senator should know that his State of Arkansas 
is on the lowest rung of the economic ladder ; textile wages are at the starvation 
levels, 

In consideration of the reasons I have put forward, the United Textile Work- 
ers of America would respectfully petition your committee to recommend a 
minimum wage of $1.25 an hour, a workweek of 35 hours, and the extension 
of coverage to all workers who rightfully and legally should receive the protec- 
tion of the Fair Labor Standards Act. 


63489—55——_40 





AMENDMENT TO INCREASE THE MINIMUM WAGE 


ExuHisit B.—Milis with over $1.25 minimum 





Name of company Per hour 





Wilton Woolen Co., Wilton, Maine___._-..._..-._....-- 
Chicopee Manufacturing Co. (Johnson & Johnson), Bensenville, tl 
Personal Products Corp. (Johnson & Johnson), Chicago, tl. 
National Dye Works, hicago, T_- 
Western Piece Dyers and Finishers, Chicago, Il. 
Chicopee Manufacturing Co. (Johnson & Johnson) Cc Todess), “Bensenv ‘ille, Th 
Personal Products Corp., Chicago, 
| Chippewa Falls Woolen ‘Mills Co., Chippewa 1 Falls, Wis 
Chase Bag Co., Philadelphia, Pa “ 
Steralon Products Co.. Philadelphia, Pa 
F. P. Woll & Co., Philadelphia, | Pa. 
Male 
Female_- 
; Reteenl P aper Stock Co., St. Louis, Mo.: 


aes et 
jm¢«os «© « s5 © 


— 


Ameren Enka Corp., Asheville N. C.....-.-- : 
Hudson Mohair, Hudson, Mass... - wet 

Hudson Worsted, Hudson, Mass... 

| Gilet Carbonizing, Lowell, Mass be 

E. J. Bently, North Chelmsford, Mass i 
Southwell Wool Combing, North Chelmsford, Mass_--- 
| Charle sstown Woolen, Keene, N. H ~ 
American Bemberg Corp., Elizabe sthton, Tenn... _- 

| Lymensville Woolen Co., Providence, RL. 





ee. ee ee) 








! After 1 year. 
Exuisit C—UNITED TEXTILE WORKERS OF AMERICA 


EXCERPT FROM THE REPORT AND STUDY OF THE NEW ENGLAND GOVERNORS AND THE 
TEXTILE COMMITTEE, RELEASED IN APRIL 1953 


Burlington Mills Corp. appears to offer the classic illustration of resistance to 
union organization and collective bargaining on a grand scale. The firm operates 
45 mills in the South. The NLRB has issued at least 9 orders directing the 
company to cease and desist from unfair labor practices, such as interference with 
employees in their right to organize, discharge of employees for union activity, 
and refusal to bargain in good faith * * * though the union has been certified 
as a bargaining representative in 8 of Burlington’s mills over the last 12 years, not 
a single agreement has ever been negotiated. 


STATEMENT OF Hon. CHARLES A. BOYLE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF ILLINOIS 


Mr. Chairman and members of the House Education and Labor Committee, I 
wish to thank you for this opportunity to testify before this committee today on 
the proposed amendment to the Fair Labor Standards Act. 

The proposal to increase the minimum wage to $1.25 an hour and to extend 
coverage of the act to workers not now protected by a minimum-wage floor and 
the provisions for time and a half for overtime work will continue to enlist my 
complete support. 

An increase in the minimum wage is not only a family necessity, but it is 
a national economic necessity as well. We must think in terms of increasing 
the purchasing power of the low-income earner. A clear analysis compels us 
to regard the worker as a consumer whose increased purchasing power could 
stimulate a lagging economy, rather than thinking of him as an economic lia- 
bility to his employer whose wages, if increased, will either drive his employer 
out of business or raise prices for all of us. 

Opponents of the $1.25 minimum wage repeatedly say that this would increase 
unemployment and many firms would be forced to reduce their payrolls or even 
go out of business. This is the same argument that was used when the minimum 
wage was set at 30 cents in 1939 and again when it was set at 75 cents in 1950. 
This grim prophecy simply has not been borne out by facts. 
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In 1950 when the minimum wage was increased to 75 cents an hour, there 
were practically no plant shutdowns or layoffs resulting from this measure. 
Opponents of the measure then, as now, had predicted economic disaster. 

In fact, the Department of Labor studies revealed that in five low-wage indus- 
tries—southern sawmills, men’s dress shirts and nightwear, fertilizer, men’s 
seamless hosiery and wood furniture—even though the higher minimum wage 
required increased wages for a substantial proportion of the workers in those 
industries the adjustment to the higher wage scale was made with “only minor 
determinable effects.” 

At that time the Secretary of Labor said in his annual report, “Prices for 
products of low-wage industries affected substantially by the necessity for the 
payment of higher wages do not seem to have risen as a group any higher than 
prices of other products * * *. Increased efficiency of production, particularly 
through mechanization and high-volume operations, apparently absorbed much 
of the increased cost.” 

It is self-evident that every American worker is entitled to a decent standard 
of living. It is also axiomatic that no worker can enjoy what we like to refer 
to as the American way of life on less than $1.25 per hour. 

The average worker putting in a 40-hour week will earn approximately $2,500 
a year if he makes $1.25 an hour. An annual income of $2,500, although it may 
be an improvement over the income derived from the present 75-cent-an-hour 
provision, is still far from adequate to meet the minimum budget requirements 
of an average family. 

In 1951, the Bureau of Labor Statistics worked out a minimum income chart 
for an average family of 4 based on living costs in 34 cities throughout the 
United States. The budget required for a basic minimum standard of living 
varied from $3,812 to $4,454. It would require a minimum wage of $1.91 to earn 
enough to meet the lowest income requirements for a decent standard of living 
as defined by this study. The lowest budget figure was $3,812, the minimum 
necessary to live in New Orleans. 

A minimum wage of $1.25 an hour does not sound unreasonable to me. I don’t 
know of a single area in the United States where you could provide your family 
with decent housing, clothes, adequate food, and even minimum medical and 
dental care on an income of $1.25 an hour or $2,500 a year. And this includes 
no allowance for recreation or luxuries. 

The administration proposal to scale down to 90 cents an hour, what already 
appears to be a barely adequate increase in the minimum wage to $1.25 an hour 
is sheer ignorance of the basic facts of the living costs in today’s economy. 

The Consumer Price Index rose 14 percent between January 1950 and Novem- 
ber 1954, according to the Bureau of Labor Statistics. Wages have been raised 
five times since 1950 in major American industries. The minimum wage was 
set at 75 cents an hour in 1950. Today, 5 years later, it is still 75 cents. It is 
totally inadequate and unrealistic in view of the economic picture today to 
increase the minimum wage to anything less than $1.25 per hour. 

The administration proposal to increase the minimum wage to 90 cents an hour 
will not improve the living standard of 3 million workers who earn more than 
90 cents an hour, but are still existing on a substandard level. The 3 million 
workers who earn 95 cents or perhaps $1.04 an hour would receive no benefit 
from such legislation. They will continue to exist on a powdered-milk and dried- 
meat diet. They will still be unable to afford adequate housing and even modest 
conveniences. 

In addition to increasing the minimum wage to $1.25 an hour, I sincerely hope 
that coverage will be extended to many groups not currently protected by the 
provisions of the Fair Labor Standards Act. 

According to recent estimates there are approximately 44 million people en- 
gaged in private employment, exclusive of proprietors, self-employed persons, 
unpaid family labor, and executive, administrative, and professional employees. 

Of these 44 million employees, 13.6 million were not covered because they 
were engaged in intrastate activities and 6.4 million were specifically exempted 
from the minimum wage and overtime provisions. 

The present Fair Labor Standards Act provides more limited coverage and 
contains more exemptions from the wage-and-hour provisions than the original 
act of 1938 did. 
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Coverage should certainly be extended and many of the groups now exempted 
should be protected under this law. 

An inadequate minimum wage is responsible for unbalanced diets, the inability 
to afford medical and dental care and poor housing. These conditions foster 
malnutrition, sickness, Slums, illiteracy, juvenile delinquency, and crime. The 
entire community and the Nation as a whole, suffers when our most valuable 
asset—our citizens—are forced to live on a substandard level. 

For these reasons, the majority of the constitutents of the 12th District of 
Illinois favor, and I shall support, a $1.25-an-hour minimum wage and extended 
coverage of the Fair Labor Standards Act. 


Chairman Barpen. The committee stands in recess. 
(Whereupon, at 1:45 p. m., Friday, June 10, 1955, the hearing was 
recessed. ) 
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TUESDAY, JUNE 14, 1955 


House or REPRESENTATIVES, 
ComMITTEE ON EpucatTion AND Lagor, 
Washington, D. C. 

The committee met at 10:20 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Graham A. Barden (chairman) 
presiding. 

Present: Representatives Barden (presiding), Kelley, Bailey, 
Perkins, Wier, Landrum, Bowler, Roosevelt, Zelenko, McDowell, 
Gwinn, Smith, Velde, and Frelinghuysen. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order. 

I believe the International Ladies’ Garment Workers Union repre- 
sentative is present, Mr. Hochman. 

I understand the House meets at 11 o’clock this morning, and I 
hope we can hold to this schedule today. 


Mr. Hochman, will you identify yourself for the reporter, please, 
sir. 


STATEMENT OF JULIUS HOCHMAN, VICE PRESIDENT, ACCOM- 
PANIED BY LAZARE TEPER, DIRECTOR OF RESEARCH; AND 
KENNETH MEIKLEJOHN, LEGISLATIVE REPRESENTATIVE, IN- 
TERNATIONAL LADIES’ GARMENT WORKERS UNION (A. F. OF L.) 


Mr. Hocuman. My name is Julius Hochman. I am the vice presi- 
dent of the International Ladies’ Garment Workers Union. 

Mr. Chairman and’members of the committee, I am appearing on 
behalf of the International Ladies’ Garment Workers Union to urge 
the enactment of amendments to the Fair Labor Standards Act deal- 
ing with minimum hourly wages. 

I have already submitted a detailed statement of the views of our 
organization, and I would like to ask that this be included in the 
record at this point as part of my remarks. 

Chairman Barpen. Without objection, that may be inserted. 

Mr. Hocuman. Thank you. 

(The statement referred to follows:) 


PREPARED STATEMENT OF JULIUS HocHMAN, VICE PRESIDENT, INTERNATIONAL 
Lapies’ GARMEN'tT WorKerS’ UNION (AFL) 


I am here on behalf of the International Ladies’ Garment Workers Union and 
our 440,000 members to urge the enactment of certain amendments to the Fair 
Labor Standards Act. These amendments pertain to the level of minimum wages. 
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It is our considered belief that they are both necessary and just, and that, if 
enacted, they will contribute substantially to the public welfare. 

I wish first to say that Mr. David Dubinsky, the president of our organization, 
has asked that I convey to you his regret that he is unable personally to appear 
before you. As you may know, he has been in Europe in connection with the 
annual meeting of the International Confederation of Free Trade Unions, an 
international alliance of labor dedicated to strengthening democratic labor groups 
and to combating Communist influence throughout the world. 

Specifically, our organization wishes to urge two changes in the Fair Labor 
Standards Act. One is an increase in the national minimum wage from 75 cents 
to $1.25 an hour. The second is an equivalent increase, in cents per hour, in the 
minimum-wage rates currently in effect in Puerto Rico and the Virgin Islands 
and the streamlining of industry committee operations. 

You will be hearing statements from other labor spokesmen on the first of these 
amendnients. To spare you repetition, I will deal with it only briefly. 

A $1.25 hourly minimum is, in our judgment, wholly warranted. 

Budgetary studies made by the Bureau of Labor Statistics show that the 
minimum needed for a family of 4 in a median-cost city is an annual income of 
$4,185. Taking into account that the average worker is employed roughly 1,800 
hours a year, this minimum budget would require an income of $2.33 an hour. 
A single person, according to the Bureau of Labor Statistics, needs half of what 
is required by a family of four. This brings the needed hourly income to $1.16. 
Other studies by 12 States and the District of Columbia indicate that the amount 
needed to sustain a single woman worker in the median case is $1.28 an hour. 
The assumption, of course, is that the single worker has no family obligations of 
any kind. 

No matter how they are interpreted, the figures plainly indicate that the 
proposed $1.25 minimum is reasonable in terms of what is required for the mainte- 
nance of living standards. 

The $1.25 minimum is also reasonable when considered in the light of what has 
happened to wages in our country since the passage of the Fair Labor Standards 
Act in 1938. At that time, when the minimum was set at 25 cents an hour, the 
average hourly wage in manufacturing industries was 62 cents an hour. Today, 
it is $1.85, an advance of $1.23. The proposed minimum of $1.25 will represent 
an advance of only $1, thus leaving a sufficient margin of safety to assure it of 
ready acceptance by American industry. 

This judgment is confirmed by the examination of wage movements from 
January 1950, when the 75-cent minimum became effective, to date. During this 
period, the average hourly earnings in manufacturing have risen 48 cents, from 
$1.42 to $1.85. 

It should be noted, however, that your committee, in 1949, in recommending 
the 75-cent minimum, observed that even then “the economy could probably 
support a minimum wage well in excess of 75 cents an hour.” The 43-cent 
advance in wage levels thus also supports the logic for the $1.25 minimum. 

It is our sincere hope that your committee will see in the evidence presented 
to it by our organization and others ample reason to recommend the $1.25 
minimum we advocate. 

There is much more that we could offer in the way of fact and argument on 
this proposal, to which we are deeply committed, but we shall try to avoid 
repetitious testimony. 

I want now to move on the second amendment we are urging, the one 
dealing with minimums in Puerto Rico and the Virgin Islands. You no doubt 
recall that the law, as originally passed in 1938, provided the same minimuin 
wage rates for these islands as for the rest of the United States. But the 
exceedingly low wage rates then prevailing in Puerto Rico—needlework em- 
ployers were paying as little as 1, 2, and 3 cents an hour—made the acceptance 
of even a 25- or 30-cent hourly minimum difficult. 

As a consequence, Puerto Rican employers launched a campaign of agitation 
to obtain exemption of the insular workers from the law. They were successful. 
In 1940, Congress amended the law to grant exemptions to Puerto Rico and the 
Virgin Islands. Recognizing the very special problems then existing, the amend- 
ment provided for the establishment of special industry committees empowered 
to set minimum wage rates below the levels required by law. 

But these committees, composed of representatives of industry, labor, and the 
public from both the mainland and the islands, were under very clear instruc- 
tions as to policy and procedure. They were given responsibility for raising 
insular minimums to mainland levels as rapidly as was economically feasible 
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without substantially curtailing employment but also, and this is of key signifi- 
cance, without giving local industries a competitive advantage over those on the 
mainland. 

These criteria were eminently fair. Though Puerto Rican industry at the time 
consisted mainly of handicraft, Congress recognized that potentially it repre- 
sented a greater competitive threat to the rest of the country. To avoid giving 
it an unfair competitive advantage, Congress required that minimum wages be 
raised as rapidly as economic conditions allowed. But it is also recognized that 
this upward adjustment could not be so rapid as to stifle industrial growth. 

Unfortunately, this congressional mandate was not carried out. This becomes 
evident in comparing wage changes in Puerto Rico with those in corresponding 
mainland industries. Obviously, if the mandate had been carried out, wage 
differentials between insular and mainland industries would have shrunk. At 
the very least, they would have remained unchanged. But this is far from being 
the case. 

Instead, the gap between wages in Puerto Rico and those on the mainland 
has widened steadily, and, paralleling this development, there has been a steady 
growth in Puerto Rico’s competitive advantage over mainland industry. It is 
an unfair advantage and, under existing circumstances, it is an unfair advantage 
sanctioned and buttressed by Federal law. 

I have appended to my statement several statistical exhibits which illustrate 
the widening gap between Puerto Rican and mainland wages. In our exhibit 1, 
for example, you can see that the dimensions of Puerto Rico's advantage in lower 
labor costs all but tripled between 1939 and October 1954. In 1939 that advantage 
was 44 cents for every hour of labor. By 1944 it had grown to 74 cents an hour. 
By last September it had become $1.31 an hour. 

Those are the figures for all manufacturing. They reflect accurately what has 
happened in our apparel industry. In 1939, when mainland firms paid an average 
wage of 53 cents an hour, the wage in Puerto Rican apparel factories was 17 
cents an hour. In October of last year mainland apparel factories were paying 
an average of $1.34 an hour. Puerto Rican factories were paying 39 cents. In 
other words, the hourly wage differential in favor of Puerto Rico was 36 cents in 
1939 and 95 cents last year. 

The same condition, which Congress certainly never intended to create, char- 
acterizes other individual industries and all of the subdivisions of the apparel 
industry. The detailed figures are appended to my statement as exhibits 2, 3 
and 4. I wish to emphasize that the trend toward piling up an unfair competitive 
advantage for Puerto Rico is a continuing one. 

It piled up prior to the adoption of the 75-cent minimum and since then. Thus 
between January 1950 and October 1954, the latest date for which information is 
available for Puerto Rico, statistics show that on the mainland average hourly 
wages moved up 39 cents but that in Puerto Rico they advanced only 6 cents. In 
that period, therefore, an additional competitive advantage of 33 cents an hour 
in labor costs accrued to Puerto Rican employers. The wage gap of 98 cents in 
1950 increased to $1.31 by 1954. 

The reason for this growing disparity between mainiand and Puerto Rican 
wages is to be found chiefly in the improper functioning of the special industry 
committees, and to their disregard of the congressional mandate to raise insular 
minimums as rapidly as possible to the statutory rate. 

Their failure to honor this mandate has, however, been aggravated by special 
conditions existing in Puerto Rivo. Let me explain. 

On the mainland, the legal minimum is paid only to a fraction of the workers 
in any industry. The average worker usually earns considerably more. Even 
when the legal minimum wage remains unchanged, the wage level of the average 
worker goes up. 

This is not the case in Puerto Rico. Its population has been expanding at such 
a rapid pace that it has a constant reservoir of unemployed. Competition for 
employment is severe. Consequently, wages tend to remain low. The average 
wages tend to cling close to the legal minimums. An effective labor movement 
in Puerto Rico would alter this situation appreciably. Unfortunately, labor 
unions there are quite feeble and ineffective. 

In reality, the major force capable of raising Puerto Rican wage levels is that 
presently vested in the special industry committees. And this force, as I have 
indicated, is one seemingly most reluctant to exert itself. 

The reasons for this are quite plain. In the first place, in appointing industry 
committee members, the Wage and Hour Administrator and the Secretary of 
Labor made a practice of giving Puerto Ricans the majority. No doubt, this 
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seemed to the Labor Department no more than fair and proper. But a review 
of committee work demonstrates that what seemed fair and proper has, in prac- 
tice, turned out to be unfair and improper. 

The demonstrable fact is that Puerto Rican public representatives, like Puerto 
Rican employers, have acted as if their primary function was not to raise mini- 
mums but to keep them low so as to perpetuate the island’s unfair competitive 
advantages. I wish to emphasize that, in making this observation, I am not in 
the least questioning the motives of Puerto Rican public members on the industry 
committees. They are men of stature and integrity. Yet, perhaps inevitably, 
they express a natural bias in favor of such regulations as safeguard and enhance 
the position of Puerto Rican industries in competition with the mainland. 

Given this circumstance, it is easy to see why congressional intent has been 
flouted and why Puerto Rican industries have been encouraged to flourish and 
boom at the expense of their mainland competitors. It is easy to see why, with- 
out corrective action, it has been, and will remain, virtually impossible to obtain 
a minimum wage fair to Puerto Rican workers and fair to the mainland. 

I am sure that Puerto Rican authorities would disagree with this observa- 
tion. They are prone to point out that public members representing both the 
island and the mainland have voted together unanimously on a number of occa- 
sions. But only too frequently this unanimity was brough about by the rela- 
tive prestige enjoyed by public members of Puerto Rico. Usually, the committee 
chairmanship is in the their hands. Many of then are reappointed time after 
time. And besides, only too frequently they succeed in persuading mainlanders 
that public members have a duty to vote as a group. 

A unanimous committee vote is no indication of the soundness of the particular 
recommendation. Such unanimity basically reflects the fears of some members 
that unless they go along with a particular minimum, an even lower rate may be 
adopted. 

Also, votes are sometimes made unanimous to insure that even the inadequate 
adjustments get the approval of the Administrator of the Wage and Hour Divi- 
sion. If he rejects a recommendation, the old minimum remains in effect until a 
new industry committee is appointed, reviews the matter, and makes its recom- 
mendation. As I shall show, this is a process that can consume a good deal of 
time. 

While the malfunctioning of the special industry committees is the major 
reason for the deplorable wage situation in Puerto Rico, other factors have con- 
tributed. One is the inadequacy of appropriations for the Department of Labor 
which has prevented the appointment of special industry committees in suffi- 
cient number or with sufficient frequency. 

In testifying before the House Appropriations Committee on February 2, the 
Secretary of Labor specifically noted that there was need for increasing the 
number of industry committees to speed the upward movement of insular wages. 
He said that the inadequate number of industry committees in the past had 
reacted to the detriment of Puerto Rican workers, and resulted “in a serious 
competitive problem for industries on the mainland.” Inadequate appropria- 
tions have also led to unduly long delays in the processing of wage orders, 

Examining the records of the 10 special industry committees appointed since 
1949, we find that it has taken as long as 19 months from the date of the com- 
mittee appointment to the effective date of the resulting wage orders. I am 
not including those recommendations which were, for one reason or another, 
disapproved. In their cases, the total delay was considerably longer. The 
last needlework industry committee, to provide a specific example, was appointed 
in December 1953; a substantial number of its recommendations did not become 
a until this past June 6. One recommendation will not take effect until 
July 25. 

One of the recommendations put into effect on June 6 applied to fabric gloves, 
and I think that the story behind it is revealing. The first minimum wage for 
this product was established by a wage order in February 1941. It provided 
an hourly minimum of 15 cents for handsewing operations. In January 1945, 
4 years later, this minimum was raised to 18 cents. In the meantime, the legal 
minimum had gone up from 30 to 40 cents and the general wage level had risen 
even more. The 18-cent minimum remained in effect until a year and a half 
after the 75-cent minimum had become law on the mainland. Then, in June 
1951, it was raised once again by exactly 3 cents to 21 cents. When special 
industry committee No. 15 reviewed this rate in January 1954, it recommended, 
over the objection of its employee members and of mainland employer members, 
that the 21-cent minimum be raised by only 1% cents an hour to 22% cents. 
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This rate has just been put into effect, 18 months after the committee recom- 
mending it was appointed. 

Thus, in the 15 years since 1941 handsewers on fabric gloves have received 
an advance of 7% cents. 

In the same period, 1 might add, the mainland minimum went up from 35 
cents to 75 cents, an increase of 40 cents an hour. The average wages paid 
to mainland workers in the fabric glove industry rose from 48 cents to $1.25, 
a gain of 77 cents. 

The case of fabric gloves is one of the more extreme. But it illustrates dra- 
matically the growing unfair competitive advantage to insular industry. 

Oddly enough, each time that increased minimums, however negligible, have 
been proposed, Puerto Rican employers have protested that they were being 
threatened with extinction. But the increases have not slowed their expansion. 
For example, in 1941, the first special industry committee for Puerto Rico raised 
the wages of handsewers on needlework from an average of around 2% cents 
an hour to a minimum of 12% cents. Every handsewer on the island benefited 
directly by this adjustment which increased the industry’s wage bill by over 
400 percent. In the case of other needleworkers, roughly one-half were affected 
by the adoption of the 20-cent minimum wage. The direct effect of this recom- 
mendation was to increase their wage bill by 13 percent. 

In the course of the 1940 committee proceedings, employers argued for a 
minimum wage somewhere between 31% and 4 cents an hour. They claimed 
that any increase to a higher minimum would drive industry from the island. 
But it did not take long to demonstrate the fallacy of this prediction. At the 
time this committee met in 1941, the insular needlework industry employed 
around 20,000 factory and home workers. Employment in 1942 was about the 
same as in 1941, approximately 20,000. By 1943, the number was about a third 
higher. Today, the producers of apparel and related products in Puerto Rico 
employ over 50,000 workers. 

As an apparel producing center, Puerto Rico is now surpassed only by New 
York, Pennsylvania, Massachusetts, New Jersey, California, and Illinois. By 
comparison, other important apparel producing States provide employment for 
many fewer workers. Here are some examples. In Georgia apparel employment 
is around 35,000, in Tennessee around 28,000, in North Carolina around 21,000, 
in Kentucky around 18,000, and in Alabama and Minnesota around 12,000 each. 

There is no question but that unfair competitive advantages offered by the 
low minimum wage standards in Puerto Rico spur insular industrial growth to 
the detriment of the mainland. 

Take the case of the brassiere industry. In 1948, the first brassiere factory, 
a branch of a mainland concern, opened in Puerto Rico. At that time its 
Puerto Rican workers were paid the legal minimum of 24 cents an hour. When 
the special industry committee met 2 years later, in 1950, there were 6 factories 
in operation employing some 600 workers. Higher minimum wage rates were 
opposed bitterly by the employer spokesmen. The original and the largest firm 
testified under oath that, if the minimum rate were raised by any amount, the 
company would abandon its Puerto Rican operations. Partly under the influence 
of this testimony, the committee recommended a minimum of only 33 cents and 
this rate was promulgated. 

There was no curtailment of employment. Instead, the leader in the fight 
against the higher minimum wage increased the number of its plants to 6 and 
expanded its employment from 350 workers in 1950 to over 1,300 in 1954, some 
270 percent. And, of course, tthe higher minimum failed to stop other firms 
from opening branches in Puerto Rico. The total 1954 employment of over 
3,000 workers in the industry reflected a 400-percent expansion over the 1950 
levels. 

It is significant that, although workers in the Puerto Rican plants of the 
brassiere industry were paid approximately one-third the piece rates paid 
by the same companies to their mainland workers, the finished brassieres manu- 
factured in Puerto Rico were sold on the continent at the same prices as those 
made in the States. Operations were highly profitable. Data collected by the 
Wage and Hour Division from the Puerto Rico Tax Department showed that the 
brassiere industry was netting a profit of 34 cents on the sales dollar, all tax 
free, free of Federal taxes and free of all the insular taxes. 

No such rate of profits has ever been known in the brassiere manufacturing 
industry on the mainland. Even in its most prosperous years during World War 
Il, mainland firms netted only 34 percent on sales. 
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The special industry committee No. 15, which met last year, recommended a 
55-cent minimum wage for the Puerto Rican brassiere industry. The commit- 
tee’s labor members favored a higher rate, but even the 55-cent minimum was 
fought as unreasonable. A major employer on the island threatened to trans- 
fer his operations to Japan just as in the past others had threatened to move 
their operations to the Philippines. But the threats were empty. The firm con- 
tinues to operate on the island. It pays the higher minimum. Employment in 
the brassiere industry in Puerto Rico is now 4,000, a new high. They produce 
about a fifth of the total national! output of brassieres. 

Expansion of this industry illustrates the effect of unfair competition. No 
comparable development has taken place in the States while shops in Puerto 
Rico expanded. This unfair competitive advantage would grow all the more 
severe if Congress, in raising the mainland minimum, fails to provide similar 
adjustments for Puerto Rico and the Virgin Islands. 

Bear in mind that the growth of Puerto Rican industry has significance for 
all mainland producers regardless of whether or not they operate under a 
union contract. Typically, we find an unorganized brassiere firm from Georgia 
expanding its operations not close to home but in Puerto Rico, opening one 
factory there in 1952 and another after the 55-cent minimum was recommended. 

A review of the current industrial developments in Puerto Rico furnishes addi- 
tional examples of this kind. Those presently contemplating the opening of 
plants in Puerto Rico include two firms from Dallas, Tex., one a dress and the 
other an electronics manufacturer, a Mississippi paper mill, an Oklahoma City 
men’s clothing firm, and a Charlotte, N. C., plaster and cement producer. 
Plainly, the unfair competitive advantage in favor of Puerto Rico becomes a 
distinct and increasingly severe threat to mainland employers in every industry 
and area. 

The situation is well illustrated by the observations of an employer who 
testified in proceedings before the industry commiitee No. 15. This employer 
had had experience in the production of knit goods both in Northern and 
Southern States. In answer to questions about the costs his firm would incur 
if it were to open a plant in the South, he replied, “But we wouldn’t want to 
open a plant down there. * * * It would cost us too much to get started. * * * 
It would be more logical to open it in Puerto Rico.” 

The knit-goods industry is one of the newer ones in Puerto Rico. In 1949, it 
employed less than 200 people. By October 1954, employment had expanded to 
1,355. 

In a recent article on the knit-goods industry of Puerto Rico, the mainland 
industrial representative of the insular government spells out the reason 
why. “In Puerto Rico,” he tells mainland businessmen in an attempt to induce 
relocation, “you would spend about one-third to one-half of your current state- 
side cost per worker.” He then continnes—I quote, “As a knitwear manu- 
facturer you can make a good profit in Puerto Rico, but equally important you 
can reinvest all of it because of the island’s unique tax position. * * * For the 
right knitwear producer, Puerto Rico offers an unusual opportunity to make 
and reinvest money.” This article appeared in the Daily News Record on 
April 25, 1955, under the title: “Puerto Rico—Isle Where Knitters Grow.” 

It seems to us that, in 1949, a serious error was committed by Congress. The 
mainland minimum was raised from 40 to 75 cents an hour. But Congress failed 
to provide for any corresponding adjustment in the then prevailing insular 
minimums. Those rates remained untouched, at least until new special industry 
committees were appointed and had a chance to review them. Some of these 
rates were actually not revised until 1953. Other rates, though revised, failed 
to narrow the wage differentials. Thus, the continued prevalence of the low 
substandard wage in Puerto Rico continued to preserve its unfair competitive 
edge. In addition, it foreed the insular workers to suffer gross inequity. 

We cannot afford a repetition of this experience when the minimum wage is 
again raised on the mainland. 

We therefore recommend that Congress provide, by statute, that identical 
increases in cents per hour be applied to all the existing minimum wage rates 
in Puerto Rico. If the 75-cent minimum here is raised to $1.25 an hour, that is 
by 50 cents, all the existing legal minimum rates for Puerto Rico and the Virgin 
Island should also be increased by 50 cents an hour. The present differentials 
between the insular and the mainland minimums would thus be preserved. 

The differentials in average wages between the lowest wage plants on the 
mainland and competing establishments on the island would also remain sub- 
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stantially intact. Such a revision in the existing insular minimums would not 
lessen the differentials but it would at least prevent them from spreading. At 
the same time, industry committees should operate to bring these higher levels 
as close to the statutory rate as rapidly as is economically feasible. 

Industry committee procedures also need review. First, in our judgment, 
persons from the mainland should compose at least half of the industry com- 
mittees’ membership. This could be accomplished under the existing law by 
administrative action, particularly if Congress were to call upon the Department 
of Labor to do this. Secondly, provision should be made for more frequent 
review of the insular minimums. Thirdly, the whole procedure of minimum 
wage determination should be simplified to insure speedier results. 

The basic step in this program is, of course, the raising of the insular mini- 
mums by the same number of cents per hour as will be added to the 75-cent mini- 
mum. This is a needed guaranty against continuance of the trend which has 
permitted the wage gap between the islands and the mainland to grow. We be- 
lieve that it would serve the interests both of the mainland and the insular 
economy. It would benefit the islands by raising the purchasing power of their 
people, an advance to which they have been long entitled. 

It is not amiss to note at this point that lower minimum-wage standards in 
Puerto Rico cannot be justified by differences in living costs. A recent study of 
the Bureau of Labor Statistics showed, that living costs in San Juan, P. R., were 
18 percent higher than in Washington, D. C., and Washington is the highest 
priced city in the Nation. 

Nor is there any basis for a differential in the rates between the mainland and 
Puerto Rico in differences i. transportation costs. Let me cite one authority— 
the Puerto Rico Beonomic Development Administration. In its publication, 
Expand Your Industry in Puerto Rico, they say, and I quote, ““Nationwide dis- 
tribution is possible at less cost from Puerto Rico than between many major 
cities on the mainland using inland transportation.” Its handbook, Facts for 
Businessmen, similarly concludes: ‘“The island's location makes it an especially 
desirable site for manufacturers who want to reduce their transportation costs 
to east coast, west coast, or gulf coast markets.” 

Nor is there any justification for differences in minimum wages in the relative 
productivity of workers. The mainland industrial representative of the Common- 
wealth of Puerto Rico, Mr. Waldenmare Bithorn, Jr., writes: “Puerto Rican 
workers have been found in one industrial study after another to possess an un- 
usually high degree of manual dexterity and agility.’ The experience of our 
union, which has over 40,000 members of Puerto Rican origin who now live and 
work on the mainland, bears out this claim. The efficiency and earnings of these 
workers are on a par with those of other mainland garment workers. 

The wage advantage, of course, is compounded by other factors. Employers 
in Puerto Rico do not pay unemployment insurance taxes. They do not pro- 
vide their employees witn paid holidays or the type of health, welfare, vacation, 
and retirement benefits which are becoming increasingly standard elsewhere 
in our Nation. Nor are they subject to Federal income taxes, either personal 
cr corporate. An additional competitive advantage lies in the exemptions from 
Puerto Rican taxes granted to new industries. These exemptions apply to 
income tax, license fees, excise taxes, property taxes, and all other municipal 
inxes. 

Our union is fully cognizant of the fact if Puerto Rico is to develop its indus- 
try, it must be able to compete with the mainland. We realize that in some 
cases differentials between the minimum wages in Puerto Rico and the Virgin 
islands and the mainland may even be justified. However, the islands should 
not be given the kind of unfair competitive advantage which plays havoc with 
the mainland industry and workers and which, in fact, deprives the insular 
workers of fair earnings. 

It is time that the backlog of inequities accumulated in the past 16 years be 
reduced.” That is why we hope that Congress will provide an identical cent- 
per-hour increase in all insular minimums when the mainland minimum is 
raised. That is why we hupe that Congress will reorganize industry committee 
composition and streamline and speed up the provedures leading to the issuance 
of final wage orders. Only in this fashion can Puerto Rico and the Virgin 
Islands be placed on a fairer competitive basis with the mainland. 


(The exhibits referred to are as follows:) 
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ExHIsitT 1 


Average hourly earnings, all manufacturing, United States mainland and 
Puerto Rico 





! 
United Puerto | Wage differ- 
Rico | entials 








Sources: United States: Bureau of Labor Statistics. Puerto Rico: Puerto Rico Department of Labor. 


Average hourly earnings, apparel and related products industry, United States 
mainland and Puerto Rico 
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States differentials 
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Sources: United States: Bureau of Labor Statistics. Puerto Rico: Puerto Rico Department of Labor, 
Exuipit 2 


Increases in average hourly wages, apparel industries, United States mainland 
and Puerto Rico, 1939 and 1953 
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Women’s and children’s underwear and nightwear: | 
1939 $0. 42 | $0.17 | $0. 
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Sources: Data for the mainland: Bureau of Labor Statistics, U. S. Department of Labor. Data for 
Puerto Rico: For 1939 from the annual report of Puerto Rico Commissioner of Labor for 1938-39; for 1953 
rom wage surveys made by the Wage and Hour Division, U. 8. Department of Labor 
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"XHIBIT 3 


Increases in average hourly wages, Puerto Rico and United States, 
1939 and October 1954 





Puerto Rico | Mainland United States! Differentials 





Industry : l — 


Oct. ETERS ‘ Oct. 
1954 Increase} 1939 | 1954 


Bakery products. ....-......-...-..- ~s ’ .62 | $1.68) $1. $0.45 | $1.18 

Beverages } . .87 . 95 1. 08 . 67 1,27 

Confectionary and related products _- 4 + : ; } 41 9 - 30 | 1. 03 

Furniture and fixtures ___- | .14 | : . 3 . 53 . 58 1. 0 a 1. 

Costume jewelry, costume ne novelties, | 
buttons, and notions - 

Fertilizers 

Products of petroleum and coal 

Machinery (except electrical) _-_----_- 

Canning and processing ---...----.- -<| 

KK SR BI bon be nciesceetetcerss | 

Men’s, youths’, boys’ furnishings, | 
work clothing, and allied garments_| 

Paper and allied products, — | 
publishing, and allied industries__ 

Footwear (except rubber) __- 

Lumber and wood products (except | 
furniture) 

Leather products 

Sugar 
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. 33 
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39 | 
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Sources: 

Puerto Rico, 1939: Data in the Annual Report of the Commissioner of Labor, 1938-39, combined, on a 
weighted basis, to obtain averages for the various industries. 

October 1954: Puerto Rican Bureau of Labor oan Employment, Hours, and Earnings in the 
Manufacturing Industries in Puerto Rico, Octo 


ber 
United er 1939: U. 8. Bureau of Labor Statistic Handbook of Labor Statistics, 1941 edition, Bulletin 
No. 694, vol. IT. 


October 1954: U. 8. Bureau of Labor Statistics, Employment and Earnings, January 1955. 


ExuHIsitT 4 


Increases in average hourly earnings, Puerto Rico and United States 
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Puerto Rico United States | Differentials 

Industry l ‘gia _ 

Oct. In- Jan. Oct. | In- Jan. | Oct. 
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1954 | crease 1954 | crease | 1950 | 1954 





All industries ' . Y 3 .8 $0. 39 
Food and kindred products 36 
Tobacco ; "29 
Textile-mill products d A ; a . 36 | .16 
Apparel and related products 3 . 39 | : ; . 34 | 15 . 88 . 95 
Lumber and wood products (except 
furniture) . 4 J . f . 45 . 78 .12 
Furniture and fixtures. __- 4 ; : : ; . 34 . 84 01 
Paper and allied products -42 . 89 . 06 
Printing, publishing, and allied in- | 
dustries . je ‘ j . 4 .33 . 59 
Leather and leather products re - 44 | ; : ; . 25 . 78 . 95 
Stone, clay, and glass products. --__--. : : ; ‘ . 39 8 . 08 
Fabricated metal products (except 
machinery and transportation 
equipment) , 61 | 
| 
7 


$0. 98 | $1.31 


1.02 
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} 
.79 
| .77 87 


31 
. 25 
- 23 
.16 





Transportation equipment 
Chemicals and allied products, ete__. 
Machinery (except electrical) 




















Note.—All industries for which comparisons could be made are included in this table, 


Sources: Puerto Rico, eco | 1950: Puerto Rico Bureau of Labor Statistics, Horas y Salarios de los 
Trabajadores de Produccion, en los Grupos Principales de Industrias Manufactureras de Puerto Rico, Anos 
Naturales 1949 y 1950 hes 1951). 

October 1954: Puerto Rico Bureau of Labor Statistics, Employment, Hours, and Earnings in the Manu- 
facturing Industries in Puerto Rico, October 1954. 


i. States, January 1950: U. 8. Bureau of Labor Statistics, Employment, Hours, and Earnings, His- 
TICA 


October 1954: U. 8. Bureau of Labor Statistics, Employment and Earnings, January 1955. 
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Mr. Hocuman. Full and able presentations in support of the $1.25 
minimum wage have been made by William F. Schnitzler, secretary- 
treasurer of the American Federation of Labor, as well as by other 
labor representatives. We fully endorse their views. I shall, there- 
fore, confine my remarks to those aspects of the amendment which 
affect Puerto Rico and the Virgin Islands. 

You no doubt recall that the law, as originally passed in 1938, pro- 
vided the same uniform minimum wage for these islands as for the 
rest of the United States. But the wage levels in Puerto Rico prior 
to the adoption of the law were exceedingly low. Also, the local in- 
dustries were primarily handicraft in nature. This made the intro- 
duction of even a 25- or 30-cent minimum difficult at that time. 

As a consequence, Puerto Rican employers launched a campaign 
of agitation to obtain relief from the law. They were successful. 
In 1940 Congress amended the law to grant relief to Puerto Rico and 
the Virgin Islands. 

The amended law provided that minimum wage rates below the 
statutory level could be fixed based on the recommendations of special! 
industry committees. These committees were made up of represen- 
tatives of industry, labor, and the public, both from the mainland 
and the islands. They were given very clear instructions as to 
policy and procedure. Local minimums were to be raised to mainland 
levels as rapidly as was economically feasible without substantially 
curtailing employment. At the same time it was specifically provided 
that industries in Puerto Rico were not to be given any competitive 
advantage over the mainland. 

The law clearly states: 

The committee shall recommend to the Administrator the highest minimum 
wage rates for the industry which it determines, having due regard to economic 
and competitive conditions, will not substantially curtail employment in the 
industry, and will not give any industry in Puerto Rico or in the Virgin Islands 
a competitive advantage over any industry in the United States outside of 
Puerto Rico and the Virgin Islands. 

Unfortunately, this congressional intent was not carried out. As 
a result, the gap between wages in Puerto Rico and those on the 
mainland widened steadily. Paralleling this development there has 
been a steady growth in Puerto Rico’s unfair competitive advantage 
over mainland industry. 

Let me give you some figures which show the growing differences 
between Puerto Rican and mainland wages. 

Detailed figures are contained in the several statistical exhibits at- 
tached to the fuller statement which I submitted for the record. Ex- 
hibit 1 shows, for example, that Puerto Rico’s advantage in lower 
labor costs all but triple between 1939 and October 1954. 

In 1939 the average factory wage for all manufacturing was 63 
cents on the mainland, 19 cents in Puerto Rico, a difference in favor 
of Puerto Rico of 44 cents. . 

Mr. Kettey (presiding). What date was this? 

Mr. Hocuman. 1939. 

By October 1954, the average manufacturing wage in the United 
States was $1.81; in Puerto Rico it was 50 cents—a difference in favor 
of Puerto Rico of $1.31. 

The apparel industry, like all other industries, shows the same 
trend. In 1939, when mainland apparel firms paid an average wage of 





AMENDMENT TO INCREASE THE MINIMUM WAGE 613 


53 cents an hour, the wage in Puerto Rican apparel factories was 17 
cents an hour. Last year mainland apparel factories were paying an 
average of $1.34 an hour; Puerto Rican factories, 39 cents. In other 
words, the hourly wage differential in favor of Puerto Rico was 36 
cents in 1939 and 95 cents last year. 

The unfair competitive disadvantage to the mainland continues to 
grow. 

During the period between January 1950, when the 75-cent mini- 
mum went into effect, and October 1954, average hourly wages in 
manufacturing increased 39 cents on the mainland, 6 cents in Puerto 
Rico. In this short period a wage gap of 98 cents in 1950 became 
$1.31 by 1954. 

There are several reasons for this development. 

In appointing industry committee members, the Wage and Hour 
Administrator and the Secretary of Labor have made it a practice 
to give Puerto Ricans a majority of the memberships on the commit- 
tees. Undoubtedly, this seemed to the Department of Labor a fair 
procedure. In practice, it did not work out very well. : 

Puerto Rican committee members take a Puerto Rican point of view. 
They tend to play safe in order to maintan an advantageous differen- 
tial for the island to attract industry to Puerto Rico. This probably 
explains more than anything why the congressional intent was not 
fulfilled. 

Another reason has been the inadequacy of appropriations for the 
Department of Labor. This has prevented the appointment of special 
committees in sufficient numbers and as frequently as necessary. 

This was noted by Secretary of Labor Mitchell when he testified 


before the House Appropriations Committee on February 2 last. He 
observed there was need for increasing the number of industry com- 
mittees to speed the upward movement of insular wages. He ex- 
plained that the inadequate number of industry committees in the 
past has reacted to the detriment of Puerto Rican workers and resulted 
“in a serious competitive problem for industries on the mainland.” 
Inadequate 92 yh thy a have also led to unduly long delays in 


the processing of wage orders. If we examine the records of the 10 
special industry committees which have been appointed since 1949 
we find that as much as 19 months have elapsed from the date of the 
committee appointment to the effective date of the final wage order. 

To sum up, the following downward pressures have been exercised 
on Puerto Rican minimum wages : 

1. The influence exercised on the industry committee decisions by 
the predominance of their Puerto Rican members ; 

2. The insufficient number of committees and their infrequent ap- 
pointment due to inadequate funds; 

3. The undue length of time taken in processing wage orders. 

Let me cite a case of one of the needle industries to illustrate the 
slow nature of minimum-wage advances in Puerto Rico. 

The first minimum wage for fabric gloves was established by a wage 
order in 1941. It provided for an hourly minimum of 15 cents for 
handsewing operations. 

Mr. Ketiey. That is homework, is it not? 

Mr. Hocuman. Some of it is; some of it is factory work. 

In 1945, 4 years later, this minimum was raised to 18 cents. 
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In 1951, 6 years later, it was raiesd once again by 3 cents to 21 cents, 

When Special Industry Committee No. 15 reviewed this rate in 
January, 1954, it recommended, over the objection of its employee 
members and of its mainland employer members, that the 21-eent 
minimum be raised by only 114 cents an hour to 22% cents. This 
rate was just put into effect on Monday, June 6, only a week ago; 18 
months have gone by since the committee which recommended this 
rate was appointed. 

In 15 years handsewers on fabric gloves have received an increase of 
7% cents in the hourly minimum. 

In the same 15-year period, I might add, the mainland minimum 
applicable to fabric gloves went up from 35 cents to 75 cents and hour, 
an increase of 40 cents an hour. Thus, the hourly minimum is now 
75 cents on the mainland, 221% cents in Puerto Rico. 

There is no reason to believe that decent minimum wages would 
hamper the legitimate industrial growth of Puerto Rico. As small as 
the increases that have been put into effect have been, whenever the 
question of increases came up, employers in Puerto Rico threatened 
that they would have to go out of business or that they would have 
to leave the island. 

These objections were made even when the first industry committee 
met in 1941. At that time in the case of the needlework industry, a 
minimum wage of 1214 cents an hour was established for handsewers, 
and 20 cents for other workers. At that time, I should add, hand- 
sewers were only receiving around 214 cents on the average, so that 
the increase in their minimum represented an adjustment of over 400 
percent. 

These adjustments in no way reduced employment in Puerto Rico. 
At that time the Puerto Rican needlework industry employed around 
20,000 factory and home workers. In 2 years employment increased 
by 35 percent. 

Today the producers of apparel and related products in Puerto 
Rico employ over 50,000 workers. 

As an apparel producing center, Puerto Rico is now surpassed only 
by New York, Pennsylvania, Massachusetts, New Jersey, California, 
and Illinois. By comparison, other important apparel-producing 
States provide employment for many fewer workers. Here are some 
examples: In Georgia apparel employment is around 35,000; in Ten- 
nessee around 28,000; in North Carolina around 21,000; in Kentucky 
around 18,000; in Alabama and Minnesota around 12,000 each. 

There is no question that the low minimum wage standards in Puerto 
Rico offer unfair competitive advantages to the detriment of the main- 
land. 

The situation is aggravated by another condition which exists in 
Puerto Rico as distinguished from the mainland. 

On the mainland the legal minimum is paid only to a fraction of the 
workers in any industry. The average worker usually earns con- 
siderably more. Even when the legal minimum wage remains un- 
changed, the wage level of the average worker goes up. 

This is not the case in Puerto Rico. Its population has been ex- 
panding at such a rapid pace that it has a constant reservoir of un- 
employed. Competition for jobs is keen. Consequently wages tend 
to remain low. The average wages tend to cling close to the legal 
minimums. Unfortunately, labor unions there are very weak. 
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The fact that the average wages tend to be close to the legal mini- 
mum emphasizes the unfair competitive advantage of Puerto Rico. 
As a result local industry grows at the expense and to the detriment 
of the mainland. 

Take the case of the brassiere industry. In 1948 the first brassiere 
factory, a branch of a mainland concern, opened in Puerto Rico. 
At that time its Puerto Rican workers were paid the legal minimum of 
94 cents an hour. When the special industry committee met in 1950, 
2 years later, there were 6 factories in operation employing some 600 
workers. Higher minimum wage rates were opposed bitterly by the 
employer spokesmen. The original and the largest firm testified under 
oath that, if the minimum rate were raised by any amount, the com- 
pany would abandon its Puerto Rican operations. 

Partly under the influence of this testimony, the committee recom- 
mended a minimum of only 33 cents an hour. 

No curtailment of employment occurred. Instead, the leader in the 
fight against the higher minimum opened additional factories and 
raised his employment from 350 workers to over 1,300. In other 
words between 1950 and 1954 his employment went up 270 percent. 
And, of course, the higher minimum did not prevent other firms from 
opening branches in Puerto Rico. The total 1954 employment of over 
5,000 workers in the brassiere industry represents a 400 percent expan- 
sion over 1950. 

Puerto Rican plants in the brassiere industry pay approximately 
one-third the piece rates paid by the same companies to their main- 
land workers. Operations are profitable. Data collected by the Wage 
and Hour Division from the Puerto Rico Tax Department showed 
that the brassiere industry was netting a profits of 34 cents on the 
sales dollar, all tax free—that is, free of Federal taxes and free of 
all insular taxes. 

No such rate of profits has ever been known in the brassiere manu- 
facturing industry on the mainland. Even in its most prosperous 
years during World War II, mainland firms netted only 314 percent on 
sales as compared with the 34 cents on the dollar netted by the bras- 
siere industry in Puerto Rico. 

Special Industry Committee No. 15, which met last year, recom- 
mended a 35-cents minimum wage for the Puerto Rican brassiere in- 
dustry. The committee’s labor members favored a higher rate, but 
even the 35-cent minimum was fought as unreasonable. 

Again no curtailment occurred. Employment in the brassiere in- 
dustry in Puerto Rico is now 4,000, a new high. Today, it produces 
about a fifth of the total national output of brassieres. 

The expansion of this industry illustrates the effect of unfair com- 
petition. No comparable development has taken place in the States. 
This unfair competitive advantage would grow all the more severe 
if Congress, in raising the mainland minimum, were to fail to provide 
similar adjustments for Puerto Rico and the Virgin Islands. 

The growth of Puerto Rican industry has significance for all main- 
land producers, regardless of whether or not they operate under a 
union contract. Even an unorganized brassiere firm from Georgia 
seems to prefer to expand its operations, not close to home, but in 
Puerto Rico. This firm opened one factory there in 1952 and another 
after the 55-cent minimum was recommended. It is not a union 
firm: it.is a nonunion firm, 

63489—55——41 
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A review of current industrial developments in Puerto Rico fur- 
nishes additional examples of this kind. Among those contemplating 
the opening of plants in Puerto Rico we find two firms from Dallas 
Tex., one a dress and the other an electronics manufacturer; a Mis- 
sissippi paper mill; an Oklahoma City men’s clothing firm; and a 
Charlotte, N. C., plaster and cement producer. Plainly, the’ unfair 
competitive advantage in favor of Puerto Rico becomes a serious threat 
to mainland employers in every industry and in every area. 

The situation was well illustrated by an employer who testified in 
proceedings before Special Industry Committee No. 15. He had had 
experience in the production of knitgoods both in Northern and South- 
ern States. In answer to questions about the costs his firm would incur 
if it were to open a plant in the South, he replied, “But we wouldn’t 
want to open a plant down there. It would cost us too much to get 
started * * * It would be more logical to open it in Puerto Rico.” 

Lower minimum wage standards in Puerto Rico cannot be justified 
by differences in living costs. A recent study by the Bureau of Labor 
Statistics shows that living costs in San Juan, P. R., are 18 percent 
higher than in Washington, D.C. And Washington, as you all know, 
is the highest priced city in the Nation when it comes to the cost of 
living. 

Nor is there any basis for a differential in the rates between the 
mainland and Puerto Rico on the basis of transportation costs. Let 
me cite one authority, the Puerto Rico Economic Developinent Admin- 
istration. They say: 


Nationwide distribution is possible at less cost from Puerto Rico than be- 
tween many major cities on the mainland using inland transportation. 


They also point out that: 


The island’s location makes it an especially desirable site for manufacturers 
who want to reduce their transportation costs to east coast, west coast or 
gulf coast markets. 

Nor is there any justification for differences in minimum wages in 
the relative productivity of workers. Puerto Rican workers have 
been found in one industrial study after another to possess an unusu- 
ally high degree of manual dexterity and agility. The experience of 
our union as a whole, which has over 40,000 Puerto Ricans among its 
members, and of my own union, the dressmakers’ union, with more 
than 8,000 Puerto Rican members, bears out this claim. The ef- 
ficiency and earnings of our members of Puerto Rican origin are on a 
par with those of other mainland garment workers. 

Puerto Rico’s wage advantage, of course, is augmented by other 
factors. Employers in Puerto Rico do not pay unemployment in- 
surance taxes. They do not provide their employees with paid holi- 
days or health, welfare, vacation, and retirement benefits which are 
increasingly becoming standard throughout the Nation. Nor are they 
subject to Federal income taxes, either personal or corporate. An 
additional competitive advantage lies in the exemptions from Puerto 
Rican taxes granted to new industries These exemptions apply to 
income tax, license fees, excise taxes, property taxes and all other 
niunicipal taxes. 

Congress made an important omission in 1949 when it raised the 
mainland minimum from 40 to 75 cents an hour, but failed to provide 
for any corresponding adjustment in the then prevailing insular mini- 
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mums. Those rates remained unchanged until such time as new 
special industry committees could be appointed and had a chance to 
review them. Some of these rates were actually not revised until 1953, 
4 years later. Other rates, though revised, failed to narrow the wage 
differentials. The prevalence of the low substandard wage in Puerto 
Ric continued to preserve the island’s unfair competitive edge and 
deprived insular workers of an improved living standard. 

It is for this reason that we recommend that Congress, when raising 
the mainland minimum, should also raise all the existing minimum 
wage rates in Puerto Rico and the Virgin Islands by the same amount. 
Such a revision in cents per hour in the existing insular minimums 
would not lessen existing differentials, but would at least prevent them 
from widening even further. At the same time, industry committees 
should continue to function and bring insular minimums as close to 
the mainland rate as practicable. 

Industry committee procedures also need review. 

First, in our judgment, persons from the mainland should compose 
at least half of each industry committee’s membership. This could be 
accomplished under the existing law by administrative action, par- 
ticularly if Congress were to call upon the Department of Labor to 
do this. Secondly, provision should be made for annual review of 
the insular minimums. Thirdly, the whole procedure of minimum- 
wage determination should be simplified to insure speedier results. 


We believe that such action is in the interest both of the mainland 
and the islands. 


Thank you. 

Chairman Barpen. Mr. Kelley ? 

Mr. Kester. In Puerto Rico several years ago they complained that 
the competition was not so much from the mainland as it was from 
abroad, and they particularly cited, at that time, competition from 
Japan and Czechoslovakia. That was their complaint, that that was 
where their competition came from, and that they had to meet that 
competition with our big buyers in the United States, the big depart- 
ment stores, let us say, on the matter of needlework, for instance. 
and gloves and so on. 

Mr. Hocuman. When you speak of needlework, you are asking 
about something we know about. We have information on that be- 
re we are in that field. But we are not, particularly, in the glove 
field, 

Mr. Ketiry. All needlework. 

Mr. Hocuman. We do not see how anybody can compete with 
Puerto Rico. We cited to you the figures, the piece rates, the com- 
parisons, and we show you that they pay one-third for the same work 
as compared to what we get in the United States or on the mainland. 

Mr. Ketter. How does that compare with the cost of producing that 
same material in foreign competition? The information that we re- 
ceived a couple of times on Puerto Rico was that their principal com- 
petition was from abroad, particularly from Japan. 

Mr. Hocuman. If that is their competition from abroad, imagine 
what our competition on the mainland is from abroad, yet we seem 
to get along. I suppose that is a problem that maybe we all have. 
And it is one of the major policies upon which we have to decide from 
time to time for the whole country. 
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Mr. Wier. Will the gentleman yield ? 

Mr. Ketter. Yes. 

Mr. Wier. I think what he is trying to drive at is this: You main- 
tain that you have some knowledge of the impact of any country on 
your markets. 

Mr. Hocuman. That is right. 

Mr. Wrer. Is the impact from Japan and other European or Asiatic 
countries affecting your mainland market more eee than Puerto 
Rico? Or is Puerto Rico the worst? 

Mr. Hocuman. We have no competition in most needle-trade indus- 
tries from abroad. 

Mr. Wier. How about Japan? Japan is shipping a lot of, let us say, 
work gloves into this country. That I know. There are a terrific 
number of them. 

Mr. Hocuman. I have no information on that. I will call on Mr. 
Teper, who is our research man. He participated in several minimum- 
wage hearings in Puerto Rico, and I think he may be in a position to 
give you that information. 

Mr. Teper. There are two basic types of industries in Puerto Rico. 
Some have no competition from abroad whatsoever. For example, 
imports of corsets and brassieres from abroad are infinitesimal. Com- 
petition is strictly domestic. 

There are some industries where there is some competion from 
abroad. One of the items that you mentioned is gloves. It is sig- 
nificant that the mainland producers of gloves around Gloversville, 
for example, are going to Puerto Rico. For example, in the last hear- 
ings before Industry Committee No. 15, representatives ——— on 
behalf of several firms which originally operated in Gloversville, 
N. Y., but which have cut down their operations in Gloversville, N. Y., 
and opened branches in Puerto Rico, allegedly to compete with foreign 
countries. 

Now I believe that the problem is a serious one, but I do not believe 
that it can be handled under a domestic statute such as the Fair Labor 
Standards Act. If any industry in the United States is hurt by 
foreign competition there are appropriate statutes and appropriate 
agencies to handle the problem of foreign competition. 

One area in which there is competition from abroad, for example, 
involves scarves. Certain employer interests and some union inter- 
ests have gone to the Tariff Commission and asked them to raise the 
rates on scarf imports. The Tariff Commission recommended to the 
President of the United States that those rates be raised. He turned 
them down twice. I think a report on that has been submitted to the 
Congress. 

So we do not try to suggest that at no time has there been a problem 
of foreign imports. We do try to suggest that when such problem 
does exist Congress should handle it under appropriate legislation 
designed to protect domestic industry from foreign competition. 

Mr. Kextey. I will admit that, from information our committee 
has had several time of Puerto Rico, that the wage rates were so low 
in some of those industries that it was difficult to understand how any- 
body could live. The problem was stated that, with the serious com- 
petition they had to meet, it was necessary to have low wages. And 
then the impact on the population, too, as you mentioned, is a big 
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factor in those islands. That was the gist of the information which 
the committee received at that time. 

As far as the Virgin Islands are concerned, there is no industry there 
other than sugarcane, 

Mr. Hocuman. That we include for technical reasons. The law 
groups Puerto Rico and the Virgin Islands together. The real prob- 
lem is Puerto Rico. 

Let me cite to you my own experience in the ladies’ apparel business 
in the main market, in many cities of the United States and in Canada 
where I campaigned years ago when we had what were deservedly 
called sanniolens conditions and wages were very low. 

We never came in for an increase in those days where we did not meet 
ry» with the same contentions and the same arguments that it will 
ruin the business; that it will create unemployment; that people will 
run away. 

The fact is we have steadily increased and improved conditions. 
The business has prospered, and we have today more good will of the 
employers certainly than we had in those days. 

This argument is always given whenever you ask for an increase. 

I do not say that there are not any special problems and that you 
should not look into them, But the point is they cover everything 
with that'kind of argument. 

We have pointed out to you a number of instances where it is not 
true.. Where it is true you have go to look into it. But there are 
instances that are absolutely untrue, and we know that. 

Mr. Ketiry. Of course, people that work in the industries in 
Puerto Rico, especially the garment workers, needleworkers, and so on, 
as I said before, their wages are so indescribably low that the wages 
do not lend themselves to the improvement of their living conditions. 
Whole families have to work at home in those needlework industries 
on homework in order to provide a meager living. The whole thing 
is disgraceful, in my book. 

Mr. Hocuman. Think of the thousands of Puerto Ricans who come 
to the mainland and settle in New York and go to work in our shops, 
and within a few weeks make the same wages as our members do, 
and then return to Puerto Rico and find a 22-cent minimum there. 
What do they think about the way we discharge our legislative 
responsibilities and processes ? 

Mr, Kettxy. The whole thing is that then the industry committee 
is not functioning properly in Puerto Rico. 

Mr. HocumaNn. That is what we point out. 

Chairman Barven. Mr. Bailey? 

Mr. Batter. Mr. Chairman, the testimony of the gentleman indi- 
cates a serious and unusual situation, and, if there is no objection from 
the members of the committee, I would like that the Chair instruct the 
clerk of the committee to ascertain from the Commerce Department 
a list of every industrial operation in Puerto Rico, and to get from 
the Labor Department the corresponding wage rates in all of those 
industries, ae | that they be submitted for inclusion in the record. 

Chairman Barpen. Mr. Bailey, I am not so sure but what you can 
get that from the Senate subcommittee hearings. I have just been 
looking over some tables. 

Mr. Wier. I wonder if he appeared before the Senate committee. 
Did he appear before the Senate committee ? 
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Mr. McCaze. His organization did. 

Mr. Hocuman. Mr. Dubinsky, our president, > op eared. He would 
have appeared in person before this committee if he could, but he is 
at present in Europe, and that is the reason I appear. 

Mr. Batter. May I suggest, Mr. Chairman, that if they are avail- 
able in the Senate testimony that part of it be lifted from the Senate 
testimony and included in our record. 

Chaiman Barven. Mr. Bailey, may I make this suggestion : Instead 
of just snap judgment on this, will you make a note of exactly what 
you want, and if it is not 

Mr. Battery. I want every industry, whether it is needlework or 
brassieres or pottery or what it might be. 

Chairman BaRpEN. Very well, Mr. Clerk. If you know what he 
wants in the record, put it in. 

(The information referred to follows.) 


Minimum wage rates in Puerto Rico wnder the Fair Labor Standards Act, as 
amended * 





Cents Effective 
Industry and division per | date of wage 
hour order 





Alcoholic beverage and industrial alcohol: 

Beer divisio Feb. 
Nov. 
Nov. 
Tuly 
July 


June 
Jan. pe 
Dee. DO. 108 
Fune 8, 1953 
Sept. 14, 1953 
Fune 8, 1953 
Do. 
July 13, 1953 
July 14, 1952 
Do. 


Precious jewelry divis 
Rosary and native Mme division 
Cement 
Chemical, petrolem. and related products: 
Fertilizer division 


Hormones, antibiotics, and related products division... -__..--...-.-- Loree * 
General division Do. 
Oigar and cigarette_ 36 | Tuly 16, 1951 

Clay and clay products 

Semivitreous and -. ere china food utensils division 

Structural clay and miscellaneous clay products division 
Communications, utilities, and miscellaneous transportation: 

Airline division 

Cable and radiotelephone division 
Gas utility division 
adio broadcasting division 

Telephone division 

Tourist bureau and ticket agency division____. __. .- - dutiddin 

Miscellaneous division 
Construction, business service, motion picture, and miscellaneous industries: 
Business serviee and miscellaneous i industries division Ang. 11, 1952 

Construction division Do. 

Motion-picture division ; 
Corsets, brassieres, ad plied parments 3 Noy. 8, 1954 
Decorations and par’ Aug. 13, 1951 
Foods, beverages, 

Beverage division Nov. 19, 1951 

General division Do. 
Handicraft products Apr. 16, 1951 
Hooked rug: 

Hand-hooked rug division July 21, 1952 

Machine-hooked rug division ‘ 
Hosiery May) 3, 1954 
Jewel a and 

Gem stone di di Nov. 19, 1951 
Industrial eel division Jan. 28, 1952 


See footnotes at end of table, p. 622. 


SKRTSVSR SF ARES 


awn 
SON 


3 


June 25, 1951 
Jan. 1, 1961 


May & 1952 


= 8 
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Minimum wage rates in Puerto Rico under the Fair Labor Standards Act, as 


amended *—Continued 





Industry and division 





Leaf tobacco: 
Machine processing division: 
Feeding, operating, or tending machines whieh-shred, chop, thresh, or stem 
leaf tobacco, and operations immediately incidental thereto. 
Other operations 


Leather, leather goods, and related products: 
Baseball and softball division 
Hide-curing division 


Leather tanning and processing division -- 32) Se be, ce Sou ess : 


Small leather goods division 
General division 
Lumber and wood products: 
Furniture, woodenware, and miseellaneous wooed produets division 
Lumber and millwork division 
Men’s and boy’s plothing ot related products: 
Hat and cap division _- 
Necktie division. 


Suits, coats, and SiN UWMNNN S52 o koi yh2i5siacsenqeclesaigecdauatuuc % 


General division 


Metal, plastics, machinery, instrument, ‘transportation “equipment, and allied in- 
dustries: 3 
Hl ved division 
Light machine shop produets and small industrial equipment di 


vision 
Mining and primary metal and heavy fabricated metal products division ---- -- 


General division . 
Needlework and fabricated textile 3 gaan 
Art linen and neediepein 
Hand-sewing 
Other operations 
Blouse, dress, and ne¢kwear division 


embroidery and corde handbag di 

Cotton canlenneur and infants’ underwear division 

Hand-sewing ope 

Other operations 
Crochet beading, bullion enibroidery, machine-embroidered lace, insignia, 

and chevron division 

Crocheted hats and infants’ bootee division 

Hand-sewing operations 


Orocheted slipper division 
Dungarees, slacks, and related products division 
Fabric glove division 
Hand-sewing operations 
Machine operations and any ey ne oe known to the industry as cutting, 
laying off, sizing, banding, and boxin; 
Other operations 


Handkerchief and square scarf division 
Hand-sewing operations 
Other operations 
bedy division 


Infants’ wear division 
Hand-sewing ean on 
Other TES 
Knit glove division __ 
Leather glove division. 
Hand-sewing operations 
os Pe paren and any operations known’ to the industry as cutting, 
banding, and boxing 


as Sm and nylon underwear division 


Other operations 
Sweater and bathing suit division 
M — division 

operations 
Other operations 
Paper, paper products, printing, publishing and related industries: 

Daily news ision 
Paper bag division 
Paperboard division . 
ee sadueniibas inemureeswbar ws ognaki x Behe 
General division. 


See footnotes at end of table, p, 622. 





Effective 
date of wage 
order 


Tune 30, 1952 
Do. 
Do. 
Sept. 14, 1953 
Do. 
Do. 
Do. 
Do. 


Aug. 11, 1952 
D 


‘Mar. 114, 1955 
Do, 
Do. 
Do. 

Nov. 30, 1953 
Do. 


Do. 
Jan. 1,1951 
Tune’"6, 1955 


Do. 
Do. 


July 25,1055 
June 6,1055 


Do. 
Do. 


June . 4, 1951 


June 6, 1955 
June 4, 1951 


Dee. 10,1951 
Do. 
Do. 





Do. 
Do. 
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Minimum wage rates in Puerto Rico under the Fair Labor Standards Act, as 
amended ‘—Continued 





Effective 
Industry and division date of wage 
order 





aa railway express, and property motor transport: 
Railroad May 4,1953 
Railway express and property motor transport division. Do. 
Rubber, straw, hair, and related products: 
Rubber products division Oct. . 13, 1952 
Straw, hair, and related products division July 20, 1953 
Shipping July yy 1950 
Jan. 4, 1954 


products division 

Glass-decorating division 

Hot asphaltic plant-mix division. 

Mica division 

General division 
Sugar manufacturing 
Textile and textile products: 

Cotton ginning and compressing division. 

Hard fiber products division 

Mattress and pillow division 

General division 6 . 
Vegetable, fruit, and nut-packing and processing 30 | Aug.. 21, 1950 
Wholesaling, warehousing, and other distribution Aug. 27, 1951 











: Source: U.S. Department of Labor, Wage and Hour and Public Contracts nin oe ised June 1955. 
te gram Industry Committee No. 16-A recommended a 70-cent rate for the general division of the elec- 
trical, instrument, and related manufacturing industries; Special Industry Committee No. 16-C recom- 
mended a 53-cent rate for the general division of the plastic products industry, and the Administrator eae 
issued a proposed decision to adopt a 75-cent rate for the general division of the metal, machinery, tra 
portation equipment, and allied industries recommended by Special Industry Committee No. 16-B. ‘Under 
the terms of administrative order No. 440, appointing Special Industry Committees Nos. 16-A, 16-B, and 
16-C, these recommended or proposed rates would, if adopted, apply to certain products presently defin ed 
within the decorations and party favors industry. 

’ The Administrator has issued a proposed decision to adopt ite tower rates for the metal, machinery, 
transportation equipment, and allied industries recommended Special Industry Committee No. 16-B 
effective June 27, 1955: 

Fabricated wire products, steel spring, and slide fastener division, 65 cents. 
General division, 75 cents. 

The ee rates have been recommended by Special Industry Committee No. 16-A for the electrical, 

instrument, and related manufacturing industries: 
Lens and thermometer division, 60 cents. 
Resistence-t household appliance division, 65 cents. 
General di nm, 70 cents, 

The ae rates have been recommended by Special Industry Committee No. 16-C for the plastic 

products industry: 
Spearet and vaporizer division, 75 cen 
all tile, dinnerware, and a ote records division, 60 cents. 
General division, 53 cents, 


Mr. Barry. Now, Mr. Hochman, can you give the committee some 
detail on a matter that is of considerable interest right now. 

I presume you are familiar with the investigation that is going on 
into the contract for Navy caps. 

Mr. Hocuman. Yes. We are all entertained about that. 

Mr. Barer. Concerning this firm from Chicago. Could you tell 
us about their operations in Puerto Rico? 

Mr. Hocuman. I will again ask Mr. Teper, who has been collecting 
these items very carefully, to tell you about it. 

Mr. Tzrrr. The firm in Chicago was known as the Mid-City Uni- 
form Co. It was a corporation of which Mr. Lev was president at 
one time or another, because apparently he gets in and out of corpo- 
rate structures. 

Insofar as the particular Navy contract is concerned, he, ther 
with other manufacturers, bid on a contract for approximately mil- 
lion white Navy caps. His bid specified that those caps would be 
made either in Chicago or in Mayaguez, P. R. 
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At the time when the bid was made he had no facilities whatsoever 
in Puerto Rico. He had been discussing the problem with the Puerto 
Rican authorities with the idea of their providing him with a plant. 

He was the lowest bidder, and he bid on the entire quantity. Judg- 
ing partly from the press and from some other material that I have 
had—I may say that as a member of a special industry committee in 
Puerto Rico, I had the pleasure of cross-examining Colonel Painter, 
who is connected with the firm and whom Mr. Lev, according to news- 
paper accounts, described as sneaky the other day because he produced 
~ the committee a document the congressional committee wanted—it 
appeared that the machines to make the caps were bought for the 
Puerto Rican plant only after the contract was awarded. They, of 
course, had a tax exemption. 

Obviously, to meet the Navy dates without any plant would have 
been difficult. I am not in a position to tell you why. But the piece 
goods belonging to the Government were lost in transit for about 3 
months, so that the Government had to give an automatic extension 
of 3 months to the Spencer Manufacturing Co., the Puerto Rican 
establishment, to enable them to keep up with deliveries. 

I also know that after they began manufacturing these caps the 
Spencer Manufacturing Co. changed the specifications on those caps, 
and, presumably, those changed specifications have been approved by 
the Navy Department. I cannot tell you by whom or whether it was 
right or wrong. 

But that, in brief, gives you the story. Spencer Manufacturing Co. 
did appear before Industry Committee No. 15 to oppose the raising 
of the rates, even though by their own testimony, including the data 
that they themselves used in their exhibits, the mainland firms were 
paying much more than they were, considerably more. 

Mr. Bamey. May I ask you at this point, is the Spencer concern a 
subsidiary of the Mid-West Cap Co.? 

Mr. Teper. Sir, without having the power of Congress to inquire 
into the corporate interrelationships, I am not in a position to say. 
But the briefs that I have read, which were filed by the Millinery 
Workers Union opposing tax exemption to the Spencer Manufactur- 
ing Co.—because they have recently tried to expand their sphere of 
operations in Puerto Rico—indicate that Mr. Lev did have financial 
relationships with both. At one time he appeared as the president, 
and at other times he disappeared as president of one or the other of 
those concerns. 

I am not in a position to give you the precise technical details, but 
I am sure Senator McClellan is developing those. 

Mr. Batiey. Does the Spencer concern operate a union shop or non- 
union shop ? 

Mr. Teper. Nonunion. 

Mr. Bariwy. And what is the rate of pay ? 

Mr. Terer. At the time when I was in Puerto Rico last year it 
appeared that, with a 35-cent minimum which they had to pay under 
the law, their average ran somewhere between 38 and 39 cents an hour. 
The committee recommended that the minimum be raised to 55 cents. 
That minimum went into effect in February of this year. But Spencer 
Manufacturing Co. filed a suit to restrain the Secretary of Labor from 
enforcing that minimum. That suit was filed in Boston Circuit Court. 
Apparently they don’t have to pay it until that matter is disposed of. 
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Mr. Battzey. They are still paying 39 cents ? 

Mr. Teper. I would assume so, sir. I have not been there for a year. 

Mr. Battey. How well acquainted are you with the distribution of 
that industry down there? Outside of the needlework, the glove 
manufacturing and brassieres, what other textile operations are car- 
ried on in Puerto Rico? 

Mr. Teper. In the field of textiles they have some rug manufacture. 
For example, hooked-rug manufacture is a very important item. I 
may add that on machine hooked rugs there was no increase in the 
minimum, and that the Secretary of Labor of Puerto Rico evidently 
made a slight error when he suggested that machine-hooked rugs were 
ipade by home workers. He did that in testifying before the Senate 
committee. Iam sure that was an inadvertent error. 

In addition to that, the knitgoods industry is growing very rapidly 
there. It is a new industry. It is only a couple of years old. They 
have close to 1,500 workers at the present time, and they are expand- 
ing very rapidly. The Puerto Rican Economie Development Co. is 
engaged in a very lively promotion of movement of that industry to 
Puerto Rico, judging by accounts in the trade press. 

There is apparently some manufacture in pillow production. I am 
judging it on the basis of the minimums that have been established 
there. There is also apparently some cotton ginning there, because 
there is a rate set up by the Labor Department for cotton ginning. 

Chairman Barpen. Let me ask you a question. 

Do you mean by ginning the separation of the cottonseed from the 
cotton ¢ 

Mr. Trprr. Yes; I do; but they do not, to my knowledge, raise 
much cotton. But, as I said, the Wage and Hour Division has set a 
rate of 40 cents an hour as of August 23, 1954, for what is described 
as cotton ginning and compressing. I assume that if a rate has been 
set there must be some such operation in Puerto Rico. 

Chairman Barpen. Mr. Bailey, I think this would be an appro- 
priate statement to make at this point: 

I have been looking into the various sections affected here; and if 
we are going into the Puerto Rican situation, our relations with 
Puerto Rico would certainly demand a full-dress hearing. It would 
not be a unilateral affair by any means. 

Now I think we again return to the question of whether you want 
to open the bill up. If you do this is a very clever way to do it. 

Mr. Barer. You would not have to open the bill up if you dealt 
only with minimum rates. Do you see any reason why the commit- 
tee, if they, in their wisdom, decided to do so, could not say that. the 
existing rates in Puerto Rico shall be increased in a similar amount 
that we increase the minimum wage rate here? 

Chairman Barpen. I will not attempt to assume the prerogatives 
of the Speaker or of the parliamentarian, but in reading this law I 
find the Puerto Rican situation referred to in many sections of the 
bill. And I believe the gentleman knows that when you open it up, 
when you open up the section you open it up for amendment. _ 

? Now it is very obvious that these parties are interested parties. It 
, is very obvious they give one side of the picture. We have in the past 
* at least tried to put on the showing that we were being considerate of 
Puerto Rico. I don’t think we have been very considerate of them in 
the past. But, at the same time, the Governor of Puerto Rico has 
ea more difficult problems to deal with than there have been pre- 
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sented here. And certainly I would not dare tinker with the Puerto 
Rican situation and just arbitrarily be a party to the insertion of a 
paragraph in there, as the other legislative body apparently did, with- 
out going into the matter very thoroughly because you have got be- 
tween 2 and 3 million people over there, and they have at least a form 
of their own government. We cannot disregard their welfare in 
handling this matter. 

Now my very frank opinion is that if you open this up and put it 
in the bill, then the bill is open. That is my very frank opinion about 
it. 

I think it is close enough that. we had better give some very serious 
attention to it. 

Mr. Vetpr. Mr. Chairman, do you happen to know what the Gov- 
ernor of Puerto Rico recommends as far as the minimum wage is 
concerned ¢ 

Chairman Barpen. No, except to this extent : I have had a very, very 
brief discussion with Dr. Fernos who represents the Puerto Rican Gov- 
ernment here as Commissioner, and I have read a part of the statement 
made by the Secretary of Labor from Puerto Rico. To me it would 
be utter folly, if not brutal, to begin to tinker with the Puerto Rican 
economy without giving very full consideration to those responsible 
for the Puerto Rican economy, and that would be the Governor, the 
Secretary of Labor over there, and the industry committee. 

I cannot conceive of an industry committee over there being as these 
gentlemen have pictured them. I think, as a matter of fact, the com- 
mittee idea was supported by you gentlemen when it was put in. And 
you have consistently advocated industry committees. You have done 
that many times before this committee. 

Now I am not willing to junk or be a party to junking the industry 
committee as it relates to Puerto Rico without, as I said, a full-dress 
hearing on the subject. 

What I think the Puerto Rican Government would like would be 
to continue under the operation of the industry committees. The 
have unemployment there of a higher rate than the United States has 
pi oa in many, many years. As far as that is concerned, they 
have their problems that deal with life and death almost, not just a 
high standard of living. I have been around every foot of the island, 
and I know something about what the conditions are. 

Now I just say that this committee gave instructions that we should 
deal with the specific section and the raising of the minimum. 

Mr. Barer. Mr. Chairman, may I add that you well know my 
pac as a Member of the Congress has been consistent over the 

ast 10 years, in that I have stanchly opposed the impact on American 
industry of foreign competition, imports of products made under wage 
levels in foreign countries that are entirely out of line with the wage 
levels in this country. I think most everyone in Congress knows my 
position there. 

Here within our own country we have a situation that does not 
involve import duties whereby we permit the same type of competi- 
tion, and we do it by an eleemosynary procedure down there whereby 
everybody who can be induced to go down there and start a plant is 
freed from every type of taxation whatsoever, freed of all local taxa- 
tion, freed of all income taxes, freed of all payments into workmen’s 
compensation, and of every other ordinary procedure of taxation. 

Is that true, Mr. Hochman ? 
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Mr. Hocuman. Yes, except that workmen’s compensation is 
required. 

Mr. Battery. There is even a worse situation than the competition 
from your low wages and living conditions connected with articles 
coming from sheen: 

Mr. Hocuman. We have no competition from abroad in many 
branches of our industry. 

Mr. Battery. I am talking about competition coming from abroad 
against our own mainland industry. 

Chairman Barpen. Let me just read you one paragraph here. This 
comes from Dr. Fernos’ testimony. Just let me read this paragraph, 
and it may give you some light. 

I submit that at this stage of industrial development in Puerto Rico it 
would be impossible to try to apply there the same criteria as in the main- 
land. We are now industrially where the United States was 50 to 100 years 
ago. 

Now we can theorize all we please, but we cannot out-talk conditions. 

So if we must go into this I am not saying that everything has been 
working perfectly, and I am not a native of Puerto Rico, and I have 
no investments in Puerto Rico. I do not own a dollar’s worth of stock 
in any of the industrial lines as far as that is concerned. But I am 
not going to kid myself and overlook what I believe to be a situation 
that will open the bill up. If that should be the ruling, then I say 
to you the results of opening this bill up are well known to everyone on 
this committee. 

Mr. Banzy. It is plain, Mr. Chairman, that there is not a sufficient 
number of the committee present today to make a determination of 
that. That is a matter that can come up in future considerations 
when a sizable number of the committee are present. But it is a bad 
situation, and I, for one, am going to insist on something being done 
about it. 

Mr. Hocuman. Mr. Chairman, may I just clarify something? 

Chairman Barpen. Yes, sir. 

Mr. Hocuman. We state that we are not opposed, we favor industry 
committees. In this brief that I read to you we merely point out 
that they have not operated properly, that the Puerto Ricans had a 
majority on every committee, and they looked on things purely 
from a Puerto Rican point of view, which I think is not unnatural 
to expect. 

Chairman Barpven. Did we not write into the law that there should 
be Puerto Ricans? : 

Mr. Hocuman. I don’t think it is the law that they should have 
the majority. 

Chairman Barpen. I think there is something in there about that. 

Mr. Hocuman. I think that is not in the law. That is a procedure 
adopted by the Labor Department. And this system did not work 
properly, I think; this makes it ey upon us, when we consider 
this aspect of the law, that we now look at our experience and try to 
improve upon it. For if it does not work, in the nature of things, we 
should change it. That is what our legislation is for most of the time, 
improving upon certain laws that do not operate properly. 

n the second place, as a result of the kind of pressure exercised by 


Puerto Rican majorities on the working of these committees, there 


has been a constantly growing wage gap maintained. The original 
intent of the law was to bring the island wages up. But they have 
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not been brought up to the standard of the law. The gap has in- 
creased rather than decreased; the minimums have not been brought 
closer together. 

We say that now is the time to provide that whatever increase we 
now make in the minimum hourly rate on the State be immediately 
applied to Puerto Rico; whatever gap still remains should then be 
dealt with by industry committees under improved arrangements 
based on experiences. We want to straighten things out without 
causing undue hardships—and we believe that our proposal, though 
it will narrow the wage gap, can readily be absorbed and leave Puerto 
Rico on a competitive basis. 

Chairman Barpen. Do you still favor industry committees for 
Puerto Rico? 

Mr. Hocuman. We do favor them, Mr. Chairman. We favor, No. 
1, that the present increase in the minimum on the mainland shall be, 
pennywise, applied exactly to Puerto Rico; No. 2, whatever gaps 
remain after that shall be handled by industry committees, but at least 
half of the members of the committees shall come from the mainland. 

Sure, we want the committees to continue. We do not want to 
abolish them. 

Chairman Barpen. Do you favor half of the industry committee in 
your industry if one should be appointed in the United States coming 
from Puerto Rico? 

Mr. Hocuman. Why not? That is the United States, too, is it not? 

Chairman Barven. All right. 

I am saying if you appointed Puerto Ricans to serve over here. 

Mr. Hocuman. I have no objection. If we have something in com- 
mon to do it is no more than fair we should do it jointly on a 50-50 
basis. There is nothing wrong with that. 

Mr. Battery. Mr. Chairman, we have to make that quorum call. 

Chairman Barven. The law states: 

An industry committee appointed under this subsection shall be composed of 
residents of such island or islands where the employees with respect to whom 
such committee was appointed are employed and residents of the United States 
outside of Puerto Rico and the Virgin Islands. In determining the minimum 
rate or rates of wages to be paid—- 
and so forth. 

Mr. Hocuman. But it does not say they shall have a majority. The 
number is not specified. 

Chairman Barpen. I had not looked into it, but I knew it was men- 
tioned in the law. 

Mr. Hocuman. It is mentioned, Mr. Chairman, but the number is 
not mentioned. 

Chairman Barpen. Well, we will just have to recess. I am just as 
sorry as I can be that the House meets at 11 o’clock. It throws the 
committee ina whirl. I do not know anything to do except to recess 
until tomorrow morning at 10 o’clock. 

_ Mr, Hocuman. Will you expect us to be here again tomorrow morn- 
ing? 

Chairman Barpen. I think you should be present if there are any 
members who want to ask you questions. 

Mr. Hocuman. All right, sir, we will. 

(Whereupon, at 11:20 a. m., the committee was recessed, to be re- 
convened at 10 a. m., Wednesday, June 15, 1955.) 
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WEDNESDAY, JUNE 15, 1955 


House or RepreseNnTarives, 
Commirrer on Epucation anp Laspor, 
Washington, D.C. 

The committee met at 10:20 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Augustine B. Kelley, presiding. 

Present : Representatives Kelley (presiding), Bailey, Perkins, Wier, 
Landrum, Elliott, McDowell, McConnell, Gwinn, Smith, Fijare, 
Rhodes, and Frelinghuysen. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; Edward A. McCabe, general counsel ; Russell C. Derrick- 
son, chief investigator. 

Mr. Ketter. The committee will please be in order. 

Is Mr. Hochman here? 

Mr. Hocuman. Yes. 

Mr. Kexiey. I believe the committee did not finish with you yester- 
day. 

Mr. Hocuman. We were to come back. 

Mr. Ketiey. For further questions. 

Mr. Hocuman. That is what they said. 


STATEMENT OF JULIUS HOCHMAN, VICE PRESIDENT, ACCOM- 
PANIED BY LAZARE TEPER, DIRECTOR OF RESEARCH; AND 
KENNETH MEIKLEJOHN, LEGISLATIVE REPRESENTATIVE, IN- 
TERNATIONAL LADIES’ GARMENT WORKERS UNION (A. F. 
OF L.)—Resumed 


Mr. Ketter. Mr. Wier? 

Mr. Weir. The only resolve that I have is as a result of your point- 
ing out the condition in Puerto Rico and I think it is pretty well estab- 
lished around here that there is a bad condition over there. 

Even yesterday on the House floor 2 or 3 people asked me if we were 
going to do anything about Puerto Rico. Our chairman here today 
has been on a committee that has been over to Puerto Rico 2 or 3 times. 
This committee has sent investigators over there in the past. 

Yesterday you seemed to express the opinion that the way in which 
to set these minimum wages over in Puerto Rico would be by the in- 
dustry committees if they had done their job. What is your feeling 
today? What would be your position va! ay to add Puerto Rico to 


this act or to call the Labor ay cle = in and ask them what they are 


doing about the minimums in Puerto Rico because of the charges you 
made, or rather, the statements you made rather than charges? 
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Mr. Hocuman. You quote me correctly, sir. I did speak about the 
continuation of the functioning of the committees with some modifica- 
tions: (1) That at least 50 percent of the members of the committee 
be citizens of the mainland; (2) that they be supplied with sufficient 
funds so that they can function more regularly than they do now. 

But the main recommendation we made was new. We propose that 
the difference between the present 75 cents stateside minimum and 
$1.25 be added moneywise, i. e., centwisé 50 cents, to the various indus- 
try minimums that they have there in Puerto Rico, 

In other words, they will continue to have a spread between the 
mainland minimum and the Puerto Rican minimums. We are not 
going to correct that at once. Let us at least prevent future spreads 
from widening. Yet the spread will continue to be in favor of Puerto 
Rico. ’ 

So we have two propositions, one, that the total amount now added 
to the hourly minimum be added to the present existing minimums in 
Puerto Rico. 

Mr. Wer. In other words, what you are saying on that point is that 
if we add 50 cents or 25 cents to the present 75 cents on the mainland 
here, we should also do that to the 38 cents and the 40 cents? 

Mr. Hocuman. That is right. 

Mr. Weir. Whatever the minimum is? 

Mr. Hocuman. That is right. All the differences that still remain 
should then be worked out and continually improved until we reach 
equality there through the functioning of committees. Of course, I 
also made suggestions as to changes in the committee procedure. 

Mr. Wem. Is that what you told the Senate, too? 

Mr. Hocuman. Yes, sir. 

Mr. Wetr. That is the same proposition you made the Senate? 

Mr. Hocuman. Yes, sir. 

Mr. Weir. That is all. 

Mr. Ketter. Mr. Smith? 

Mr. Smiru. No questions, 

Mr. Keer. I have no further questions. 

We thank you very much, Mr. Hochman, for appearing here and 
helping the committee devise some sort of amendment to the present 
act. I think this industry committee setup, we ought to look into some 
manner of strengthening the work of the industry committee because 
the purpose of this committee is to amend the act only moneywise. So, 
if we put the rigid minimum wage over in Puerto Rico and the Virgin 
Islands, it would be increasing the coverage, which is not the purpose 
of the committee. 

Mr. Hocuman. I did not get that, sir. 

Mr. Keir. In other words, the assistance we would give in this 
measure to Puerto Rico would be to strengthen the Puerto Rican 
industry rather than to establish a minimum wage. 

Mr. Hocuman. I will ask our attorney, Mr. Meiklejohn, to reply 
to this comment that you made, Mr. Chairman, because we think it 
is important that our opinion be expressed on that. 

Mr. MerK.esonn. We have not looked upon an increase in the 


minimum by the statutory method, that is, an increase in the rates 
down there by operation of law, as a coverage matter. Nor do we look 
on an increase through the industry committee procedure as a cover- 
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age matter. The present and proposed rates apply to employees who 
are subject to the act. They do not bring any new employees under 
the act nor do they eliminate any employees from the act. 

Both the industry committee procedures and the minimum wage, 
as applied in Puerto Rico and the Virgin Islands, involve strictly a 
minimum wage problem. 

As far as coverage of the law in Puerto Rico goes, there it is exactly 
the same as it is on the mainland. We have no proposal at this time 
to change that although again, when the committee is discussing 
coverage and exemptions, we may want to say something on that sub- 
ject at that time. 

Mr. Ketter. Thank you very much, gentlemen. 

Mr. Hocuman. Thank you. 

Mr. Keutey. Mr. Frank W. Hancock, Jr., former Member of the 
House of Representatives. I believe you have a short statement to 
make, Mr, Hancock? 


STATEMENT OF FRANK W. HANCOCK, JR., SPECIAL COUNSEL FOR 
12 TEXTILE MANUFACTURERS OF NORTH CAROLINA 


Mr. Hancock. That is right, Mr. Chairman. 

Mr. Keuzry. Mr. Hancock, I believe, would like to return to North 
Carolina today if possible. 

Mr, Hancock, will you please give us your full name and identify 
whom you represent ? 

Mr. Hancock. Frank W. Hancock, Jr., Oxford, N. C. I am rep- 
resenting a greup of small textile manufacturers of North Carolina 


whose names I list in my statement. 

Mr. Keitiey. Go ahead, Mr. Hancock. 

Mr. Hancock. Mr. Chairman and members of the committee, I 
welcome this opportunity to present the views of a small group of tex- 
tile manufacturers of North Carolina whom I represent on revision 
of the Fair Labor Standards Act, and I want to thank your able and 
distinguished chairman and my good friend of many years for grant- 
ing me this privilege. He and I come from North Carolina, which 
was a part of the old South and is today a very important part of the 
new and advancing South. 

I am here not as an economist or an expert on wages, but as a lawyer 
and as an American interested in the welfare of the textile industry, 
my State, and my country. 

In requesting this opportunity I made it clear to the chairman 
that my statement.would be brief and restricted to the amendments 
to section 6 (a) (1) relating to the increase in the minimum wage rate 
and the effective date of such increase. I shall keep this promise. 

Having served as a member of a committee of the House of Repre- 
sentatives for about 10 years, I appreciate the great responsibility 
that rests upon you in writing or revising the laws of the Nation, and 
especially one of this character and import. I well know the mental 
strain and too often anxiety which you must experience in reaching 
a decision where there is a seeming conflict between what is best for 
the economy of your district and that of your Nation. 

63489—55—42 
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Though there are many other textile manufacturers, both in North 
Carolina and the South, who no doubt subscribe to the views of the 
12 mills which I represent, I am speaking only for: 

Rocky Mount Mills, Rocky Mount, N. C. 

Henderson Cotton Mills, Henderson, N. C. 

Harriett Cotton Mills, Henderson, N. C. 

Borden Manufacturing Co., Goldsboro, N. C. 
Hadley-Peoples Manufacturing Co., Siler City, N. C. 
Sterling Cotton Mills, Franklinton, N. C. 

Patterson Mills, Roanoke Rapids, N. C. 

Roanoke Mills, Roanoke Rapids, N. C. 

Rosemary Manufacturing Co., Roanoke Rapids, N. C. 
Rocky Mount Cord Co., Rocky Mount, N. C. 
Highland Cotton Mills, High Point, N. C. 

Carolina Cotton Mills, Inc., Maiden, N. C. 

These textile manufacturers have a total of 336,648 spindles and 
employ approximately 5,000 men and women. bi have a net worth 
of about $40 million, and in normal times their weekly payroll amounts 
to $251,000. Their minimum hourly wage is $1, and their present 
average hourly wage is about $1.2314, against an average of $1.10 in 
the South. 

They make and sell competitively carded yarns, sheeting, print 
cloths, flannels, damask, braided cordage, and a few other products. 

Their present wage level proves that they understand both the spirit 
and objective of the Federal minimum wage and hour law, which has 
become a cornerstone in the structure of our American economy and 
without which we could not enjoy such a high standard of living or 
have a steady balanced and prosperous economy. ce 

The high level of wages paid by this group of manufacturers is 
proof also that they do not believe that the statutory minimum wage 
should be the prevailing wage or a substitute for a voluntarily bar- 
gained rate arrived at through employer and employee negotiations. 

Mr. Ketiey. Pardon me, are these employees unionized ? 

Mr. Hancock. Some are unionized and some are not unionized. A 
majority of them are not unionized. 

Mr. Wetr. Do you have your statement here or just the one you are 
reading from? 

Mr. Hancock. I have several typewritten copies. 

Mr. Wer. I would like to have one. 

Mr. Hancock. Certainly. 

At the same time they realize that the minimum wage should not 
be fixed at a rate which will result in unemployment or curtailment 
of the earning power of the lowest paid workers. 

As a result of their long and varied experience with the wage prob- 
lem, and after a careful analysis of the present economic situation, 
together with their own problem of keeping their mills operating on 
a profitable basis, they respectfully recommend to this committee that 
the minimum hourly wage be increased from 75 cents to $1, to become 
effective as early as practicable. 

Mr. Battery. Mr. Chairman, on that particular point I have had a 
considerable number of requests that whatever date be set, it be set 
immediately, some even for 30 days. I notice the Senate bill provides 
for an effective date of January 1. They say that that will cause con- 
siderable confusion in the market; that buyers will make an effort to 
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stock up, take advantage of the possibility that there might be an 
increase in prices following the increase in the minimum wage. 

After the wages go in for a period of months, there will be no market 
demand at all. They prefer to see it effective 30 days after passage 
of the legislation rather than the 6 months. 

Would you mind commenting on that? 

Mr. Ketiey. Did you say you cover that in your statement, Mr. 
Hancock ¢ 

Mr. Hancock. I think we do, partially. On that particular point 
I rather agree with your view, but ample time should be given for 
necessary adjustments. However, based on our experience—— 

Mr. Lanprum. Will the gentleman yield there? 

Mr. Batiey. Yes. 

Mr. Lanprum. When you say “your view,” you mean Mr. Bailey’s 
view ¢ 

Mr. Hancock. Mr. Bailey’s view. 

Mr. Lanprum. I understand your view to be that it should be 
effective 30 days after? 

Mr. Baney. Thirty days or sixty days rather than the Senate bill. 

Mr. Hancock. We take the position that a committee of this char- 
acter, where you are given the opportunity of hearing so many vary- 
ing views and divergent opinions about this far-reaching question, 
that you alone would be in the best position to determine what would 
be a date best suited to the interest of all concerned. 

Mr. Lanprum. Will you yield? 

Mr. Bauer. Certainly. 

Mr. Lanprum. Would you suggest that this committee do a thing 
iike increasing the minimum wage and making it effective in 30 days 
and have no regard for existing contraets whatsoever ? 

Mr. Barter. I had not taken that into consideration, frankly. I 
just raised the point to get a reaction from the witness. 

Mr. Lanprum. Many contracts are entered into based on the pre- 
vailing wage rates, and it will take months probably to complete. 

Mr. Keiiey. I may say, Mr. Landrum, that Mr. Bailey was merely 
questioning the witness to get the witness’ reaction about that. 

Mr. Lanprum. But then you said that was your view and that is 
what disturbed me. 

Mr. Bamzy. My view was that I had had so many requests that it be 
an early date and none that it be an extended date until you raised the 
question of the existing contracts. 

Mr. Hancock. We do not think that any witness would be any- 
where near as well qualified to reach a wise decision with respect to 
the effective date as this committee would be. 

Mr. Ketiey. Proceed, Mr. Hancock. 

Mr. Hancock. They believe that this action on the part of Congress 
would be sound from a business standpoint ; wholesome for the econ- 
omy of the Nation and a forward step toward eliminating as rapidly 
as practicable substandard living conditions in both North Carolina 
and the South. 

They also believe that is the only practical way of eliminating unfair 
wage competition between employers in their industry and that it 
would gradually but surely close up someof the gaps through which 
fly-by-night exploiters and unscrupulous executives demoralize and 
poison a healthy free enterprise economy. 
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If an increase in the minimum wage to $1 were going to affect the 
majority of the employees in the textile industry it is possible that 
it could do more harm than good, but as it will only affect about 14 
percent who are now getting less than $1 an hour, they cannot but 
feel that it is better to bring this percentage up to a higher level of 
wages than to endanger the 86 percent who are now earning more 
than $1 per hour. 

They hold to the view that there is nothing that would have a more 
salutary and constructive effect in stabilizing the textile industry 
than to raise the minimum wage to $1. 

As I have heretofore stated, although our Nation today is enjoying 
general prosperity, many segments of the textile industry are not, 
and my clients are fearful that should be perchance run into an eco- 
nomic decline, the textile industry could be forced into an era of wage 
cutting that would bring the minimum wage down to its present stat- 
utory level. 

Even today there are signs that this era may have started, for fig- 
ures of the Department of Labor show that the average hourly wage in 
the Southeast has declined 2 cents and this in the face of our con- 
sumer’s price index having gone up eight-tenths of 1 percent. 

My clients cannot but feel that those in the anced who are try- 
ing to make their production and marketing justify the higher level 
of wages for their employees should not be obstructed or penalized by 
the small group who are unwilling to do so and are finding refuge 
under the present minimum wage law. 

Mr. Baier. Mr. Chairman, may I ask a question at this point? 

Mr. Ketuey. It is all right but I would like to have the witness com- 
plete his testimony. Could you hold it until we finish ? 

Mr. Batrey. I can, certainly. 

Mr. Hancock. Down my way there is an old saying that “as textiles 
go, so goes North Carolina.” The Tarheel State is the largest textile 
manufacturing State in America, and textiles constitute by far its 
biggest industry. 

There is no other State in the Nation in which textiles are so im- 
portant to the economy as North Carolina. Two out of every three in- 
dustrial employees in the State are textile workers. 

It is, therefore, easy to see how the textile industry sets the wage 

attern of industrial workers in North Carolina and what a few 
faiblannat manufacturers can do to upset and play havoc with the 

rice pattern of most finished goods and ultimately pull down the 
high level of wages of the industry itself. 

It might be helpful to the committee to know that of the 600,000 
working people in North Carolina who are now protected by the mini- 
mum-wage law, 235,000 are textile workers. These 235,000 represent 
about 50 percent of the textile workers in the 3 States which make up 
the textile industry of the South. 

It is estimated that of the 235,000 workers employed in the textile 
mills of North Carolina, only about 34,000 would be affected by an 
increase in the minimum wage from 75 cents to $1, and about 15,000 
of the 34,000 are in the carded-yarn segment of the textile industry. 

My clients further reason that an increase in the minimum wage 
will inevitably result in increased consumer purchasing power and 
will thus provide a larger market for the products of their mills. 
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As the proposed increase from 75 cents to $1 would affect substan- 
tially only the unskilled and unorganized workers at the bottom of the 
economic ladder, it is obvious that most of the increased wages would 
be spent for the necessities of life and would go for food and clothing. 

The United States is the largest free market in volume of trade in 
the world. Its high standard of living is to a great extent due to the 
movement of goods freely from one State to another. If one State 
permits low standards, it inevitably tends to upset the healthy and 
vigorous spread of real efficiency, and in the long run undermines its 
own standard of living and future prosperity. 

The maintenance of purchasing power to meet the flow of goods 
into the market is essential to the continuance of profitable business. 
If wage earners are paid low wages, it follows as the night does tha 
day that they cannot purchase as many goods. So a depressing factor 
enters the market which sometimes leads to industrial paralysis, which 
my clients are fearful may happen in their business. We all know 
too well today that low wages never enabled an economy to prosper, 
and they never will. 

We can all agree that an essential requirement in the effective oper- 
ation of a free-enterprise system is that profit shall result only from 
superior efficiency and not from the exploitation of weakness or unfair 
practices. 

A fair and effective minimum-wage law is therefore just another use 
of necessary governmental power to guarantee that a business com- 
petitor will have to rely on bis superior efficiency and merit as a pro- 


ducer rather than the ruthless practice of taking advantage of those 


either without bargaining power or with low bargaining power. 

It is similar in principle and more or less comparable to the support- 
price program which we recognize as sound and necessary for the pro- 
tection of the farmers of our country. 

Today enlightened self-interest makes the efficient and fair-minded 
employer seek to achieve the highest possible level of steady work and 
pay for his employees, not only because it is good business and good 
management to regularize production but because steady operations 
benefit everybody, employees, stockholders, and the community. 

He knows that there can be no real security for his employees with- 
out production which with free and fair competition should insure 
legitimate profits. He also well knows that to find security for his 
employees on any other basis, one must fail to take into account the 
true economic facts of life under our free competitive risk economy. 

Though these mills are all incorporated, the relationship between 
them and their employees is becoming more and more one of real part- 
nership. Their executives realize that the investment of human en- 
ergies, human skills, and human talent in the production of textile 
products is as essential to the success of their business as the invest- 
ment of their stockholders. 

Now, if anyone should question the good and splendidly human 
motive which prompted the executives of | these 12 mills in sending me 
here today to present their views on this important and far-reaching 
social and economic problem, I have only to say that the man who con- 
ceived the idea and planned it journeyed alone to Washington in 1939 
and with courage and intelligence advocated before the Wage and 
Hour Administration, on behalf of this same group, an increase in the 
hourly wage from 25 cents to 3214 cents for workers in the textile in- 
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dustry. Though he was vehemently criticized then and called many 
names, “those who came to scoff have remained to praise.” 

I want to thank you for hearing me and I sincerely hope that our 
views, though perhaps crudely expressed, may be of some assistance to 
this committee in its consideration of this important problem. 

Mr. Ketixy. That is a very fine statement, Mr. Hancock, and I 
want to compliment you. 

For the members of the committee who were not here, I want to say 
that Mr. Hancock is a former member of Congress from North Caro- 
lina. 

Mr. Weir? 

Mr. Wetr. No questions. 

Mr. Ketzxy. Mr. Bailey? 

Mr. Battry. You mentioned the possibility of the textile industry 
running into rough seas; do you contemplate you will have much un- 
favorable effect from the new Japanese treaty that has just been ap- 
proved ¢ 

I note that several of the categories of textiles have been reduced 
under the new treaty, some of them as high as 40 percent, with an aver- 
age increase of 27 percent, lowering of the import duties on Japanese 
textiles. 

Mr. Hancock. Mr. Bailey, I am not competent to discuss that sub- 
ject. I think it only fair to say to the committee that our group has 
been very much concerned and disturbed since the news came out. 

Mr. Batrey. In the new extension of the Reciprocal Trade Agree- 
ments Act, which gave the President the authority to reduce rates, the 
Senate amendment would have been of considerable assistance to the 
textile industry had it not been watered down somewhat in the confer- 
ence and the advantage that they would gain there by the Tariff Com- 
mission having to take into consideration increased volume of imports 
as one of the bases for determining injury to a domestic industry. 

That would have benefited the textile industry considerably but I 
am doubtful if the benefits are going to offset the harm that is going 
to come from the reduced rates in the treaty with Japan because we 
Just cannot compete. 

Mr. Hancock. My clients are afraid that it will tend to neutralize 
the good effects of the fair and protective Senate amendment. 

Mr. Batrzy. That is right. 

There is one other question, Mr. Chairman, that I had in mind. You 

uoted the rates in these 12 concerns that you are representing; are 
they of separate ownership or what? 

Mr. Hancock. All separate ownership—no interlocking interest. 

Mr. Barity. How do the rates that you pay there, I think you said 
part of your mills are unionized and part were not unionized / 

Mr. Hancocn. The majority are not unionized. ' 

Mr. Batter. How do the rates of the nonunionized plants compare 
with the unionized plants? 

Mr. Hancock. Very favorably, except in a few spots of North 
Carolina. 

Mr. Barry. I believe you said in the 34,000 or were you speaking 
for the entire State of North Carolina ? 

Mr. Hancock. Speaking for the entire State. 

Mr. Baney. Thirty-four thousand. 
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Mr. Hancock. Thirty-four thousand of the present group of em- 
ployees working in the textile mills of North Carolina would be 
affected by the increase. 

Mr. Battey. Would be below a dollar rate? 

Mr. Hancock. Are below a minimum of a dollar today. 

Mr. Barer. That is all, Mr. Chairman. 

Mr. Keritzey. Mr. Perkins? 

Mr. Perxins. No, sir. 

Mr. Keniry. Mr. Elliott? 

Mr. Exniorr. No questions. 

Mr. Ketixy. Mr. McDowell ? 

Mr. McDowetu. No questions. 

Mr. Ketter. Mr. Landrum? 

Mr. Lanprum. Mr. Hancock, you give $1.23 as the average hourly 
rate paid by this group of mills which you represent ? 

Mr. Hancock. Yes, sir. 

Mr. Lanprum. None of these mills that you represent are concerned 
with incentive pay scales, so-called incentive pay scales, arethey? You 
do not have any incentive measures in your regulations that permit 
employees to be on a basis, say, of 75 cents and, according to the amount 
of piecework production they do, increase their hourly earnings? 

Mr. Hancock. I am not informed about that. I would be glad to 
furnish it for the committee, though. 

Mr. Lanprum. I did want to know. 

Mr. Hancock. One dollar is the minimum and the average today is 
$1,231. 

Mr. Lanprum. None of your mills are garment manufacturers, are 
they? 

Mr. Hancock. No, sir. 

Mr. Lanprum. That answers my question. 

Mr. Hancock. Of course, the more processing the textile does the 
more profit you have and the higher the wage standard. 

Mr. Lanprum. I understand that but I meant as to piecework, you 
have no piecework ? 

Mr. Hancock. No, sir, not in our group. 

Mr. Lanprum. So, in taking into consideration whether or not you 
make this recommendation, you did not consider the mcentive pay 
scales that exist in some related industries like the garment manu- 
facturers; did you? 

Mr. Hancock. We did not. 

Mr, Lanprum. Thank you. 

Mr. Ketter. Mr. Gwinn? 

Mr. Gwinn. Mr. Hancock, your statement sounded a good deal 
like certain congressional speeches that we have on the floor where 
we peas the free-enterprise system, free competitive system, and turn 
right around and ask for a managed price-fixing political compulsory 
system of Government. 

How do we square ourselves with that kind of inconsistency? You 
praise the fixing of prices on farm commodities as an excuse for fixing 
prices on wages. 

Mr. Hancock. Mr, Congressman, I think by that we mean free and 
competitive within the framework of certain fundamental laws. There 
could be no Government without some rules and regulations. 
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Mr. Gwinn. Well, I just cannot get it. Either we are in a free 
economy or we are in a managed economy ; are we not? 

Mr. Hancock. You have the same situation with respect to rate 
fixing before your Interstate Commerce Commision and I do not 
believe in our form of Government, a democracy, that you can have 
an absolutely free-enterprise system without some protective meas- 
ures and regulations to protect the weak against the strong and to 
insure that competition in all business will be fair as well as free. 

Mr. Goma. Well, then, you do not believe in a free competitive 
system ¢ 

Mr. Hancock. Yes; I believe in a free and fair competitive system, 
as I am sure you do. It could not be truly competitive if it was not 
on a fair basis. 

Mr. Gwinn. Why, no, you just said we cannot have a free competi- 
tive system. 

Mr. Hancock. I think we can have one. I surely hope so—— 

Mr. Gwinn. That is my point. Why do we continue to talk about 
a free system when we do not have a free system? Why do we not 
describe it as it is? 

It is a managed economy; is it not? 

Mr. Hancock. To a certain degree, it certainly is, Mr. Congressman, 

Mr. Gwinn. When we buy corn and cotton, tobacco, and put it in 
warehouses, it is owned by the Government; is it not ? 

Mr. Hancock. That is right. 

Mr. Gwinn. It is not a free competitive market at all that we have, 
it isa controlled, absolutely Government-owned or communalized mar- 
ket that we have; is that not so? 


Mr. Hancock. To a degree, it is, sir. 
Mr. Gwinn. When you fix — for workers, you do the same 


thing to them that you do to the growers, workers, for corn, wheat, 
cotton, that are managed; do you not? 

Mr. Hancocs. That is right. 

Mr. Gwinn. You may throw them out of employment just as you 
throw acres out of employment by the management of our agricultural 
products ? 

Mr. Hancock. I think that the fixing of prices, of course, directly 
influences the hourly wage of the man who produces the commodities. 
It was in that sense that I compared it with the minimum wage law. 

Mr. Gwinn. Now, among your 12 clients, what you really are 
trying to do, is it not, is to > away with competition in prices, make 
everybody charge the same price? 

Mr. Hancock. Absolutely not. 

Mr. Gwinn. For w q 

Mr. Hancock. Absolutely not. My clients welcome competition 
on a fair basis, and they are prepared to meet it. 

Mr. Gwinn. Will you regard one factory paying less wages than 
another factory in the next county as unfair ? 

Mr. Hancock. Unlessit is a decent wage in keeping with the factors 
that should control what is a decent wage, aa as productivity of 
the worker, loyalty to the industry, cost of living, and other items 
of that kind. 

I think that the success of a mill, success of any regis 
business, should depend largely upon efficiency of operation. I think 
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today, Mr. Gwinn, that we are moving, and it may sound a little 
paradoxical, but that we are moving toward come competition than 
we have ever had before, notwithstanding the number of mergers 
that we are having between large companies. 

I do not think it is the number always that insures real competition. 

Mr. Gwinn. Do you favor as a permanent policy of this Govern- 
ment the control, management, and ownership by the Government of 
such commodities as corn, wheat, cotton ? 

Mr. Hancocx. Do you mean to ask me whether I approve of the 
Government going into the food business? 

Mr. Gwinn. No; in doing just what it is doing, taking the product 
from the farm and putting it in its own bins, locking the bin and 
paying the money to the farmer so that he works for the communal 
crib and bin owned by the Government? Are you in favor of that 
as a permanent policy ¢ 

Mr. Hancock. As a permanent policy, I would like to see us get 
away from it but I do not know how you can protect, today, under 
our economy and laws, the farm people so that they will receive a fair 
price for their labor and their products without the support-price 
program. 

Mr. Gwinn. On the same basis, do you favor as a permanent policy 
the management of certain segments of our working population as 
to the price they should charge for their labor? 

Mr. Hancock. Mr. Congressman, of course I think the ideal ar- 
rangement would be to use the collective-bargaining program to work 
out what is a fair and decent wage for our working people. 

Mr. Gwinn. Thank you. 

Mr. Kerrey. Mr. Rhodes? 

Mr. Ruopes. Mr. Hancock, I did not get in on all of your statement, 
which is my loss. I will read it. 

I just want. to ask you one question. You say there are 34,000 
people in the textile industry in North Carolina whose wages would 
be raised by the bill raising the minimum wage to $1. 

Now, the question is this: Presumably, if the wages of those people 

are raised, seo the wages of the people above them must be raised in 
order to preserve the scale of pay which probably now exists. Have 
you and your group taken this fact into consideration in setting your 
goal at $1 for the minimum wage? 
- Mr. Hanoocgs. Yes, sir; they have discussed that and under present 
conditions, Mr. Congressman, they do not believe that there would 
be for quite a while any increase in the average hourly wage of the 
majority of employees. 

The textile industry is still in the doldrums and my clients, along 
with a number of smaller units, are having a pretty hard time staying 
open and operating. 

Mr. Wer. Will you yield, Mr. Rhodes? 

Mr. Ruopes. One question and then I will yield. 

As I understand the thing, you would raise the wages of the people 
in the lowest brackets but not the people in the intermediate and 
higher brackets and, in effect, telescope your wage scale to bring the 
highest and the intermegiate more into parity with the lowest wage 
scale; is that correct ? 

Mr. Hancock. No, sir; we hope to see them up. 

Mr. Ruopes. You are going to bring them all up? 
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Mr. Hancock. That is what we would like to see done, if I under- 
stand your question. 

Mr. Ropes. I will yield. 

Mr. Weir. I was going to ask the question, if I remember correctly 
you did not use the figure 34,000 in North Carolina who would be 
increased by this dollar. I think you said a percentage of that 34,000 
would be increased ? 

Mr. Hancock. 34,000 of the 600,000 now protected under the law 
would be affected by an increase in the minimum from 75 cents to $1. 

Mr. Weir. Wait a minute, you do not have 400,000 textile workers 
in North Carolina, have you ? 

Mr. Hancock. We have 235,000 in North Carolina and about 500,000 
in the South. 

Mr. Were. Have you that many textile workers in North Carelina? 

Mr. Hancock. Yes, sir. About 50 percent of the textile workers 
in the South work in North Carolina. 

Mr. Were. That is news to me. 

Mr. Hancock. The particular group to which I referred were 15,000 
in the carded yarn ialiaatey of the 34,000 who would be affected in 
North Carolina. 

Mr. Weir. If I remember your testimony correctly, when you cited 
the wage scales that they paid down there and the average you said 
in North Carolina, and you were speaking for North Carolina? 

Mr. Hancock. That is right. 

Mr. Weir. I think you used the figure $1.23 m one growp and a figure 
of approximately $1 as the minimum throughout your 12 plants? 

Mr. Hancock. That is right. 

Mr. Werr. So that very few in the 12 plants, as I gather, would be 
affected if it was only increased to $1? 

Mr. Hancock. We do not contemplate that there would be any 
affected until we can operate on a more profitable basis. 

Mr. Lanproum. In your group? 

Mr. Hancock. In our i 

Mr. Kerrier. Mr. Frelinghuysen ¢ 

Mr. Frevinenuysen. Mr. Chairman, I, too, came in a little late so I 
did not hear all of his testimony, but I would like to continue the 
questioning about this wage differential. 

Did I understand in your answer to Mr. Rhodes’ question that you 
did approve or did not approve of this prospective flattening out of 
wages as a result of an increase of 25 cents if that should be fimally 
enacted ? 

Mr. Hancock. Our purpose in taking this position primarily was 
to raise the minimum wage of the 14 percent who are not up to $1. 

Of course, you would continue to have your differentials for senior- 
ity, incentive efficiency, and other things of that kind. 

Mr. Frevtincuvuysen. Well, you would not have it unless yon had 
a similar increase for the higher wage employees? 

Mr. Hancock. Well, you still have a considerable differential be- 
tween the minimum and the maximum now. 

Mr. Fretancuuysen. Well, you would have less if you increased 
the lower wage employees and not the middle- and upper-wage 
employees, would you not? 

Mr. Hancock. That is correct. 
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Mr. Fretincuvuysen. Is it your feeling that there would not be a 
likelihood or a necessity for an increased maintenance of that differ- 
ential ¢ 

Mr. Hancock. Wgll, I think there would be a necessity for the 
maintenance of the differential, but I do not think it would have to be 
as wide as it is now. 

Mr. FRELINGHUYSEN. So, as a practical effect, you think that we 
would have a smaller differential chan presently exists if we increased 
it by as much as that? 

Mr. Hancock, That is correct. 

Mr. Frevtncuuysen. And you do not think that would be an un- 
desirable tendency ? 

Mr. Hancock. I do not as long as the minimum wage is a fair wage. 

Mr. Frevincuuysen. That is all, Mr. Chairman. 

Mr. Ketxiey. Mr. Bailey? 

Mr. Bartry. Mr. Chairman, I want to ask one clarifying question. 

You mentioned the fact that there were 235,000 textile employees 
in North Carolina; is that right? 

Mr. Hancock. That is correct, sir. 

Mr. Battery. Does that include the garment textile plants that make 
garments or does it include just the category of textiles that you are 
representing ? 

Mr. Hancock. Just the group of textiles that I am representing, but 
I may be wrong 

Mr. Battry. Now, you would not be able to give us the figures on 
the other textile employees in the State? There are evidently a lot of 
other plants that make garments and such as that ? 

Mr. Hancock. I would not be. 

Mr. Battxy. Thank you. 

Mr. Ketiry. On behalf of the committee, I want to thank you for 
appearing today and taking the time to assist us in our labors. 

Does that conclude your statement ? 

Mr. Hancock. Yes, sir. 

Mr. Ketiey. Thank you again. 

Mr. Hancock. Thank you, Mr. Chairman. 

Mr. Ketiry. The next witness will be Mr. Don Mahon. I wonder 
if Mr. Mahon could appear tomorrow. 

Mr. Manon. I can if it is necessary to wait. 

Mr. Ketxxy. Is Mr. Reuben Johnson here? 

Mr. Jounson. ¥es. 

Mr. Ketiey. Tomorrow morning at 10 o’clock. I am sorry we have 
to do that, but we have our duties on the floor of the House. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:10 a. m., the committee recessed, to reconvene 
at 10 a. m., Friday, June 17, 1955.) 
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FRIDAY, JUNE 17, 1955 


House or REPRESENTATIVES, 
CoMMITreE ON EpucaTion AND Lasor, 
Washington, D. C. 

The committee met at 10:20 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Carl Elliott, presiding. 

Present: Representatives Elliott, Bailey, Perkins, Wier, Landrum, 
Green, McDowell, Thompson, Udall, McConnell, Gwinn, Smith, and 
Coon. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Mr. Exx1ortr. The committee will be in order and we will proceed 
now — hearing Mr. Don Mahon of the National Independent Union 
Council. 

Mr. Mahon, do you have a prepared statement ? 


STATEMENT OF DON MAHON, SECRETARY, NATIONAL INDEPEND- 
ENT UNION COUNCIL, AND PRESIDENT, NATIONAL BROTHER- 
HOOD OF PACKINGHOUSE WORKERS 


Mr. Manon. Yes, sir; I do, Mr. Chairman. 

Mr. mason Has that statement been passed around or furnished 
to us yet? 

Mr. Madan! Yes, we submitted copies to the clerk. 

Mr. Extiorr. Yes, we have one. 

You may proceed in any manner you desire, Mr. Mahon. 

Mr. Manon. Thank you, Mr. Chairman. 

Our national chairman, Mr. Rettig from St. Louis, was here several 
days and he was unable to stay, and I will make the presentation. 

Mr. Ettrorr. Will you identify yourself for the record, Mr. Mahon. 

Mr. Manon. My name is Don Mahon. I am president of the Na- 
tional Brotherhood of Packinghouse Workers and secretary of the 
National Independent Union Council. 

The unions we speak for are the representatives of workers in nearly 
every industry and area of the United States. They are known as 
the independents. ‘There are more than 2,500 of these unions in this 
country with whom we have contact. We are trying to get the correct 
information from the National Labor Relations Board and the De- 
partment of Labor regarding many more of these independent unions. 

The independent unions are not a part of the major federations. 
Therefore, we are not involved in the current negotiations with respect 
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to the merger. Our unions believe in local autonomy and hope to 
maintain that principle. 

Because of the effect on our members, we are vitally interested in 
the proposed amendment of the Fair Labor Standards Act; also the 
effect it would have upon the welfare of the many other American 
workers who are presently subject to substandard wages and, there- 
fore, not in a position to adequately feed or properly clothe and 
shelter their families. Neither are these workers financially able to 
make the necessary provisions to properly educate their children. For 
this reason they cannot give them a fair opportunity to obtain the 
advantages that should be available to all our citizens. Since these 
children will be the future guaranty of a continuation of our way 
of life and this form of Government, it is most essential that they be 
sufficiently protected and prepared. 

Based on the minimum wage now under consideration, it is unlikely 
that any substantial number of the members of our unions would be 
directly benefited by the proposed amendments now under considera- 
tion. This is, of course, due to the fact that our members are already 
receiving considerably in excess of the basic minimum that is being 
proposed. 

We recognize the danger of permitting a continuation of the pres- 
ently existing low minimum. ee, the higher rates received 
by our members, and which have been obtamed through a long and 
tedious process of collective bargaining and economic action, would 
be jeopardized. 

Protection must be given to workers and employers who have bar- 
gained in good faith and are now working under binding contracts. 
They are seriously threatened by unscrupulous companies who are 
usually willing to sacrifice therr employees’ welfare in the interests 
of personal gain regardless of how obtained. Their unfair competi- 
tion is based on substandard wages. This is a dangerous threat to our 
standard of living and must be prevented. 

By preventing the possibility of these situations, in interstate com- 
petition at least, you will also help to eliminate one of the major 
incentives that has eaused disruption of the economic life of so many 
communities. This happens when factories are moved to low-wage 
areas simply to evade the payment of standard rates of pay which 
have been established through a long process of good sound collective 
bargaining. 

Certainly any company or employer who move their operations to a 
locality for the primary purpose of taking advantage of lower pre- 
vailing wages will not credit that community. Undoubtedly, such an 
employer would desert that community too whenever there appeared 
to be an obligation to pay decent wages. 

The companies who have practiced this runaway shop policy in 
the past have not restricted the sale of their products, manufactured 
by underpaid workers, to the locality where they are getting the work 
done. Quite the opposite. They have thrown their cheaper products 
on the market in direct competition to the areas they have sought to 
desert. 

We believe this practice is unsound, to say the least. Since it is 
an attempt to undermine the high living standards of American work- 
ing men and women, it even smacks of an un-American practice, in 
our opinion. 
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Employees in the lowest wage brackets, those who would. benefit by 
this amendment to increase the minimum requirements of the act, are 
the ones least able to protect themselves. They need this protection. 

When workers are so close to the bare existence level, it is almost 
impossible for them to take the action necessary to assert their eco- 
nomic rights and organize themselves so they can bargain effectively 
with their employers. 

it appears to be one of the facts of life that the further down a 
person’s financial and econmic position may be, the easier it is to hold 
them there or even to force them to work for less. Their margin for 
existence is so close that they fear to take the chances necessary to 
improve their own situation. Usually their consideration is based 
on the effect it might have on their dependents. 

Unfortunately, there are some employers who take advantage of 
these people. Considerable protection would be afforded by increas- 
ing the minimum by amendment. 

The last upward adjustment of the minimum wage law did not 
create any great threat to the continually rising demand for Ameri- 
can-made products. 

All recent financial reports indicate that American business is at an 
all-time height of prosperity and dividend earning power. Certainly 
no better way of spreading this additional profit, among those who 
have helped to create it, can be found. 

Giving equitable consideration to our fellow citizens who are in the 
lowest paid brackets would benefit all of us. It is common knowledge 
that these wage earners are not in a position to withdraw such added 
earnings from cireulation. This is because to a very large degree they 
need such an increase to provide the ability to buy their daily family 
needs. This would be a guaranty of an increase in continuing con- 
sumer demand which is responsible for the present financial prosperity 
of most of the business concerns of this country. 

Our unions have adopted resolutions calling for a minimum of $1.25 
per hour. We take this opportunity to further emphasize the im- 
portance of those resolutions and hereby request your committee to 
adopt the $1.25 minimum as a practical and more equitable floor to be 
placed under the earning power of our lowest paid working citizens. 

We feel that the facts submitted above are sufficient justification for 
passage of these bills by the Congress of the United States. 

Thank you. 

Mr. Exxiorr. Thank you very much, Mr. Mahon. 

Mr. Manon. With your permission, Mr. Chairman, I would like to 
request that in the event the committee does give further consideration 
to the minimum wage as it affects Puerto Rico, that our organization 
has appeared before an industry committee regarding that subject in 
the electronics industry. A substantial number of our people are 
affected adversely by the policy of some companies of moving their 
operations to Puerto Rico, and of course we are in opposition to taking 
that work from the mainland for the sole purpose of undercutting the 
existing wages here. And we would like to have an opportunity to 
present a statement, if the committee gives that consideration. 

Mr. Ex.torr. Thank you very much. Your request will be taken 
into consideration. 

Mr. Perkins, do you have any questions? 

Mr. Perxrns. No questions. 
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Mr. Extiorr. Mr. Wier? 

Mr. Wier. Let me ask one question which has to do with your last 
statement. You spoke of electronics? 

Mr. Manon. Yes, sir. 

Mr. Wier. The manufacturers that have left the mainland for 
Puerto Rico. 

Mr. Manon. That is right. 

Mr. Wier. I have heard of a lot of other industries that have left 
the mainland for Puerto Rico. And we have had a discussion of the 
differential between the wages paid those workers in Puerto Rico and 
paid here. 

How does that apply in those industries which you complain of in 
the mainland? What is the differential between the same workers in 
Puerto Rico as compared with those on the mainland ? 

Mr. Manon. Congressman, as nearly as I can recall the facts at this 
time, the case in particular involved the Weston Corp., in Newark, 
N. J. Our union is the representative there. 

Mr. Wrer. Where? 

Mr. Manon. Newark, N. J.; and they set up a plant in Puerto 
Rico. My understanding is that the wages paid to the people in Puerto 
Rico are about one-third those paid on the mainland. 

Mr. Wier. For the same work ? 

Mr. Manon. Yes, sir; making electrical instruments, fine electrical 
instruments. It is precision work. They had to go down there and 
train these people to do the work. Their allegation was that it was 
not for the purpose of taking the work off the mainland. 

However, the record indicated that immediately following the start 
of operations in that plant the work force at Newark was reduced 
substantially. And of course the lower rates of pay are in operation in 
Puerto Rico. That situation is now before the industry committee 
on that subject. 

Mr. Wrer. You think Puerto Rico is the place that has got to be 
given some attention ? 

Mr. Manon. I say that the plant setup down there did, in fact, per- 
form work previously done on the mainland in Newark, N. J. And the 
resulting layoff in employees who are our members, we naturally at- 
tribute to the fact that some of the work was being transferred to 
Puerto Rico. And it is obvious that less than one-third labor cost cer- 
— must have been quite an incentive to take the business to Puerto 

Rico. 

Mr. Wier. That is all I have, Mr. Chairman. 

Mr. Exziorr. The gentleman from Georgia ? 

Mr. Lanprum. I have no questions. 

Mr. Exniorr. Mrs. Green. 

Mrs. Green. No questions. 

Mr. Exaaorr. Mr. Thompson ? 

Mr. Tuomeson. I have no questions. 

I thank the witness for his testimony. 

Mr. Extaorr. Mr. Bailey? 

Mr. Batzey. I have no questions. 

Mr. Exutorr. Mr. McConnell ? 

Mr. McConnett. I have no questions. I would just like to say it is 
nice to see you. 

Mr. Manon. Thank you. 
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Mr. Exxiorr. Thank you very much for your testimony. 

Mr. Manon. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Exxiorr. The next witness we have is Mr. Alvin A. Voges, of 
the American Veneer Package Association. 

Will you come around, Mr. Voges, and identify yourself for the 
record, please, sir, and have a seat if you care to. 


STATEMENT OF ALVIN A. VOGES, SECRETARY-MANAGER, AMERI- 
CAN VENEER PACKAGE ASSOCIATION, ORLANDO, FLA. 


Mr. Voces. My name is Alvin A. Voges; my business address, 122514 
North Orange Avenue, Orlando, Fla. 

I am employed as secretary-manager of American Veneer Package 
Association, Inc., which association was incorporated in 1938 for the 
purpose of representing the manufacturers of wood-veneer fruit and 
vegetable containers. As such, we represent the majority volume of 
wood-veneer fruit and vegetable baskets, hampers, and nail-type crates 
manufactured in the United States. 

I have been in this position since 1951, previous to which, since 1946, 
I was employed as secretary-manager of a Florida citrus association. 

Mr. Exxiorr. Let me ask you a question right there, Mr. Voges. 

Is the majority of your membership concentrated in Florida ? 

Mr. Voges. No, sir; they are not. They are distributed throughout 
the United States. And if you will refer to our exhibit No. 7, you will 
have a picture, a census picture, of the distribution of the industry. 

Mr. Exssorr. Thank you very much. 

Mr. Voges. In addition to submitting this prepared statement, there 
is also submitted a series of eight exhibits to better picture our position 
in this matter and the reasons for that position. 

(The exhibits referred to follow :) 


Exursrr No. 1.—Relevant information concerning the industry of fruit and 
vegetable basket manufacturing, industry code No. 2441 


[Dollar figures in thousands, man-hours in thousands] 








1939 


(i) (3) 





.” Number of establishments (in survey) -....-_.-.---- aed ® 

. All employees: 

Number (average for year) 8, 098 
ies and total $15, 150 


= q 7,38m 
Wages total 2 $13, 683 
Man-hours total_...............----- ‘ 14, 596 
. Cost of material, fuels, electricity, contract work ---....._- . $11, 338 
: ang 2 pe for plant and equipment (') $87 

. Value of product shipped 1, 762 


SB SoOsonewen- 














} Not available. 


Source: U. 8. Department of Commerce, Bureau of the Census, Census of Manufactures; Col. 1 from 


ee reg 1949, p. 2; col. 2from Bulletin MC24C, 1949, p. 2; col. 3from Bulletin MAS 42-4, October 
’ Pp. id » 
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ExursiT No. 2.—Manufactured product cost analysis 


[Dollar figures are in thousands, man-hours in thousands] 





1939 


1947 








Number of establishments 
in survey 

. All employees: 

Number (average for 


workers: 
Number (average for 
year) 
Wages, total. ___...-_- 
Man-hours, total _. ___- 
. Cost of materials, fuel, 
electricity, contract 
work es 
. Expenditures for plan 
and equipment 
11. Reminder for other ex- 
pense, taxes, profits ¢ __. 
12. Total of lines 4, 10, 12, 14_- 
13. Value of products shipped -_ 


Se OD mB SP pm 


_ 
i) 





() 
® $5, 741 


$5, 019 


(1) 


$6, 455 
> $463 
$3, 611 


$16, 270 
$16, 270 








141 
9, 105 |..--- 


$13, 398 


8, 781 
$12, 093 
18, 080 


$11, 254 








() 


8, 099 
$15, 150 





} 

} 

7, 854 | 
$13, 683 | 
14, 596 | 


$11, 388 | 
+ $005 | 


$4, 319 | 
$31, 762 


$31, 762 


Berean 
| 


2. 85 


13. 60 
106. 00 





Notr.—Basically this exhibit is a takeoff of Exhibit No. 1 with additional computations and calculations 


as noted: 


(a) The diffe-ence between lines 7 and 4 in col. 4 was added to the difference between lines 7 and 4 in Col, 
6, then divided by 2 and the answer (.0444) added to line 7 col. 2 to arrive at the percentage shown in line 4 
col. 2 which in ratio to line 13 col. 1 gives the line 4 col. 1 figure ($5,741). 

(b) The figures in cols. 1 and 5 at line 10 were developed by using the same percentage for this item as was 


given for 1947 at line 10 col. 4. 


(c) The percentages arrived at in cols. 2, 4, and 6 at line 11 are the remainder amount after adding the per- 
centages in lines 4, 9, and 10 cols. 2, 4, and 6and deducting the total of those for each column from 100 percent. 


1 Not available. 


Exuisit No. 3.—Developing averages of facilities, wages, salaries, 


wage rate 


and hourly 





1939 
(1) 


(3) 





1. Number of establishments (in survey) 
2. Value of product shipped 
3. Average value of product shipments per establishment. _.- 
4. All employees: 
‘ Number (average for year) 
Salaries and wages, total 
. Average wage or salary 
8. Production and related workers: 
Number (average for year) ___.-...-- 
10. Nu nber (average per establishment) 
11. Wages, total 
12. Average wago 
13. Man-hour total____---- 
14. Average hourly wage 





161 
$16, 270, 000 


(") 
$5, 741, 000 
(') 
9, 093 
56.5 
$5, 019, 000 
$551 


(*) 
(*) 





$1, 471 
8, 781 
62.3 





(?) 
$31, 762, 000 
(4) 


8, 099 
$15, 150, 000 
$1,871 


7, 854 


(') 
$13, 683, 000 
$1,7 





1 Not available. 


Norte.—Figures in lines 1, 2, 5, 6, 9, 11, and 13 from exhibit 2; line 2 is divided by line 1 to give line 3 figures 
line 6 is divided by line 5 to give line 7 figures; line 9 is divided by line 1 to give line 10 figures; line 11 is 
divided by line 9 to give line 12 figures; line 11 is divided by line 13 to give line 14 figures. 
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Exuusir No. 4.—Composite of reports from manufacturers from 1954 operations 
and comparative calculations therefrom, 


Thirteen manufacturers having an employee force ranging from 28 to 435 
report as follows for 1954: 


All employees: 
Number, average for year 
Salaries and wages, total 
(a) Production and related workers: 
(b) Number, average for year 
(c) Wages, total 


Each was asked whether or not their production and related labor would 
increase in cost if the minimum hourly wage was increased: 
At a 90 cent minimum, increases from 7 percent to 20 percent were reported. 
At a $1 minimum, increases from 11.25 percent to 35 percent were reported. 
To each maufacturer’s reported production and related payroll, we applied the 
percentage increase reported by him for 90 cents minimum and for $1 minimum. 
The report shown in lines (a), (0), (c) then became: 





90-cent 


minimum | * minimum 





Production and related workers: 
ee a re-—-- Rid « Ee 8 as Se eee 1, 410 1, 410 
(d) Wages, tota $2, 918 $3, 217 

Subtracting line (c) from line (d) gives the payroll increase for 1,410 labor and 








related employees $367 $656 





Column 5, line 6, of exhibit 2 shows the 1952 industry employed force of 
production and related labor as 7,854, and the above report is for 1,410 of such 
employees, or 17.95 percent of the total. 

Since 17.95 percent of the industry’s production and related labor force would 
by an increase in minimum wage rates receive additional pay of $367 at 90 cents 
minimum and $666 at $1 minimum, then the whole industry labor and related 
force could be fairly calculated to receive additional pay of $2,045 at 90 cents 
minimum hourly rate; $3,714 at $1 minimum hourly rate. 

Column 5, line 7, of exhibit 2 shows the 1952 payroll for production and related 
labor as $13,683; by adding the calculated payroll increases the total industry 
resconstructed production and related labor payroll would be, at 90 cents mini- 
mum hourly rate, $15,728 ; $1 minimum hourly rate, $17,397. 


Notge.—Dollar figures are in thousands. Work sheet available for inspection. 
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Exuisit No. 5.—Reconstructing the year 1952 at minimum wage rates of 90 cents 
and $1 for production and related workers 


(Dollar figures are in thousands; man-hour figures are in thousands] 





1952 1952 reconstructed | 1952 reconstructed 
at 90-cent minimum) at $1 minimum 





Man- | Ratioto| Man- | Ratioto| Man- | Ratio to 
hours value of hours value of hours value of 
and product and product and product 
amount | shipped | amount | skipped | amount | shipped 


(1) (2) (4) (5) (6) 











. All employees: Percent Percent Percent 
Number average for year 8, 099 aosell , 099 8, 099 
Salaries and wages, total -__-...- $15, 150 j 7 $18, 864 

Production and related workers: 
Number (average for year) 7,854 : 7, 854 
Wages, total $13, 683 ; $17, 397 
Man-hours, total 14, 596 4, 596 14, 596 

. Cost of materials, fuel, electricity, 
contract work $11, 388 5. . 5. 8. $11, 388 

9. Expenditures for plant and equipment - $905 3 $ i $905 

10. Remainder for other expense, taxes, 

profit. ___. $4, 319 . . ; $605 

11. Totals of lines 3, 9, 11, 138_.....-...--..| $31, 762 \y 76 y $31, 762 

12. Value of products shipped_-_--_--.....-- $31, 762 . $31, 762 


I> om pO pO 























Note.—Cols. 1 and 2 are copied from cols. 5 and 6 of exhibit No. 2; cols. 3 and 4 at line 6 are adjusted to 
90-cent minimum from exhibit No. 4, the change at line 3 is not inclusive of any salary or wage adjustment 
for employees other than production and related workers; cols. 5 and 6 are adjusted to a $1 minimum hourly 
wage in the same manner as cols. 3 and 4. 


Exuuisit No. 6.—Selling prices of fruit and vegetable hampers with percentage 
comparisons 





Increase Increase 
—_ since 1934,| July 1946 |since 1944, 


(1) (2) (4) (5) 





. Bushel continuous stave bas- 
$0. 1292 | $0. 2325 . $0. 2600 11.8 
. 32-quart hamper and cover-- . 1075 . 2300 L . 2550 11.1 
. 4-quart climax basket and 

cover . 0410 . 0660 x . 0772 11.7 
. 8-quart square braid basket, 

a ER ees: . 0410 . 0667 62.7 - 0791 18. 6 . 1083 
. 1-quart berry basket . 0057 - 0100 " . 0125 25.0 . 0128 
. Citrus crate and cover . 1925 . 3400 ‘ . 3950 16. 2 - 5465 


























Sources: For col. 2 prices: Lumber Code Authority Bulletin No. 73 dated Feb. 23,1934. For col. 3 prices: 
Document 28761, Office of Price Administration, dated Mar. 13, 1944, titled RMPR 320. For col. 5 prices: 
Document 55940, Offiee.of Price Administration, dated July 1, 1946, titled RMPR 320 amendment 6. For 
col. 8 prices: Office of Price Stabilization, ceiling price regulation No. 90, dated Oct. 29, 1951. 
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ExHiBIt No. 7.—Census of manufactures—Wood veneer fruit and vegetable 





1. Alabama... 
Arkansas 
California. 
Cuba... 
Delaware _ _. 
}. Florida 

. Georgia. _. 

. Idaho 
Illinois 

. Indiana_--_- 
. Kansas 
Kentucky... 
Louisiana. 
Maryland 


oot -I5 


16. Minnesota. - 
. Mississippi 
18. Missouri---- 
9. Nebraska. -- 
20. New Jersey - -- 
21. New York-_- 


IDO em wD 


Michigan... ___- 


22. North Carolina... ___- 


23. CMuxsdcecns 
. Oregon... 


5. Pennsylvania. _-. 


26. South Carolina 


30. Virginia... ._-.-- 
. Washington... _- 


Total __- 


basket manufacturers 


July 1943 | 


— 


CONN KNIDOnNe co 


-_ 


_ _ 


_ 
SworIS]s10 


March 1953 | 


weK oOwOwOoaNnnN we s14 2 O° 18 or 


— 
-_ 


_ 
owe 


- 
ne ooa~ er 





September 
954 


j 


Cr DOE WH K WRK RON 


he 
wK ACOH SBKowoonw~& 


~ 








217 





150 


148 





Note.—Between 1943 and 1953 the industry lost 67 facilities, an average of 6.7 facilities per year. Be- 
tween March 1953 and September 1954 the industry lost 2 facilities, an average of 1.34 facilities per year. 


Source: U. 8. Department of Agriculture; list of manufacturers of fruit and vegetable hampers and bas- 
kets; col. 1, from issue of July 1943; col. 2, from issue of March 1953; col. 3, from issue of March 1953 revised 
to September 1954. 


Exursit No. 8.—Chronological composite of industry economic factors 





Number 

of estab- 
lishments 
(exhibit 7) 


() 


Production 
employees 
(exhibit 3) 


(2) 


Selling 
price con- 
tinuous 
stave 
baskets 
(exhibit 6) 


Product 
shipped 
value 
(exhibit 
3) in 
thousands 




















NOTE.—1954 price is same as or less than 1951. 


Minimum 
hourly 
wage 


(5) 


Cents 








Percentage 
production 
cost to 
product 
value 
(exhibit 2) 


(6) 


Percent 
available 
other 
expense, 
taxes, 
profit 
(exhibit 2) 


(7) 
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Mr. Voces. Basically, we are and have been opposed to minimum 
wage legislation in any form, and while perhaps properly we should 
confine our appearance to the specific proposals for amendment of 
existing law, we cannot silently go from a position of complete oppo- 
sition to any such legislation to a position of arguing the value of 
retaining one piece of bad legislation as opposed to adopting other 
equally bad proposed legislation. 

It is our opinion there has been little research to show either the 
advantages or disadvantages of a minimum wage law. 

Since inception of minimum wage legislation in 1988, this country 
has been in constant turmoil with wars and threats of wars, with 
stockpiling and large defense usage combining to make it an abnormal 
economic period. The true effects of such legislation have not been 
measurable, for always there has been these incalculable factors. 

Since others have appeared or will appear before you, giving you 
sound and substantial reasons why minimum wage legislation is not 
good and why a legislated general increase in minimum wages would 
not prove beneficial to the stability and welfare of our country and 
its people: 

We, to here avoid repetitive stating of such reasons and for the pur- 
pose of conserving your time, shall confine our remarks to the effect 
the proposed increase in minimum wages would have on our industry. 

In the belief that our exhibits are sufficiently “noted” for easy un- 
derstanding, and again to conserve your time, we shall not here make 
explanation of each exhibit. We will be happy to meet with your 
statisticians for analysis of the exhibits, if so desired. 


Fortunately for the unskilled laborer, and unfortunately for us, our 
industry is not able to evolve an automatic plant that will operate at 
the push of a button and require but few employees to operate. 

Comparatively, per dollar of production value, we are large users 
of labor, and fortunately for the unskilled we can quickly give an 
employee the training necessary to do his job and a high school edu- 
cation is not a ORE of employment. 


In our exhibit No. 3, it is shown that 7,854 production and related 
workers produced product valued at $31,762,000 during 1952, an aver- 
age of $4,044 of product produced per employee. For this $4,044 of 
product, the average weodiitiin employee received a wage in 1952 of 
$1,871 at an average hourly wage of 93 cents; exhibit 3. 

Our plants, largely located near heavily forested areas, are a part of 
rural America, a part of smalltown life. 

Our employees, unlike those in metropolitan areas, do not have the 
great expense of transportation, of eating in restaurants, of expensive 
recreation, of costly wardrobes, of high-priced tonsorial artists, of 
giving gratuities to everyone who performs the least service. They 
can and do lead a much more simple and calm life than does the city 
worker ; and, on a lesser amount of money, an equally full life. 

For us it is unfortunate we cannot have an automatic factory where 
labor cost per dollar of product would by comparison be negligible. 

We have as competitors the manufacturers of paperboard boxes, 
Industry Code No. 2671, who in 1952 paid wages of $320,023,000 to 
99,156 production and related workers who produced product valued 
at $1,955,031,000 (1952 annual survey of manufacturers, United States 
Department of Commerce publication series: MAS-52-4). 
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An average wage for 1952 of $3,227 for producing product per 
employee valued at $19,716 and a ratio of 16.4 percent production 
labor cost. 

While competition alone prevents our increasing our selling prices, 
there is another persuasive reason. 

More than 90 percent of the product of the wood veneer fruit and 
vegetable basket industry is used to package farm products. You 
centlemen need not be told the farmer is in no mood to consider higher 
prices for anything he uses. 

Since 1951 the desire on the part of our manufacturers to increase 
prices has been very real. For them these years of good business and 
easy money have been years of low profits and in many cases years of 
loss rather than profit. 

While they have had the desire to increase their selling prices, 
they have, almost without exception, recognized that to do so would 
mean a lesser volume of business and the need to reduce the number 
of people on their payroll. 

It isn’t easy to tell small-town people their services are not needed. 
In too many instances other employment isn’t available to our em- 
ployees because they lack the ability and intuition needed in skilled 
industries, or simply because there is a lack of other industry, and so 
they become hardship cases, and a charge on the community. 

In our exhibit No. 2 we show that whereas in 1939 our production 
and related labor cost had a ratio of 30.85 percent to value of product 
shipped, by 1947 it had risen to 39.54 percent and in 1952 was 43.08 
percent. 

Note particularly line 14 of that exhibit, which shows that after pay- 
ing wages and salaries, cost of materials, electricity and plant ex- 
penses, there is in 1939 a comfortable 22.19 percent of product value 
to pay other expenses, taxes and profit; in 1947 it reduces to 16.55 
percent, and in 1952 to an uncomfortable 13.60 percent. 

We cannot live on this 13.60 percent remainder amount and must 
find some way to bolster it a few percent. 

In exhibit No. 3 at line 5, it is shown that the average value of 
product shipment per establishment was $101,000 in 1939 and $217,000 
in 1947. The greatest part of this incerase is traceable to higher 
prices induced by inflation and better pictured in our exhibit 6. 
However, it is partly due to war demands and the beginning of a 
tendency to increase the size of plants. 

Line 13 of the exhibit shows that in 1939 our plants had an average 
of 56.5 employees which increased to 62.3 in 1947, and if figures were 
available would be higher again in 1952. 

In exhibit No. 4 we show the cost to our industry if the minimum 
wage should increase to 90 cents per hour and also similar portrayal 
at $1 per hour. 

In exhibit 5 we reconstruct the year 1952, showing effect of both a 
90-cent and a $1 minimum hourly rate. 

While we are not naive enough to think that only our production 
and related labor costs would increase in the event higher minimum 
hourly rates are legalized, we nevertheless, in making the compari- 
sons, have only recorded the incerases that would go to production 
and related labor and have added that cost into the salaries and 
wages of all employees. All other costs have been shown as orig- 
inally given for 1952. 
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It follows, of course, that the remainder amount for other ex- 
penses, taxes, profits, is reduced by the amount of increased pay going 
to labor under increased minimum hourly rates. 

It is to be noted that with a 90-cent minimum hourly rate the re- 
mainder amount available for other expenses, taxes and profits be- 
comes 7.16 percent of the value of product shipped, and with a $1 
minimum becomes 1.91 percent. 

Exhibit 6 gives you such price information on the listed types of 
packages as is available to us. It is sad to note we have been unable 
to advance our prices in ratio to the increase in primary market 
prices generally. 

Using an example, continuous stave bushel baskets with cover, be- 
tween 1946 and 1951 our selling price increased by 25 percent. Dur- 
ing the period 1947 to 1952 our cost of production labor per average 
man-hour, exhibit 3, increased 38.8 percent; logs about 30 percent, 
steel wire about 70 percent, other costs in proportion. 

Here it would be well to remark we do not know of any instance 
where any manufacturer in the industry in 1954 sold any of his 
products at a price higher than allowed by the Office of Price Stabiliza- 
tion in 1951, and a substantial amount of the industry’s production was 
sold below such prices. 

Exhibit 7 shows the geographical distribution of our establish- 
ments. Exhibit 3 shows that in 1947 the average number of em- 
ployees per establishment was 62.3. When an establishment discon- 
tinues operation, 62.3 families lose the source of their income. During 
the period 1943-53, the industry lost 67 establishments, a mortality 
of 31.16 percent. 

In exhibit 8 we chronologically set forth various factors affecting 
the economy of our industry. 

Column 1 shows that during the period 1943 to 1953, 67 establish- 
ments discontinued operations, 31.16 percent of total industry 
facilities. 

Because it is unlikely many, if any, closed during the war period 
1943-46, and because the 1947 census of manufacturers shows that in 
that year the number of production workers were not many less than 
in 1939, it can be assumed that most discontinuations occurred after 
1947, 

Column 2 shows a 7,854 total of production workers in 1952, a 
tremendous drop since 1947, which pinpoints the plant close-downs 
to the years 1948-51. 

Since the big economic factor of the years 1948-51 was the 1950 
increase in minimum hourly wages, and although we do not have 
statistics to prove it, we think it a fair assumption that most of these 

lant discontinuations occurred about the time of enactment of the 
5-cent minimum hourly wage. 

The years 1953 and 1954 have been relatively stable years; the index 
of primary prices and the consumers index have been steady in those 

ears, our industry has remained fairly steady, only two facilities 
ave been lost. 

Although for 1952 the percentage of the value of product shipped, 
13.60 percent, exhibit 8, column 7, available for other costs, taxes, and 
profit, is too low for comfort, in fact is dangerously low. 

We believe that our industry, by its own ingenuity, will find the 
way to increase that amount a percentage point or two and in so doing 
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find encouragement to continue to operate, providing the present level 
of costs are not exceeded. 

Presently employees in agriculture, which includes not only farm- 
ing operations but also preparation for and delivery of farm commod- 
ities to market, are exempt from wage and hour provisions of the Fair 
Labor Standards Act. 

More than 90 percent of the product of the wood veneer fruit and 
vegetable basket industry is manufactured for the purpose of carrying 
farm produce from field to market. 

Forestry in itself is to a great extent a product of the Nation’s farms. 

The product of our industry is a product of the forest and the farm; 
its end use is a return to the farm for the shipping of farm produce. 

In a large sense we are but a piece of machinery used by the farmer 
to produce an item needed by him in his farm operation. 

In the periods when our country is at peace and goods are plentiful 
manufacturers of products that can be adapted to the purpose of 
carrying fruits and vegetables to market, in an effort to increase pro- 
duction of their lines, aggressively promote their product and are 
highly competitive to our industry. 

In times of stress and war when the facilities of the Nation are 
mobilized and shortages occur, both in the military and civilian 
material needs of the Nation, those who entered the fruit and vegetable 
produce field in their search for new markets quickly withdraw for two 
reasons. Their manufacturing capacity is needed industrially and 
the fruit and vegetable package field is probably the least profitable 
of any in which they can engage. 

For these reasons, in times of emergency our industry finds itself 
swamped with orders beyond its capacity to produce; and since our 
industry has not in recent years been experiencing a normal profit, it 
is now true that the ability of our industry to produce is now at a 
minimum below which it must not, for national security reasons, be 
allowed to fall. 

Because our industry is a small user of what in wartime are critical 
materials, it is particularly advantageous to mobilization planning 
that our products be used wherever possible and to the greatest extent 
possible. In past times of emergency our industry has met the demand 
made on it, and for the future it of necessity must be kept in a healthy 
state. 

Because our industry is able to use unskilled production labor we, 
in time of emergency, are not a drain on the supply of more proficient 
working people. It might be said we can use labor rejected by other 
industries. This, then, is a substantial reason for Government making 
sure that its acts do not close our establishments. 

In our exhibits and in this statement, we have tried to vividly por- 
tray the economic position of our industry today and as it would be if 
legislation is enacted to increase the present minimum hourly wage. 

We have shown the mortality of the industry, 31.16 percent, at or 
about the time the minimum hourly wage was increased to 75 cents. 

We predict that if legislation is enacted to increase the minimum 
hourly wage to 90 cents or higher, then in the succeeding 2-year period 
a similar percentage of our industry’s establishments will discontinue 
operations. ) 
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This does not mean that our industry is opposed to paying higher 
wages, it simply means unless we increase our selling prices we cannot, 
as the exhibits show, increase the percentage of production labor cost 
to the value of the product, the 1952 percentage being 43.08 percent. 

We have stated the industry would like to increase its selling prices 
but dares not, and that today’s selling prices are at or below 1951 prices, 

We have shown that our industry is rural in nature and able to 
employ unskilled labor and for these reasons are not comparable to low- 
paid industries in metropolitan areas where the cost of living is con- 
siderably greater. 

We have shown that our industry is composed of small-business 
establishments, 1952 average production employees per facility 62.3, 
and Government has been stressing the need of me te small business. 
As a generalization, small business is less able to pay handsome wages 
than are the industrial giants. 

We have shown that in 1952 the value of goods produced in a year by 
the average production worker was $4,044, who was paid $1,871 for 
that production, and in the reconstructed 1952 year for producing 
$4,044 of product, he would receive in pay, at 90 cents minimum, 
$2,002 ; $1 minimum, $2,215. 

We contend that except for unusual cases, no manufacturing oper- 
ation can stay in business and have a production payroll equal to 49.52 
percent of product value, which is our cost if the 90-cent minimum 
hourly wage becomes effective. At a $1 minimum, the production 
labor percentage to product value would be 54.77 percent. 

We have shown that in the absence of an increase in our selling 
prices and with all other factors remaining the same, an increase in 
the minimum wage rate calculated to only our production and related 
workers would show as follows: 


1952 costs in relation to value of product shipped 





Production labor recon- 
oes oe structed to— 


col. 6, 75. jr 
cents mini- 90 cents 


ae minimum 





$1 minimum 








All wages and salaries _. ical 
Material, fuel, electricity, contract work 
Plant ani equipment. -- 3 : 
Remainder for other expenses, taxes, profit ___. 
RR ae ee 


Percent 
47.7 


‘4 
35. 85 

2. 85 
13. 60 


Percent Percent 
54.14 


35. 85 
2.85 
7.16 


59. 39 
35 85 
2. 85 
1.91 








100. 00 





100.00 | 





100. 00 





It is our considered opinion this industry cannot pay an increase in 
the minimum hourly wage rate without an increase in our selling 


prices. 


If an increase in minimum wage is legislated, it would be necessary 
to make a minimum increase in price in our products of 9 percent if 
minimum 90 cents, and 14 percent if minimum $1. 


Using 1951 prices from exhibit 6: 
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Tf minimum | If minimum 
90 cents price | $1 price in- 
| Ons antes , 
1951 actual | increase of 9 | crease of 14 
| percent | percent 


Cents Cents Cents 
Container, stave bushel basket 32. 50 35. 43 37. 05 
Bushel hamper A 32. 00 34. 88 36. 48 
4-quart lima basket b mitre 11. 27 12. 23 12. 85 
8 -quart square braid basket _- -- a=: 10. 83 11. ! 12. 34 
1-quart berry basket -- 1. 28 1 1. 46 
COG rect Bek iBidiede ne nsnnedas Rath Se 54. 65 59. 62. 30 


A farmer would then have to pay about 3 cents more for each bushel 
basket if minimum 90 cents and about 5 cents more if minimum $1. 

All of the foregoing is calculated without giving acknowledgment 
to any increases in costs except the cost of our production labor. 

We think it obvious that all our costs will advance and the increase 
in selling prices would necessarily need to advance with them. 

Sincerely believing we cannot successfully increase our prices and 
sincerely believing it is not possible for us to pay the added expense if 
the minimum wage is increased, we are in a dilemma and see but one 


hope. 

We previously evidenced our close association to agriculture and 
to the forest. We stated over 90 percent of our product is used to 
convey farm produce to market. We remarked that our industry is 
highly essential to the Nation in times of emergency and that it is 
necessary we be kept in proactive position. 

t 


Therefore, if any of these bills to amend the Fair Labor Standards 
Act now before you for consideration do, in the final analysis meet 
with your approval, we ask that the bill or bills approved be amended 
to exclude our industry from compliance. 

Further, we ask that the committee vote “no” on a proposal for an 
increase in minimum hourly wage legislation at this time. 

Mr. Exxiorr. Thank you very much, Mr. Voges. 

Mr. Wier? 

Mr. Wier. I am just curious about one thing in looking over some 
of your tabulations here. I see you quote your membership here from 
the Department of Agriculture listing. 

Mr. a Yes, sir. Not membership but the census of the in- 
dustry. 

Mr. Wier. Yes, the membership of the organization you are speak- 
ing for. 

Mr. Voces. We do not represent all of the manufacturers. What is 
shown as exhibit No. 7 is a census of the manufacturers. We repre- 
sent some of those manufacturers that are in that census but not the 
entire number of manufacturers. 

Mr. Wier. That is what I was trying to satisfy my curiosity about. 

I notice where perhaps the greatest volume of fruit and vegetables 
comes from the west coast—— 

Mr. Voces. Yes. 

Mr. Wier. You have a very small number of employers represented 
here. I was wondering why. Because when you go through the 
Yakima Valley or down through California or down into Oregon you 
find the big fruit orchards there, all of them with large producers 
of these containers, whether they are paper or whether they are 
baskets or whatever they are. 
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Mr. Voces. The census as shown there is a census of basket manu- 
facturers. And the west coast of the United States has never been a 
heavy user of baskets. There are several factories manufacturing 
baskets on the west coast, but they are a very minor portion of the 
whole national production of baskets. 

The west coast, as you probably know, up until very recently was 
a very heavy user of nailed crates or of nailed boxes. 

Mr. Wier. You do not represent those ? 

Mr. Voces. We represent nailed veneer crates. And there is a dif- 
ference between a nailed sawn wood box which is represented, as an 
example, by the National Wooden Box Association, and the type of 
crate we represent. 

Mr. Wier. Even in my own State I know of many more manu- 
facturers of containers for vegetables and some fruits in our fruit 
areas than you have listed here. 

Mr. Voces. That, again, would be true. There is a division within 
the fruit and vegetable crate manufacturing industry as follows: 
Sawn wood boxes are represented nationally by the National Wooden 
Box Association. Wire-bound crates are represented by the Wire- 
bound Box Association. We represent veneer crates and baskets and 
hampers and the small strawberry cups and grape baskets, and that 
sort of thing. 

Mr. Wier. I see. 

Mr. Voces. So your limits are defined by the different represen- 
tations. 

Mr. Wier. The reason I was curious about that is because I know 
some 4 or 5 firms in Minnesota that make a fairly good profit in this 
field. But they probably are out of the scope for which you are 
speaking here. 

Mr. Voces. My guess is that the answer would be yes because my 
industry has not been making fairly good profits. 

Mr. Wier. That is all I have, Mr, Chairman. 

Mr. Exxiotr. Mr. Landrum? 

Mr. Lanprum. Mr. Voges, with the present 75-cent minimum, you 
say you have a profit margin of 13.6 percent; is that right? 

Mr. Voges. No, sir; that is not a profit margin, Mr. Landrum. That 
is a remainder amount. 

Mr. Lanprum. For the payment of other expenses above labor, and 
including profit. 

Mr. Voces. That is right. 

Mr. Lanprum. That is, out of 13.60 percent of pone gross sales, you 
must pay taxes and any other expenses other than labor attendant 
upon your manufacturing process and realize profits, 

Mr. Voces. Not quite, Mr. Landrum. The item used there is the 
value of the manufactured product. And the percentages used are 
production labor, cost of materials, fuel, electricity, contract work, 
expenditures for plant and equipment, and then the remainder amount 
is available for taxes, the cost of money, profits. 

I think perhaps that comes down to answering your question. 

Mr. Lanprom. And with the present 75-cent minimum, that is 
13.60 percent ? 

Mr. Voces. Yes, sir. 

Mr. Lanprum. Now, then, you say that if this 75-cent minimum goes 
to 90 cents minimum, that figure becomes 7.16 percent ? 
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Mr. Voces. That is right. 

Mr. Lanprum. And if it goes to $1 minimum, it goes to 1.91 percent, 
or drops to that figure. : 

Mr. Voces. That is correct, with this addition, that for the increases 
in labor cost, from 75 cents to 90 and to a dollar, we have only cal- 
culated into these figures the money that would go to production 
labor as such and not to clerical labor or not to sales labor or no other 
increases in costs. 

In other words, we have held all other costs at their constant of 
1953 and simply shown an increase in production labor costs. 

Mr. Lanprum. By that do you mean you anticipate an increase in 
your sales cost, your wages or salaries paid for sales activities, on ac- 
count of raising this minimum hourly wage? 

Mr. Voces. We do, indeed. 

Mr. Lanprum. These percentages that you have related, 13.60 per- 
cent at 75 cents, 7.16 at 90 cents, and 1.91 percent at $1, would those 
figures be the same after taking into consideration your 5-cent increase 
on your bushel basket at $1 per hour or your 3-cent increase at 90 cents 
per hour in selling price? 

Mr. Voces. Probably there would be some slight variation, But 
if we increased the cost of a bushel basket by 3 cents, using bushel 
baskets as an example, and the wage were 90 cents, then the re- 
mainder for other expenses, taxes and profits, would likely again be 
up to 13.60 percent. 

Mr. Lanprum. By increasing the cost of your bushel basket 3 
cents each you can keep your margin of 13.60 percent; is that right? 

Mr. Voces. That is ri ht. 

Mr. Lanprum. And if the minimum wage were to go to $1 and 
you increased the cost of your basket by 5 cents, then you would 
retain your margin of 13.60? 

Mr. 9 pay es, assuming, of course, that all other costs would 
remain the same. 

Mr. Lanprum. Yes. 

Those are all the questions I have. 

Mr. Exxtiorr. Mr. Thompson? 

Mr. THompson. Mr. Voges, I notice that you say that a 90-cent 
minimum would have this effect and yet, in your statement, you 
say that you are paying 93 cents. 

Mr. Voces. That is right. The skilled mechanics are getting con- 
siderably more than 93 cents and the common laboring type of em- 
ployee is getting 75 cents, so we have an average in the industry of 93. 

Mr. Tuompson. I thought you said you used all unskilled labor. 

Mr. Voces. Largely unskilled labor. Not all; no. We have me- 
chanies and truckdrivers and that sort of thing, and obviously they 
are different. 

Mr, THompson. Then you qualify your statement? 

Mr. Voces. Yes, sir. 

Mr. Tuomrson. Do you have any incentive pay scales in here! 

Mr. Voces. We do in some mills, but not entirely. And this is 
reflected by test of the averages paid to the mills and reported to us. 

Mr. THompson. You would not happen to know, would you, what 


the average profit margin in manufacturing industries is as compared 
with yours ? 
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Mr. Vocss. As I recollect—I do not think that I am qualified to 
answer that as a statement—but as an opinion I believe it is close to 
43/4 percent at my last look, net profit. 

Mr. THomeson. I wonder how many industries producing a prod- 
uct valued at $31,700,000 end up with $4,300,000 with which to pay 
their taxes and profits, which is about all you have left, and the cost 
of money. 

Mr. Voces. Will you repeat the question, sir? 

Mr. Tompson. It was not a question, it was more of a statement. 
I said I wondered how many industries there are which have a ratio 
which would give them $4,300,000 for profit and for taxes from only 
a $31 million product. 

Well, in any case, do you contend that a farmer pays the entire 
cost of your basket ? 

Mr. Voces. As an end use, no; the consumer does. 

Mr. Tuompson. I always thought that. I wondered whether you 
predicated your statement on the belief that the farmer won’t pay 
any more and therefore you would go out of business if you in- 
creased the cost. And yet the farmer does not pay that cost. I al- 
ways thought I did. 

Mr. Voces. Youdo. And you do when you buy an automobile, too. 
But you don’t know quite the cost of the steel that goes into that car. 
But the purchasing agent for the manufacturer of an automobile 
is very particular about the cost of that steel, and so is the farmer 
very particular. 

Mr. Lanprum. Will the gentleman yield ? 

Mr. Tuomprson. I yield. 

Mr. Lanprvum. Is it true that in agricultural products, particularly 
truck farming products, the moment the price of that commodity goes 
up, the demand for it goes down in the markets? If the cost of beans 
goes up a quarter a bushel, is it not true that the housewife decides 
she can use something alse that day besides beans ? 

Mr. Voces. The housewife is a very particular chooser of prices. 
So tothat Lagree. I would like to agree with the statement in its en- 
tirety, but I cannot. 

Mr. Tuomrson. Is there anything cheaper than beans, incidentally ? 
That is what she would end up buying. 

Mr. Voces. Probably so. 

Mr. Txomrson. We all smoke cigarettes and the price increases all 
the time. 

Mr. Lanprum. In any event, the farmer has nowhere to pass on this 
extra cost to him. 

Mr. Voces. Right. 

Mr. Lanprum. But you can pass it on to the farmer. 

Mr. Voces. That is right. 

Mr. Lanprum. And that is what you intend to do, is that right! 

Mr. Voces. That is right. 

Mr. Lanprum. But he has nowhere to pass it on except to the con- 
sumer. 

Mr. Voces. That is right. 

Mr. Lanprum. And the consumer can take it or leave it, whether it 
is watermelons or beans. 

Mr. Voces. I agree with that entirely. 
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Mr. THompson. Can’t the farmer start buying cardboard packages 
instead of wood if he thinks your price it too high ¢ 

Mr. Voces. Competitively, we have a condition existing within the 
fruit and vegetable packing industry now where paperboard is coming 
into the picture in a strong manner. And I exemplified in my state- 
ment that because of that competition and because of the farmers re- 
sistance to a price increase, we are not in a position to make an increase 
in prices and would like to. 

Mr. Tuompson. With regard to the mortality rate in your industry, 
how much would you say was due to merger ? ' 

Mr. Voers. A very inconsequential amount of it. 

Mr. Tuompson. How much due to scarcity of timber ? 

Mr. Vocrs. I will make the same answer to that. 

Mr. THomrson. You do not really know, do you, the cause of the col- 
lapse of some of your companies following the increased minimum 
wage the lasttime? Yousay that as sort of a gratuity. 

Mr. Voces. It is a reason for the collapse or the quitting of a num- 
ber of companies. But in addition to that, competitively, other pro- 
ducts have come into the field to do packaging which was done by 
baskets and hampers and that type of product 25 years ago. And ob- 
viously we have to keep our price competitive and do not find our- 
selves able to keep it competitive at a minimum wage as of now higher 
than 75 cents. 

Mr. Tuomrson. Thank you. 

Mr. Exxiorr. Mrs. Green ? 

Mrs. Green. You make quite a point of the number of plants that 
have closed down, and yet I noticed on exhibit No. 3 that the amount 
of production has increased by quite a lot, the value of the product. 
Could not part of that be the increased productivity on the part of the 
pea who are working, as well as the value of the dollar cost of the 
fFOOdS ¢ 
~ Mr. Voces. There has been an increase in productivity, a very major 
inerease. Largely, inflation is the answer. 

Mrs. Green. You do not think that the increase of productivity is 
a major factor? 

Mr. Vogrs. I do not believe the volume moving from the industry 
has increased but, rather, inflation has caused the increased number 
of dollars. 

Mrs. Green. The number of employees has not decreased to any 
appreciable amount, 9,105 to 8,099. That is not much of a decrease. 
So the number of people who have been laid off because of an increase 
in the minimum wage has not been very great. 

Mr. Voces. There has been roughly a 10-percent decrease in the 
number of people, production employees, working in the industry 
in a 5-year period. 

ea aca And yet an increase in the value of the product 
shipped. 

Mr. Voces. Again I say that was the manipulated inflation that we 
have gone through. 

Mrs. Green. You do not have any figures on the wage paid in 1939? 

Mr. Voges. No, ma’am, I did not have that available. 

Mrs. Green. Then I notice in your exhibit 1 the value of the prod- 
ucts shipped has almost doubled. 

Mr. Voers. Yes, ma’am. 
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Mrs. Green. And you say that your profit, or the amount that is 
left after paying all of your expenses for the wages and salaries and 
material and fuel and electricity and everything else is 13.0 percent! 

Mr. Voces. Yes, ma’am. 

Mrs. Green. If we used that same figure in 1939 and 1952, the profits 
of the company would have doubled, would they not ? 

Now, I realize that you had a much greater profit in 1939 than you 
have now. But if you used that you still would have doubled. 

Mr. Voces. May I refer first to your figure of $16,270,000 in 1939 
and the 1947 figure of $30,584,000. The dollar depreciated to almost 
50 cents. 

Mrs. Green. That is true, though, for both management and labor. 
The individual who was being hired by you, his dollar also decreased. 

Mr. Voces. That is correct. But 1 am trying to say, ma’am, that 
the number of dollars involved does not show an increase in business; 
rather, it is just a change in money value. 

Mrs. Green. Just from a humanitarian standpoint, do you think 
that with the average salaries that you quote, the average family can 
live on that and maintain a decent standard of living ? 

Mr. Voces. Ma’am, I would much rather have 75 cents an hour in 
Dogpatch than I would a dollar an hour in Manhattan. 

rs. Green. Let’s go back to Dogpatch. Do you think 75 cents 
whan J is adequate for a family to maintain a decent standard of 
iving ? 

Mr. Voces. You have a living condition, ma’am, where they are not 
crowded into a one-room apartment on a back street ; rather, they have 
a house that is out in the open and they have a yard, and they do have 
the ability to have a hs and grow crops for themselves. And 
they get by fairly well on 75 cents. I would say they live as well 
down there on 75 cents as could possibly be done in the metropolitan 
areas at a dollar and a dollar and a quarter. 

Mrs. Green. Well, of course, I do not feel that a dollar is adequate 
in the metropolitan areas. So my question would still be, in Dog- 
patch do you think a family can maintain a decent standard of living 
on 75 cents an hour? 

Mr. Voces. If I answered that “Yes,” I would be giving an answer 
that I am not qualified to make; and, secondly, I would be giving an 
answer that would be in direct contradiction to the Department of 
Labor figures on the cost of a family living. 

However, I do think that a family can live comfortably on a 40- 
hour week at 75 cents an hour in a small rural town. 

Mrs. Green. A 40-hour week at 75 cents an hour? 

Mr. Yocrs. Yes, ma’am. 

Mrs. Green. Thirty dollars a week? 

Mr. Voces. Yes. 

Mrs. Green. Do you think they can live comfortably or do you 
think they can exist 

bag Voces. It is more than an existence. It is a very comfortable 
life. 

That is mostly take-home pay, ma’am. 

Mrs. Green. The kind of life that you think is desirable for the 
average American family ? 

Mr. Voces. The average American family puts a different answer 
on it. There are grades. 
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Mrs. Green. Your people are average, are they not? You are not 
coming here and saying that your people are way below average ? 

Mr. Voges. I am saying that we can use a very common, unskilled 
laborer; yes 

Mrs. Geman You are saying that your people, then, are below 
average ? 

Mr. Voges. Below average in what, ma’am ? 

Mrs. Green. Well, you define it. You are the one who is setting up 
the conditions on page 3. It seems to me you take the position of say- 
ingows those people do not need to eat in restaurants and do not need 
to have expensive recreation and do not need costly wardrobes, and 
apparently the medical services. 

r. Vocxs. Not medical, tonsorial. 

Mrs. Green. Just the tonsorial ? 

Mr. Vocrs. Yes. 

Mrs. Green. They cut their own hair, you mean. 

What about medical services? 

Mr. Voces. I mean by tonsorial they can buy a haircut for 75 cents, 
perhaps, where it costs a dollar and a quarter in a metropolitan area. 

Mrs. Green. Then you are setting up the kind of standard of liv- 
ing that you think is good enough for them. 

r. Voces. No, ma’am. I think that any of the men around here 
who are from what might be classed as a rural area in America will 
concur that a family’s expense is not comparable in those areas. 

Mrs. Green. Is not or should not be, which? 

Mr. Voces. It should not be, because there is a different type of 
living. It is not at all essential that the pay scale be the same for a 
man in @ small rural town as in a metropolitan area. Because if it were 
true that they were on an equal basis, the man in the small rural town 
would come along a lot faster than his city cousin. 

Mrs. Green. Let us just take necessities then. Let us take out what 
you evidently refer to as luxuries. What about just food, shelter, and 
clothing and medical expenses? / 

Do you think that the average family can exist on $30 a week? 

Mr. Voces. They seem to do it, ma’am. 

Mrs. Green. You would recommend that as being adequate for the 
as Say in your area? 
ta r. Voces. No. That is putting a different construction on it than 

0. 

Mrs. Green. Is that not what you are doing, in effect? You are 
coming here and recommending that that should be the standard of 
living for the people in your area ? 

Mr. Voces. No, ma’am. 

First of all, we are saying definitely that we are opposed to mini- 
mum-wage legislation by the National Government in any amount. 
We do not think it is a proper field for Government legislation. 

Mrs. Green. But that is not the real point you make. The point 
you — in your testimony is that this is adequate for them to live on, 
is 1t not 

Mr. Voces. Again I say the laboring family on $30 a month in a 
rural community can get along. 

Mrs. Green. I thought it was $30 a week. Now you are advocating 
$30 a month ? 
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Mr. Voces. Thirty dollars a week. I stand corrected. 

Mrs. Green. The $30 a week is bad enough. I would hate to make it 
$30 a month. 

Mr. Wier. Will you yield? 

Mrs. Green. I yield to the gentleman from Minnesota. 

Mr. Wier. In connection with what she is interested in, when she 
started to figure out 52 times 30, I think your industry is quite sub- 
stantially seasonal so that they do not get that income 52 weeks a year, 
at least in some parts of this country, is it not? It is very seasonal. 

Mr. Voces. Years ago that was more true than it is now, sir. 

Mr. Wier. It still exists? 

Mr. Voces. Today it does fluctuate in seasons, but the manufacture 
is constant. The manufacturers do build inventory in the slow period, 
and the fluctuation in number of employees at any given period 
among most plants is not very great. 

Mr. Wier. The answer is that you cannot guarantee and you do not 
guarantee your employees 52 weeks a year income? 

Mr. Voges. That is right. 

Mr. Wier. At $30 a week ? 

Mr. Vocgs. That is correct. 

Mr. Wier. Many of them have to take a layoff? 

Mr. Voces. That is right. 

Mr. Wier. That is all. 

Mr. Exxiorr. Mr. Bailey ? 

Mr. Battery. Just a question or maybe two. 

Mr. Voges, your concern or your type of industry 15 or 20 years ago, 
or even 10 years ago, was almost exclusive in the field. Since then 
there has come into the field the manufacture of cardboard boxes. 
How much has that cut into your industry in the way of competition ? 

In other words, are they using them to the exclusion of the products 
your group manufactures ? 

Mr. Voges. I think I can give you my answer in this way, that the 
increase in productivity on these farm products by an increased popu- 
lation has mostly offset any loss we would have made by reason of 
the inroads of competition. However, we have not been able to gain. 

Mr. Bawtey. You do not think that that new competition coming in, 
say, in the last 5 or 6 years has accounted for the closing of some of 
those plants rather than the increased minimum wage of 1950? 

Mr. Voces. Yes, I think that competition has had some effect. But 
the overall industry picture is such that production today is not a 
great deal different than it was 5 or 10 years ago. 

_ Mr. Battery. One more question : Where are those plants that make 
cardboard? Where are they located? Are they contiguous to your 
plant in the area or are they specialized somewhere ? 

What I am trying to get at is this: There was testimony given here 
the other day, and the gentleman from Georgia will remember—that 
right now southern pine lumber is meeting competition from redwood 
lumber from California and Oregon. 

Has that entered into the manufacture of these crates? What per- 
cent of them are made out on the west coast ? 

Mr. Voces. Not those two items that you mentioned. Pulpwood 
plants are located throughout the South and converting plants are 
located throughout the Nation, as close as possible to their source or to 
their actual place of use. 
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Mr. Battery. One more question and then I shall have concluded: It 
was my privilege to hold a hearing during some labor discussion and 
difficulty back in 1950 at DiGiorgio Farms in the San Joaquin Valley 
in California. There I noticed the company itself operated its own 
box factory and employed largely Mexican labor. And the area im- 
migration and naturalization man in that area testified that during the 
90 days just preceding the hearing, he had taken 315 wetback Mexi- 
can pot at off their operations. 

To what extent are you losing business to these big fruit companies 
and produce companies that are going into the same line of business 
you a themselves, and to what extent are they taking advantage 
of the normal operations of that type of a plant by the employment 
of Mexican labor ? 

There are a lot of other large fruit and produce companies in Cali- 
fornia other than the DiGiorgio people. 

Mr. Voces. With reference to Mexican labor, I do not believe that 
it has any effect at the present time on our industry. 

Mr. Barry. You think they are not employed in those operations ? 

Mr. Voces. I do not believe it has any effect on our industry at this 
time. I know of no instance where Mexicans or wetbacks, as you call 
them, are being employed. 

On the west coast the Sunkist group did have, and I believe still do 
have, box-manufacturing operations. However, the citrus industry 
of California has gone to a considerable extent to paperboard. And 
I believe that Sunkist has discontinued manufacture in those plants 
and they are now using paperboard. Therefore, that has gone out 
of existence. And they were never competitive other than what they 
used in their own plants. 

There are 1 or 2 other instances where growers or shippers do have 
a manufacturing operation, but they are insignificant in the whole 
total. 

Mr. Bary. You are well aware of the fact that the DiGiorgio 
operations out there are immense. They control most of the fruit 
outlets for fruit and other produce all over the country. They own 
completely the food distribution center at Baltimore and they own 
about 80 percent of the one in New York. They own completely the 
one in Chicago. 

I am just wondering to what extent they are responsible for what 
you say is happening to your industry. . 

Mr. Voces. I do not believe at all, sir. 

Mr. Battery. You do not think so? 

Mr. Voces. No, sir. 

Mr. Battery. That is all. 

Mrs. Green. Will the gentleman yield for a question ? 

Mr. Batrry. I will yield to the lady from Oregon. 

Mrs. Green. I have one other question: You paint a picture of your 
particular area that your particular industry is being hurt and then, 
in the last paragraph, you ask that you be excluded. 

Mr. Voces. Yes, ma’am. 

Mrs. Green. If your industry were excluded, would you have any 
objection to a raise in the minimum wage? You say the metropolitan 
areas have to pay much higher, and so on, and it costs them more to 


live. If yours were excluded in your rural area, then would you 
object ? 
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Mr. Voces. To the extent that we are opposed to wage legislation 
at the national level in its entirety. 

Mrs. GREEN. Any type at all? 

Mr. Voces. Yes, ma’am. 

Mr. Extiorr. Mr. Udall? 

Mr. Upatt. No questions, Mr. Chairman. 

Mr. Exxiorr. Mr. McConnell ? 

Mr. McConnett. I have no questions. 

Mr. Exxiorr. Mr. Gwinn ? 

Mr. Gwinn. Mr. Voges, what percentage of your workers are 
women ? 

Mr. Voces. I cannot answer that, sir. 

Mr. Gwinn. Could you guess? 

Mr. Vocrs. No, sir. 

Mr. Gwinn. How is it in your plant? 

Mr. Voces. I do not operate a plant. I simply represent the 
industry. 

Mr. Gwyn. You do not know how many are single or what ages 
hey an how many are working from one family or any of those 
things 

Mr. Voces. No; I do not, sir. 

Mr. Gwryn. I thought your testimony was a very illustration 
of the number of industries there are in these United States that most 
of us know absolutely nothing about. And for us to try to legislate 
covering all of these businesses that we know nothing about, or don’t 
even suspect that they exist, seems to me a part of the foolishness of 
Government management, regulation, control, and compulsion on a 
national basis. 

Mr. Voces. Thank you, sir. I agree with you entirely. 

May I make one additional remark: In addition to representing 
the folks whom I mentioned, we also represent manufacturers of veneer, 
particularly in the State of Alabama. 

And these folks manufacture nothing but veneer. They sell their 
veneer to box manufacturers and to private manufacturers for the 
inner core, not the outside surface. Their position is exactly the same 
as ours. It is the same operation as ours, forestry, the buying of 
timberland, the cutting of timber, and bringing timber into the plant 
and then going through the veneer process which, as you all probably 
know, is the unrolling of wood from a log as you unroll a piece of 
paper from a roll of paper. 

Mr. Gwinn. Thank you for giving us a picture of that little garden 
that we would like to get back to ourselves. 

Mr. Voces. Fine. 

Mr. Gwinn. That is all, Mr. Chairman. 

Mr. Exxrorr. Mr. Smith ? 

Mr. Smrru. I have no questions. ° 

Mr. Extiorr. Mr. Coon? 

Mr. Coon. I have no questions. 

Mr. Exxtorr. Thank you very much, Mr. Voges, for your testimony 
and the information you have brought to the committee. 

Mr. Voces. Thanks to you and the committee for your attention and 
for the questions asked. 

Mr. Exsiorr. Our next witness is Mr. L. D. Kellogg, of Southern 
Hardwood Producers, Inc. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 667 


Will you come around, please, Mr. Kellogg? 


Mr. Kellogg, do I understand that you are accompanied by several 
other witnesses ? 


STATEMENT OF LAWRENCE D. KELLOGG, PRESIDENT, SOUTHERN 
HARDWOOD PRODUCERS, INC., MEMPHIS, TENN., AND PRESIDENT, 
KELLOGG LUMBER CO., INC., ALEXANDRIA, LA. 


Mr. Ketxoce. I have two with me. 
— Exxsotr. Would it be helpful if they came around at the same 

time 

Mr. Ketxoca. I would be glad to have them do so. The intent was 
for me to give a rather complete statement of the hardwood industry 
to be followed by these gentlemen who would then.give more detail 
as to their own operations and thus be helpful in answering any ques- 
tions that might arise from my statement. 

Mr. Exrriorr. Then there is no necessity that they sit at the table 
with you? 

Mr. Ketxoce. No, sir, I do not believe so at this time. 

Mr. Exxiorr. All right. 

Will you identify yourself for the record, please, sir? 

Mr. Keixoce. My name is Lawrence D. Kellogg. I am president of 
the L. D. Kellogg Lumber Co., Inc., of Alexandria, La. I am also 
president of the Southern Hardwood Producers, Inc., Memphis, Tenn., 


an association of hardwood lumber mills operating in all of the South- 
ern and South Central States, in whose behalf I oe. 


The southern hardwood industry is closely allied with southern 
agriculture. Most of our timber comes from farm woodlots and other 
forest land not owned by manufacturers, and there is a substantial 
exchange of off-season labor between the sawmill and the farm. The 
southern hardwood industry is also closely allied with the southern 
pine industry. Many mills produce both pine and hardward. 

The economic analysis which will be presented by the Southern 
Pine Industry Committee, showing the effect of an increase in statu- 
tory wage in that industry, will in most part be applicable also to the 
southern hardwood industry. 

To avoid repetition we request that this data be considered in behalf 
of the southern hardwood industry. 

The southern hardwood industry is strongly opposed to an increase 
in the minimum wage rate under the Fair Labor Standards Act us 
proposed in the several bills pending before this committee. 

This industry is highly competitive within itself, from hardwood 
lumber produced in other sections of the country and, most import- 
antly, from other materials that can be used as a substitute for hard- 
wood lumber. Wage rates, which make up a large part of our produc- 
tion costs, must be related to many factors which are not static. 

Small companies in a very competitive field and with poor capital 
structures, as is the case with our southern sawmills, do not have the 
financial resources to make a fast adjustment to sharply increased 
costs, such as the higher statutory minimum wage woud bring. 

It is not possible to offset higher costs by adjustments in selling 
ge or in improved mechanical efficiency. These are factors quite 

yond the control of small companies over a short period. These 
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factors and necessary changes in wage rates are best understood by the 
employer and his employee. 

The southern hardwood industry is not in disagreement with the 
intent of the Fair Labor Standards Act. We do not have sweatshop 
labor conditions. We believe in the highest wages that can be paid 
in a prosperous free economy. 

Much of our industry has been able to and has paid substantially 
above the legal minimum. Such increases have been the result of 
bargaining, in large part by unions. Only through such bargaining 
can all the factors necessary to maintain full employment and a 
healthy economy in the area be given adequate consideration. 

We believe there is grave danger in fixing a standard legal minimum 
to apply uniformly in all sections of this country. 

I would like to point out to the committee that my company has 
approximately 125 employees subject to the Federal wage-hour law. 
We manufacture 12 to 13 million board feet of lumber per year. We 
are a small business as that term is generally used, ~t, yet generally 
recognized as being one of the larger southern hardwood mills. 

I comment on that merely to emphasize the characteristics of the 
southern hardwood industry. 

The southern lumber industry has nearly 24,000 manufacturing 
units and less than 1 percent of them large by standards of their own 
industry, and they manufacture less than 15 percent of lumber pro- 
duced. 

A graph of the production of lumber in the South would show an 
uneven but falling line since 1948. The number of establishments, or 
employers, has decreased. 

Most important to the question at hand is the substantial decline, 
approximately 18 percent, in the number of employees in the lumber 
manufacturing industry in 12 Southern States. 

The lumber industry is a very important part of the economic life 
of the South. In Louisiana, my own State, products of the forests in 
1953 were valued at $494 million. 

Louisiana has 16 million acres classed as timberland. Approxi- 
mately 50 percent of this acreage is in tracts of 500 acres or less and 
these tracts are owned by 105,000 separate owners. 

Of all manufacturing in Louisiana, the wood-using industry has the 
greatest number of employees, having over 50,000 workers. 

Second is food preparation and packing, with 35,000; petroleum, 
with 17,000; and chemicals, with 16,000. 

The last two are high-wage industries, and they have and will con- 
tinue to cause an upward pressure on wage rates in Louisiana, includ- 
ing the lumber business. 

The 50,000 employees in wood-using industries represent 32 percent 
of all employees engaged in manufacturing in Louisiana. 

If we eliminate the larger cities and consider only the small towns 
and rural communities, where most lumber operations are located, 
the percentage of employment in the wood-using industry in these 
small cities and communities would be much higher and in many cases 
reach 80 percent or more. 

This industry, important to Louisiana, is vital to and provides most 
of the income in many towns and parishes. Most other Southern 


cane are equally, if not more so, dependent on the forest products 
industry. 
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It has been estimated that a 90-cent minimum would mean a 9-per- 
cent direct increase in labor costs in the southern labor industry, a 
$1 minimum 18 percent, and a $1.25 minimum 40 percent. Such an 
increase in costs will have to be met by one of the following: 

1. The lumber industry absorb the cost by reduction of profit. 

2. Offset this increase by greater efficiency on the part of the worker 
and through the installation of labor-saving equipment. 

3. Increase the sales price of their product to offset the additional 
cost. 

We will consider these in order. 

Labor costs are approximately one-half the cost of the finished prod- 
uct of our industry. Based on results in 1954, in the southern lumber 
industry, a 9-percent direct increase in labor costs would have re- 
sulted in a loss for over 50 percent of operators, and with an 18-percent 
increase less than one-third of the operators would have any margin 
of profit. Obviously the majority of operators cannot absorb an in- 
crease in costs which exceeds their profit. 

Offsetting the increase in costs through improved efficiency does 
not appear possible. The law does not guarantee any increased effi- 
ciency on the part of the worker and past experience makes us doubt 
that raising the minimum will produce it now. 

We must consider the conditions in the southern area and the labor 
available and, further, the attraction of higher wage-paying industries 
for the most efficient labor. In other sections of our country, such as 
the Western States, through the installation of large, expensive equip- 
ment, considerable savings in labor are made. 

The southern lumber industry is not backward and it, too, has availed 
itself of modern equipment to the extent practical. Obviously thou- 
sands of small mills with limited capital cannot buy, nor could they use, 
the heavy labor-saving equipment used in other sections of the country. 

One frequently hears “let them increase the sales price of their 
product to pay the increase in their labor costs.” It has been said, as 
proof of this, that the substantial raise in the minimum wage in 1950 
was absorbed with no disastrous results. Perhaps so, but what occur- 
red in 1950 does not furnishh reasonable proof that it will happen 
again. 

Generally, the southern lumber industry in 1949 was already paying 
substantially more than the minimum wage. The volume of business 
and the price of their product were both considerably off from 1948. 

It has been estimated that the increase in the minimum wage in Jan- 
uary 1950 raised wages in the southern lumber industry 14 percent. 
The first few months of 1950 were quite slow, and there is no clear 
evidence to show what would have happened if the summer had not 
brought on the Korean war with its great demand for lumber at sub- 
stantially increased prices. 

Some of the proposed minimums, for instance, the minimum of $1 
approved by the Senate, would force on the lumber industry a sub- 
stantially greater increase in labor costs at this time than they had in 
1950. 

Indications are that the adjustment to meet the 1950 increase might 
have been considerably more serious had it not been followed by the 
inflationary rise brought on by the Korean war. The trend of the 
southern hardwood lumber business since 1950, which will be discussed 
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later, indicates that an increase to a $1 minimum will seriously curtail 
employment since much marginal production will be eliminated due to 
inability to either absorb the increase or to raise the price of its prod- 
uct because of competition. 

Materials competitive to southern hardwood lumber are manufac- 
_ured by industries that have better opportunities for controlling costs 
by manufacturing in large plants and enjoying the benefits of mech- 
anization and automation. Quite unlike manufacturing lumber from 
trees, which are not uniform, they are able through mechanization to 
produce large amounts of standardized uniform material in the pro- 
duction of which labor costs are of minor importance. 

We refer to such products as plastic, steel, and aluminum. They 
ure unlike the southern hardwood industry which is closely akin to 
agriculture and must cope with seasonal problems and uncertainties of 
the weather. 

There has been much said about the cost of living and that the mini- 
mum wage should provide a reasonable standard of living. 

All of the data which have been submitted so far as I know have 
related solely to big cities. We think it is common knowledge that 
there is a big difference in the cost of living between small towns and 
big cities even in the same regions and that a given number of dollars 
will provide a better living in a smal] southern community than it. 
will in a northern manufacturing metropolis. 

Traditionally, the South has had lower wage scales than northern 
manufacturing cities. In the past 15 years this wage scale has been 
rising, and rising as a result of economic conditions in that area rather 
than as a result of Federal legislation. 

Federal legislation does not guarantee employment, and the mini- 
mum wage merely prohibits an employer from hiring, and the em- 
ployee from working, at a wage less than that prescribed. 

The record of the past 15 years shows that manufacturing in the 
South, including lumber, has continually raised wages in accordance 
with the economic needs of the area. It is estimated that over two- 
thirds of the employees producing southern lumber as a result of free 
bargaining are already being paid in excess of the present legal 
minimum, 

While the increase in 1950 caused an arbitrary upward adjustment, 
the wage adjustments since then would cause us to believe that we 
would have reached the present level of wages even if such increase by 
law had not been put into effect. This is proved by the fact that the 
majority of our industries have since then moved ahead of the 75-cent 
minimum, and if the economy is allowed to take full advantage of the 
free movement of labor, prices, and other economic factors, we feel 
certain that wages will continue to rise at a rate which will promote 
prosperity and maintain full employment and production. 

Much has been said about the flight of industry from the North to 
the South, and there are some who think this might be retarded, or 
stopped, by arbitrarily imposing an uneconomic minimum wage on 
the southern area. I say the southern area because large sections of 
the country not in the South already have self-established wage rates 
that exceed any proposed minimum. 

It’s doubtful that economic difficulties in northern areas can be 
cured by imposing uneconomic restrictions on the southern areas. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 671 


The difference in wage scales is only one and I believe a minor one, 
of a combination of economic factors which have induced some north- 
ern industries to move to the South. The many advantages of climate, 
availability of natural resources and other raw materials, and prox- 
imity to markets are more important factors in this movement than 
the difference in wage scales. 

Mr. Batey. May [ interrupt at that point? 

Mr. Exxiorr. Mr. Bailey. 

Mr. Batty. Is it not the policy and practice of the South to induce 
those plants to move into the South, predicated largely on the fact 
that they supply the buildings necessary for the facility and then 
exempt them from taxation for a period of years‘ ou did not 
mention that. 

Mr. Ketxoce. I think that has been done in a good many instances 
in the South as it has been done in the North, the East, and the West. 
I do not know of any chamber of commerce in any community that is 
not anxious to have industries move into its area. To the extent that 
an area can support such movement, it will make itself attractive so 
that industries will come in. 

Mr. Bamry. That is half-way in answer. 

Mr. Kexxoee. I will say emphatically that there is a great deal of 
that practice in the South. I think the southerners are anxious to do 
it and will continue to do it. We think it is healthy. 

Mr. Batter. It does dislodge the economy of the Nation for one 
section of the country to do that to the detriment of existing industries 
in other sections, does it not ? 

Mr. Kexxioce. 1 was born in Wisconsin and first entered business in 
Minnesota in the little town of Little Falls, Minn. After the sawmills 
cut out, as was the practice in those days, the town did not have much 
employment. ‘To offset this, the local chamber of commerce set up a 
fund with which it bought some buildings and gave it to a paper-box 
company. ‘The project proved uneconomic and unsound. ‘The box 
company had barely started to manufacture their product when they 
realized that through poor judgment they had accepted a free facility 
that was improperly located and where the labor was not suitable for 
employment by them. This occurred in the early twenties and as you 
can see, proved to be quite an unhappy experiment. 

I say that if a city in the South, as well as one in the North, East, 
or West, has the facilities, the labor supply, the natural resources, 
and the proximity to markets which plants require, such plants will 
move in and thrive there. You cannot arbitrarily, just through dona- 
tion of a plant, make a success out of a business. 

Mr. Lanprum. Will the gentleman yield? 

Mr. Baitey. Thank you. Yes, I will be glad to yield. 

Mr. Lanprum. Mr. Kellogg, granting for the sake of argument, 
on the question that the gentleman from West Virginia has asked, 
that it is true that originally, initially some years ago, when the 
South was striving to develop its industries, that these attractive 
propositions were made, once the people who came to the South because 
of those attractive inducements and found southern labor what it is 
and southern people what they are, and found also that we had markets 
and resources there available, it then became unnecessary to further 
offer those inducements. And within the last few years, certainly 
within the last decade, our industrial expansion and progress down 
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there has been a combination of things entirely disassociated from 
what the gentleman from West Virginia has suggested, and that is 
that we have the markets, we have the labor, we have the natural 
resources, and we also have a lot of southern capital that has risked 
itself in our expansion. And, therefore, we no longer have to depend 
on offering tax-exempt inducements in the South. 

Is that a true statement, Mr. Kellogg? 

Mr. Ketioee. Are you inferring that inducements are not being 
offered today ? 

Mr. Lanprum. No, sir. They are in some instances, but they are 
becoming fewer all the time. And it becomes more and more unneces- 
sary to offer such inducements in order to bring out our southern indus- 
trial expansion that many of these people seem to fear. 

Mr. Keiiocc. With the latter part of that, [heartily agree. I think 
there would be this industrial development in the South if there were 
no inducements offered, which emphasizes the point that I want to 
make here. 

We have natural resources, we have markets, we have a labor supply, 
we have all the things that a growing economy should have. 

Now, I do not want to take your time by getting into subjects I know 
nothing about, but if we just jump over to this increase in population 
that is supposed to happen from 175 million to 190 million, or whatever 
it is, some place, somewhere there has to be some development and there 
will have to be factories to produce for those people. 

I should think the South would be entitled to its percentage of them. 
1 do not believe you can bottle them all up in one area. I think the 
South is only now beginning the industrial development that has been 
going on in all areas of the country, as agriculture becomes less impor- 
tant and industry becomes more important in an area. 

The South is just probably in line for the same development that is 
taking place all over the country. 

Mr. Batrey. Mr. Chairman, I appreciate the gentleman’s explana- 
tion and also the point raised by the gentleman from Georgia. 

I injected this argument into the proceedings this morning solely 
because I had in mind the fact that we lost three rother large pulp- 
paper facilities to North Carolina. I do not believe there were any 
that went toGeorgia. I think 2 went to North Carolina and 1 of them 
to Tennessee. 

Their argument for leaving West Virginia was that they were bein 
offered tax exemption where they were going and they were assure 
that the labor rates would be only about 50 percent of what they were 
paying in West Virginia. So I just thought it was a good idea to 
bring it up. 

Mr. Lanprum. You do not have any statistics to show that that is 
the truth; do you? 

Mr. Barry. No. It is just as I remember the explanation offered 
by the company when protests were made to their moving out. I am 
quoting from memory. 

Mr. Ciectan. Mr. Chisirment 

Mr. Exniorr. Mr. Gwinn. 

Mr. Gwinn. I would like to inquire of the gentleman from Georgia 
if he deliberately left out of his recitation of the assets climate. 

Mr. Lanprum. Left out what? 
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Mr. Gwinn. Did you deliberately leave out the assets which we used 
to hear a great deal about, of climate ? 

Mr. Lanprum. That is taken for granted when you refer to the 
South. 

Mr. Exxiotr. The gentleman may proceed. 

Mr. Ketioce. This movement which we were referring to, the move- 
ment of northern plants, which I believe will continue, has been the 
result of competitive enterprise left free to use its own initiative and 
judgment in determining its economic policy and the location of its 
activity. 

This country has grown through such freedom. The South has 
benéfited by having these industries, but in the fast-growing economy 
of this country the southern area should expect development, and this 
development is not primarily at the expense of the North but because 
of the favorable economic conditions in the South. 

Is this industry and other important industries to be placed under 
a serious handicap of increased costs due to legislation passed in an 
attempt to prevent certain plants or industries in other areas from 
exercising their own judgment as to the most fertile field for their 
operations ¢ : 

Understandably the southern lumberman is apprehensive over legis- 
lation which may raise his cost to the point where his operation will 
no longer be profitabie. He is usually located in a smal] community 
of which he and his employees are an intimate part. His maintaining 
regular employment may be vital to his area. ‘Too high a minimum 
wage may cause serious unemployment in sawmill communities. 

The southern sawmill operator today has no ready answer as to 
how to continue operating without a loss if legislation forces on him 
$1 minimum wage, which would mean an increase of more than 18 
percent in his labor costs. Such arbitrary legislation might benefit 
a few workers, but it would be at the expense of many unemployed. 

In considering a minimum wage one hears such remarks as “40 
hours by 75 cents equals $30; what a pitiful sum.” Arbitrarily 
classifying millions of workers as to the base wage to which they are 
justly entitled is as impossible as it would be to arbitrarily write a 
law governing the earnings of capital or the compensation of 
management. 

The southern hardwood industry is in full agreement with measures 
to prevent exploitation of labor by sweatshop methods. Beyond that, 
men should be compensated in proportion to the work they do. The 
percentage of covered workers in the South that draw the minimum 
wage of $30 per week is small, and of these many are marginal workers 
that might not be able to get employment at all in a high wage rate 
industry. 

The southern hardwood lumber industry in large part operates more 
than 40 hours a week. In proportion to its production, a sawmill and 
other necessary equipment, such as logging and planing mill machin- 
ery, represents substantial investment. 

Operating only 40 hours per week, their fixed charges would be 
excessive. Weather, particularly rainfall and the stage of our rivers 
and streams, has a great bearing on our schedules and we have to take 
advantage of favorable conditions. 

‘There is not’a sufficient‘supply of sawmill labor to operate the mill 
over 40 hours and stagger the men in such manner as to limit each man 
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to 40 hours work. It would be equally difficult to attempt to put on 
a second 40-hour shift. 

Furthermore, we believe that if production generally was 80 hours 
per week, there would be a great oversupply of lumber, to say nothing 
of the difficulties of obtaining additional timber and nightwork in 
an operation that is carried on more in the outside yard than in a well- 
lighted building. Therefore, sawmill schedules of 50 or 55 hours a 
week are quite common. 

The following figures are from the records of one sawmill with such 
a schedule. After eliminating all supervisory and clerical employees, 
it has: 

Sixty-two employees at base rate of 87 cents; , 

Twenty-eight skilled employees at higher rates; 

Average hours worked per week, 5114; 

Average weekly income, $54.39. 

This is a reasonable weekly income, and especially in the community 
in which these employees work. Most of these employees own their 
homes, which, although not elaborate, are adequate and comfortable. 
They contain modern conveniences and are located on paved streets. 

I believe the majority have automobiles, radios, and now that tele- 
vision is available, many are buying television sets. 

There is none of the squalor and poverty that can be seen in some 
areas of the country, and generally they appear well cared for and 
happy. 

ran they work over 40 hours. Would they be better off if they 
worked only 40 hours, earned $40 a week, and had $14.39 less to take 
home in their weekly pay envelope ? 

These employees are not worked overtime at the expense of other 
individuals who are unemployed. Labor supply in the community is 
in very close balance. 

Would anyone advocate an economy of scarcity and advise that all 
sawmills curtail their operations to 40 hours a week, producing less 
lumber at a higher cost with the inevitable result of higher prices to 
the consumer and less income to the worker ? 

It might be contended that since the operator is already paying 
better than $1 an hour on the average for the hours his employees 
work, he could not be seriously hurt by an increase in the statutory 
minimum. 

I would point out that in the case of this employer, and many other 
employers who regularly provide overtime earnings for their em- 
ployees, increasing the minimum by any such amounts as are under 
consideration here will hurt the employee more than the employer, as 
the employer will be forced by competitive conditions to reduce or 
eliminate the overtime employment, and in many cases the employees 
will have smaller take-home pay than they are now getting. 

Mr. Barer. Let me interrupt the gentleman at that point, because 
it might slip my mind. On several occasions you have used the ex- 
pression “competitive conditions.” 

Won’t the other industries that are in competition with yours be 
forced to adjust themselves to use this new minimum wage? Where 
would be the added competition? From what source would it come? 
From what source would the competition come? 

Mr. Ketioea. When you say added competition, you just mean the 
competition that we have to face; is that the question ? 
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Mr. Batter. Is not the competition coming from concerns that are 
also faced by the present minimum wage and would be faced by an 
increased wage ? 

Mr. Ketzioae. No, sir. We in the South produce a substantial 
amount—that is, in the southern hardwood industry, and if my figure 
is not correct it will serve to illustrate—we produce 6 or 7 billion feet 
of hardwood, and maybe 15 percent is produced in other areas. That 
creates a competition with us. 

But our major competition, the competition we worry the most 
about, is from substitutes, such as plastics, aluminum, steel. 

Mr. Battery. And not competition coming from lumber itself? 

Mr. Kextxoce. That has been our historic pattern. Long before any 
legislation or anything else, the lumber industry thrived on the com- 
petition within its own industry. I can meet equally the competition 
of a lumberman operating in my neighboring State at the market, 
but I have no way of meeting aluminum, plastics, and so forth. In 
my opinion it is not fair to compare an industry that has 50 percent of 
its cost as direct labor with industries, as I understand, where the 
labor costs are a minor part of their final costs. 

Mr. Bartey. One more question and then I will desist asking any 
questions later in the questioning period. 

What percent of your mills, and particularly the mill which you 
own yourself or are associated with, are organized? Are they organ- 
ized or are they nonunion ? 

Mr. Ketxioce. My mill is organized and all of the mills in my im- 
mediate area are organized. 

Mr. Bamxy. What percentage of those hardwood mills are 
organized ¢ 

r. Ketxoce. As I said, mine is considered one of the larger mills. 
If we confine ourselves to mills of that class, we will say in the top 
third for’size, and I am guessing, I would think that they were prob- 
ably 75 percent organized. 

s you move down into the smaller mills and to some of those that 
are not permanent at all, you would probably find no labor organiza- 
tion. 

Mr. Barer. In that particular case there is added competition with 
SSeS t situation ? 

Mr. . By that do you mean that the union mill has com- 
petition from the nonunion mill ¢ 

‘Mr: Batcry. Because they have higher wage rates in the union 
operations. 

Mr. Kewtoce. Not necessarily. 

Mr. Banzy. That is fairly true, is it not? What would be the 
— of their organization if it was not to secure higher wage 
rates 

Mr. Keixoce. You haye asked me a question that I frequently have 
asked myself and never found the answer. I think I can say that in 
the lumber mills in the South that are unionized, the wage rates de- 
termined by the negotiations are not generally higher than wage rates 
paid by neighboring nonunionized mills of comparable size in com- 
parable situations. 

Mr. Barmy. I could conceive of that existing where there was a 
shortage of labor. But if you had an oversupply of labor 
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Mr. Kexxioce. Would you forgive me if I went back and just read 
3 or 4 sentences that I read before to emphasize them ¢ 

Mr. Battery. I think I had those in mind when I brought the 
question up. 

Mr. Ket.oce. The ones I would like to read are these—— 

Mr. Lanprum. On what page? 

Mr. Ketioec. On page 10. 

Understandably, the southern lumberman is apprehensive over legis- 
lation which may raise his costs to the point se his apensinne will 
no longer be profitable. And here is the point: He is usually located in 
a small community of which he and his employees are an intimate part. 
His maintaining regular employment may be vital to his area. Too 
high a minimum wage may cause serious unemployment in sawmill 
communities. 

Now, I wanted to emphasize the intimacy of this situation. The 
unions have always used considerable intelligence, in my opinion, 
in all of their activities. I tried to phrase that very carefully. I 
admire the ability with which the unions tackle most of their prob- 
lems. They, in turn, are intelligent enough to evaluate situations in 
their own areas and to recognize that any rough treatment, any at- 
tempted lockout or strike, or trying to push these sawmills into a rate 
higher than they can afford to pay would be detrimental to the union 
first, the employees second, and the employer third. 

Mr. Battey. What you are saying is that there are fairly good labor 
relations existing as between labor and the employer in those mills? 

Mr. Ketioaa. I would say excellent. 

Mr. Barry. That is all, Mr. Chairman, and I will not ask any more 
questions. 

Mr. Exssorr. You may proceed, then, Mr. Kellogg. 

Mr. Kettoae. The southern hardwood industry is strongly opposed 
to any increase in the minimum wage, and submits that an arbitrary 
increase in the minimum wage to $1 will be most detrimental to the 
southern lumber business and its employees. 

The imposition of such an arbitrary increase in cost will distort the 
economy of the industry, prevent free bargaining between employees 
and employers and because of the increased costs is inflationary. 

Lumber production in the South reached a high figure in 1948, fell 
off considerably in 1949 and, owing to the demand created by the 
Korean war, regained most of its volume in 1950 but has been declining 
ever since. Continually rising costs, including substantial increases 
to labor, the inroads in our markets made by substitutes and a weaker 
price structure, have drastically reduced profits to a point where 
arbitrary additions to costs cannot be absorbed. 

Employment will be reduced if the minimum wage is set at too high 
a figure. There is no alternative for the marginal operator except 
to curtail or cease operations. There is no prospect of his obtaining 
a higher price for his product unless we have some great inflationary 
influence such as has started with the World War and the Korean 
war. 

Too great. an increase in labor costs will injure the very individuals 
that the legislation proposes to help. 

I have not felt competent to discuss in detail the political and social 
theories involved with minimum-wage legislation. I have tried to 
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deal with facts and conditions that govern the southern hardwood 
industry, which I think I understand. 

As an illustration of the harm which can come from such legislation, 
I would like to point to a case where a higher minimum wage would 
threaten the existence of a community. 

It involves a reasonably large plant in the South, located in a small 
community which has 166 employees. There is no other employment 
inthe town. The employees all have low-cost housing, medical atten- 
tion, and other benefits. 

In negotiations a large prospective purchaser analyzed their opera- 
tion and found that if the minimum wage was raised to $1 per hour, 
the increased costs would wipe out the manufacturing profits made by 
this company during the past 5 years. 

Perhaps this operation is marginal, but there is small prospect of 
anyone continuing this operation under a minimum wage of $1 unless 
he is assured that there will be a sufficient increase in the value of the 
product to offset the increased costs. This assumption cannot be made 
on any reasonable basis, but one can reasonably assume that if the 
minimum wage is increased to $1 per hour, this plant will not operate 
and 166 employees in a small community will be without employment. 

Mr. Lanprum. Mr. Chairman? 

Mr. Exxiorr. Mr. Landrum. 

Mr. Lanprum. These 166 employees have available to their families 
free public schools in that area; is that not right? 

Mr. Kexiioce. That is right. 

Mr. Lanprum. Do they have free public school transportation ? 

Mr. Extiorr. Oh, yes; I am sure they do. 

Mr. Lanprum. They have adequate teachers to instruct their 
youngsters ? 

Mr. Kxtxoca.This is just a typical small town. 

Mr. Lanprum. I am trying to phrase my question so that it will be 
applicable to the typical small town. 

Mr. Ketxoce. Yes, they do all that. 

Mr. Lanorum. To what extend would these 166 employees be home- 
owners and landowners in the area you refer to? 

Mr. Ketioce. This was a sawmill town and:sawmill-owned property 
all the way through. Instead of drying up and dissipating itself, as 
some of the sawmill towns did when the original timber that it was 
built around was cut out about 25 years ago, it changed over from a 
pine operation to a hardwood operation. They have woodworking 
plants there also. 

The reason I cannot answer Mr. Landrum is because I do not know 
the details as to whether that company maintained a policy of owning 
all of these houses and renting them or, as has been done by a good 
many firms, they sold the houses to their employees. 

Mr. Lanprum. Is it true, in the average community such as you 
suggest here, that the employees would have available to them free 
public schools? 

Mr. Ketxoae. Oh, yes. 

Mr. Lanprum. And free puble instruction, free transportation to 
and from schools, and all of that paid for by a tax derived out of the 
profit or gross profit of this operating concern or other manufacturing 
concern in the community ? 
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Mr. Ketioca. You are on the right track. The way taxes work, 
sending them to the State and having them come back, I would not 
want to say that exactly, but this particular company is paying taxes 
and its money goes into the State tax fund from which it filters back 
to the Louisiana public school system. 

Mr. Lanprum. And to what extent will these employees pay taxes 
comparable to the taxes paid by the management? 

Mr. Ketxoce. It seek be a guess on my part, but I would think 
that other than the withholding tax—— 

Mr. Lanprum. Which comes chiefly to the Federal Government ; 
does it not? 

Mr. Ketioea. A hundred percent, I understand. 

They would pay practically no taxes, because in Louisiana we have 
done a good job of remembering the forgotten man. We have given 
him homestead exemption and we have given him a great many things. 

But then we turn around and take it away from him in a sales tax 
and a tax on cigarettes and beer. So, just how we end up with him, 
I don’t know. 

Mr. Lanprum. So these employees do pay in sales taxes toward 
the cost of these facilities that they have? 

Mr. Ketroce. Yes. 

Mr. Lanprum. But this is the only way in which they pay; is that 
right ? 

T r. Keixoce. I think that is substantially correct. 

Mrs. Green. Will the gentleman yield? 

Mr. Lanprum. Yes. 

Mrs. Green. This is a company town, I take it. You said you 
were not sure. 

Mr. Ketxoce. It had been originally. 

Mrs. Grern. And the company owned the houses. Do they pay 
rent, the people who live in these houses? 

Mr. Kexoce. I said I was not sure about this company, whether 
they have adopted the policy that is quite prevalent in the South now 
of selling houses to the employees, or whether they maintain owner- 
ship and the employees pay — ane event, the bulk of the hous- 
ing was built years the original company. 

Mr. Semen Then it is not true that in either case the individual 
person who lives in the town is paying a fair share of the taxes, as 
much as management’s, through the sales tax or through the property 
tax if he owns the house, or through the increased rent which goes 
to the owner. In either case he is paying his share of the taxes for 
schools or whatever it is. 

Mr. Ket1oca. Yes, he is paying his share of the taxes which are al- 
located to him by the laws of Louisiana. 

Mrs. Green. So it is not a fair statement to say that management 
is paying all of the taxes. 

r. Ketxoec. I do not think that was said or implied. 

Mr. McDowe xt. Mr. Chairman? 

Mr. Exxiorr. Mr. McDowell. 

Mr. McDowrxt. Mr. Chairman, I would like to ask, im the ease of 
this plant of 166 employees, do you know what the average hourly 
wage rate was at that plant? 

Mr. Ketxzoec. No; I do not. 
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Mr. McDowrx.. I would assume that it was at least 75 cents an 
hour; wouldn’t you ? 

Mr. Kexiioge. Yes; it would have to be that. 

Mr. McDowett. You do not know how much more than that it was? 

Mr. Kruioce. That would be the base. And if I were to guess— 
well, I had better not try to guess that, but it is bound to be the base. 
The minimum wage is 75 cents. 

Mr. McDowe ... I would think that in view of the fact that you 
say that in the event the minimum wage was raised to a dollar at this 
plant that it would wipe out all profit that there must have been 
some basis for that statement, based on what the prevailing wage rate 
was there at the time the study was made. I do not see how you could 
arrive at the conclusion otherwise. 

Mr. Ketioce. I was not as successful in keeping my statement as 
brief as I would like to have had it, and this may be one place that 
I should have either left out the example or gone into a little more 
detail, 

I happen to know about, and, I think, I can explain this situa- 
tion. 

As I pointed out this is a marginal operation. It is marginal be- 
cause of the quality and the type of timber. They are low man on 
the totem pole as far as quality and value are concerned. 

I would not care to own the plant. I would not care to try to oper- 
ate it at a 75-cent minimum. I would rather be in a more fertile 
field. 

Mr. McDowe ti. You would not even say it was fair competition. 
would you, within the industry ? 

Mr. Kewioce. I am not worried about its being competition. No, 
that is its trouble; it is at the very bottom level with respect to the 
quality of its product. This all goes back to the value of its timber 
which makes it a marginal operation employing 166 people. 

Admittedly, we cannot put all the blame on the quality of its prod- 
ucts, but I was only using that as one illustration. You will find 
others like this example. 

You gentlemen are all familiar with hardwood lumber. You know 
that there is quite a range in price and cost, from the poorest grades, 
that are used for the most common uses, up to the finest trim, that is 
used for better buildings, That is what we are up against. 

Mr. McDowe... I am aware of that. I have had some complaints 
from my State from veterans who have bought houses with very poor 
materials in them. I am not referring, necessarily, to the hardwood 
industry. 

Mr. Kexxoee. I have tried to stress the point that we try to be 
realistic in our wage rates and in our negotiations, A large part of 
our industry is today paying more than the legal minimum. They 
are paying what they are able to pay. 

I say let us work our own solution out. We have never been averse 
to paying a fair wage, and have always progressively moved ahead of 
the minimums. 

Mr. McDowe ... In that connection, would you tell us, in your opin- 
ion, What the average hourly wage rate is in that industry today ’ 

Mr. Ketioge. I do know that over two-thirds are already being paid 
more than the minimum. Now, when you pick up the average wage— 
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and that is your question—you must bear in mind that then you begin 
to pick up the highly paid skilled laborers, and in fairness to the ques- 
tion that you want to consider, that has to be brought out. 

Mr. McDowe tu. Of course, I am thinking in terms, actually, of the 
take-home pay of the average worker in that industry. You have 
made the statement that you feel that because of many conditions, 
contributing conditions in the area of the South which you are repre- 
senting, that it is possible to pay a lower wage, or have a lower wage 
scale which actually, because of living conditions and other conditions, 
1s comparable to a higher wage scale than other areas of the country. 

I am just wondering what the average hourly wage scale is in your 
industry, or the average weekly take-home pay there. 

Mr. Ketioge. Mr. Deas, of Southern Pine, tells me that the answer 
to your question is 88.9 cents per hour. 

Mr. McDowett. Thank you. 

Mr. Ketxoce. That is better than my guess would have been. 

In considering a problem of this importance one cannot give too 
much significance to figures of one company, but I have confidence in 
these figures I will give you and believe that you can accept them as 
an excellent illustration of much I have said. 

The company is one of the larger manufacturers, considered to be 
well managed, amply financed with an investment of over a million 
dollars, and for many years has demonstrated its ability to meet chang- 
ing conditions. Any careful analysis would show this company to be 
better than the average of all comparable southern hardwood opera- 
tors, and especially so if the figures of all the smaller units were 
included. 

In 1948 this company had a minimum base wage rate of 62 cents per 
hour. Their average sales price was $82.93 per thousand feet. Their 
profit, before taxes, was $13.26 per thousand. This was quite a profit- 
able year, and the return on investment was a spectacular 20.24 per- 
cent. 

I should point out that that was a year of cashing in on assets and 
stocks acquired in previous years at a considerably lower basis and 
selling out at the high prices that existed in 1948. 

There was a rather severe letdown in the southern hardwood busi- 
ness in 1949, a slight recovery in 1950, then a serious drop in the suc- 
ceeding years. Coming to 1954, this company had a minimum wage 
rate of 85 cents, average sales price of $90.88, and profits before taxes 
had dropped to $4.73 per thousand. Return on investment was 4.64 
percent. 

Comparing the year 1954 to 1948, we find that in spite of a 10-per- 
cent increase in sales price, profits had declined to one-third of 1948. 
In the meantime, wages had gone up to 137 percent of 1948. 

An increase of only 10 cents per hour in 1954 would have eliminated 
all profits and if this operator’s wages had been increased from 85 
cents to $1 he would have suffered a substantial loss. While this is the 
record of just one company, it is not an exception. It is a fairly large 
and substantial operations. For a multitude of smaller operators the 
outlook is far more discouraging. 

The southern hardwood on business, while recovering some of 
the volume lost in the slowdown of business in the past year or more, 
has not enjoyed the return of prices of previous years and there is no 
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indication that we will have increased prices in the near future. In 
fact, the indications are to the contrary. 

Our prices are dictated by the law of supply and demand. This has 
always been true, and because of the many small units and varying 
factors, it will continue to be so, We, therefore, strongly oppose bur- 
dening the industry with additional costs, the amount of which is ar- 
bitrarily determined, and maintain that wages should be determined 
not by the legislative approach, but my free bargaining in a free 
economy. 

However, if a legislated increase in the minimum wage is inevitable, 
we hope you will consider the problem in the light of conditions in our 
industry. 

We hope you will remember that we have many operators who would 
be seriously hurt by any increase in the minimum and that a 20-percent 
increase in the minimum to 90 cents, as proposed by the administration, 
if not offset by an inflationary increase in price, will eliminate many 
operators, 

Any further increase, such as the $1 minimum, as proposed in the 
bill passed by the Senate, will remove all manufacturing profits even 
from the large and most efficient operators if present market conditions 
continue. 

As for me personally, I cannot understand how anyone would even 
consider risking the serious effects of going beyond the 20 percent pro- 
posed by the administration. 

In behalf of the southern hardwood industry, I thank you for the 
opportunity to state the views of that industry. 

Mr. Exxiorr. Thank you very much, Mr, ll 

Mr. Wier? 

Mr. Wier. No questions. 

Mr. Exniorr. Mr. McDowell ? 

Mr. McDowe tt. Mr. Kellogg, you referred back to the period of 
1950 and what happened after the minimum-wage increase was put 
into effect then. I believe you stated that it resulted in a 14-percent 
increase in labor costs. 

Can you tell us in the same comparable, what happened to the prices 
of the product which was manufactured, percentagewise ’ 

Mr. Ketioce, What period do you mean ? 

Mr. McDowet.. The same period you referred to, 

Mr. Ketioee. No; that was just one date. The day it went into effect 
it raised our labor costs 14 percent. 

Mr. McDowe tt. All ight, take the period from 1950 until 1952 
or 1954, whatever you think would be a fair comparison. I am not 
asking for specific figures, but an average increase or an average de- 
crease in the price of your product. 

Mr. Ketxioce. Would a little comparison from 1948 on help you? 

Mr. McDowe.LL. You use your own figures. 

Mr. Keixoce. Let us just take 1948 as 100. The price of lumber in 
1948 was $82.93, which for our purposes we will call 100. 

Mr. McDower.t. Are you speaking now of wholesale or retail price ? 

Mr. Kexnxoee. It is even less than wholesale. It is at the sawmill 
level. The sawmill frequently sells at a discount to wholesalers. 

In *49 it dropped to 91 percent of the °48 price. 

Mr. Exuiorr. In dollars, what would that be, sir ¢ 

Mr. Keiioee. $76.17. 
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In 1950 we had the benefit of the Korean war and it was up to 113 
percent or to $93.75. 

In 1951 it settled back to 111 percent or to $92.49. 

In 1952 it settled further to 107 percent or to $89. 

In 1953 there was a little bulge, 111 percent, or to $92.21. 

And in 1954 it was back to 109 percent or to $90.88. 

Now, gentlemen, let me qualify this. 

These are not industry figures. As you remember, I made mention 
in my statement that these are the figures of one mill. But I think 
we can well consider it as a pattern. However, I want it to be made 
clear that I am not attempting to give you an average. 

Now, the progression of wages against this price pattern has been 
one of continual rise from 62 cents in 1948—if we use that as 100— it 
continually rises every year and reaches 137 percent in 1954, and re- 
cently it went up again and is now 140 percent. 

Mr. Enxiorr. In dollars and cents, what / 

Mr. Ketioce. In 1955. 

Mr. Extrorr. I am talking about in dollars and cents. 

Mr. Ketioaa. To 87 cents. 

Mr. Gwinn. Would the gentleman yield for a question there? 

Mr. McDowett. Yes. 

Mr. Gwinn. Have you got the comparable figure on profits in that. 
company for those periods in percentages ? 

Mr. Kewioce. Yes, sir. 

Would you like it for the years I gave? 

Mr. Gwinn. Just briefly, yes; just to see whether or not profits 
absorbed that rise to some extent. 

Mr. Kexioge. The profit before taxes for 1948 was $13.27. per 
thousand feet which we will call 100 percent. 

In 1949 it shrunk to 57 percent of that. 

In 1950 it came back up a little to 73 percent of that. 

Mr. Ex.torr. Give us the dollars and cents, too. 

Mr. Kextxoce. All right, we will cut out all percentages. 

In 1948 it was $13.27; 1949, $7.62; 1950, $9.74; 1951, $7.31; 1952, 
$5.18 ; 1953, $3.82; and 1954, $4.73. 

Profits per thousand feet can create a rather distorted picture unless 
you follow through with volume and turnover and all that. So I 
think that for your record, and to understand it, you should have these 
figures of return on the investment, which was a spectacular $20.24 in 
1948. These are percentage figures on investment. 

In 1949 it was 9.56 percent; 1950, 13.19 percent; 1951, 6.68 percent 
1952, 6.50; 1953, 3.91; and 1954, 4.64. 

Mr. McDowe t. Did you say those figures are before taxes or after?! 

Mr. Kexioce. The profit per thousand was before taxes. The re- 
turn on investment is after taxes. 

Mr. McDowet1. What impact would you say Federal taxes had 
upon those declining profit percentage figures ¢ 

Mr. Ketioce. Well, in ratio, very little, because this is a corpora- 
tion. And I don’t think the company which I illustrated paid any 
excess-profits tax. We have had this 52-percent tax for quite a while. 

Mr. McDowerxz. You further indicated, Mr. Kellogg, I believe, that 
your particular industry would probably meet the minimum wage even 
if it were raised to a dollar or if it were left alone. 

Mr. Ketxoae. I did, sir. 


’ 
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Mr. McDoweE.u. How long it would take, I assume you are referring 
to a reasonable time. 

That must reflect also your optimism as to the ability of the industry 
to pay a dollar minimum wage in the future. 

Mr. Ketioce, I did not intimate or say what you have concluded 
with respect to our ability to meet a dollar minimum wage. I only 
made the statement, which I stick to and reaffirm, that our industry 
has never held back to any wage floor. We have moved ahead with 
wage rates as best we could with the whole economy of the industry, 
anil in a good many cases this rate has been arrived at by bargaining 
with organized labor. 

Now, I will speculate that in proportion to the economy and the price 
of lumber we could absorb a higher minimum. But this would bring 
into discussion many things that I don’t know anything about such 
as the value of the dollar and all that. I could go a little bit further 
and say this, that if this industry could pay a dollar—but just as a 
sort of pushover proposition they were not doing it just because they 
were trying to exploit their labor and they wouldn’t pay it—we would 
have to have a considerably better market for us to be able to do that. 
We cannot do it today. 

The figures of this company are, I think, rather illustrative of what 
takes place with many of them. 

One must bear in mind that. we are a supply-and-demand industry. 
We do not set the price of our product. We never have and I don’t 
think I will live to see the day when we will. 

We cut down a tree and we don’t know what is in it until we get 
it to the mill and cut it up. Then we have to market the lumber to 
the best of our ability. The buyer, when lumber is in short supply, 
runs our price up and sometimes actually he gives us more profit than 
we are honestly entitled to. On the other hand, he turns right around 
6 months later and runs our price down to the point where our cost 
has nothing to do with the price he is willing to pay. 

I do not think it would be an exaggeration to make the statement that 
if you were to draw a graph of the price of southern hardwood lum- 
ber—and I am going to limit it to that, and my own thinking is that it 
picks up a whole lot of other lumber—that you never would have a 
continually level line. 

Maybe there would be periods of 6 to 8 months that there would not 
be too much of an upward movement or downward movement, That 
period would then be followed by a sharp dip or a sharp rise. Those 
are the conditions under which we operate, and, as you can readily 
see, they are not so simple. 

One might calculate and say: “Well, all right, there is so many dol- 
lars a thousand and tomorrow morning we will put out a new price 
sheet and mail that to our customers.” 

The broker in New York City or Chicago or Los Angeles who gets 
us on the phone or wires us and wants a car of lumber is not a bit inter- 
ested in our labor rates. He is only interested in our price as against 
quotations he is getting from everybody else. So you see that I could 
not sit here and honestly get too specific or too detailed as to just what 
happens. 

I admit in 1948 we made more money than we were entitled to. And 
I think that held pretty well for all the industry. Of course, those 
false profits fooled a lot of men that are not economically located, and 
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that created an oversupply. And it shows right here in 1949 what 
happened, and the same thing happened in 1951. 

In 1954 my own company could not market all of its production and 
we actually carried lumber over to this year. This year we are having 
a better volume but we are not having much of an increase in price. 

Mr. McDowett. Mr. Kellogg, I want to thank you for your very 
direct. answers and I am sure that you, as an executive in your com- 
pany, have many problems in markeing. That is not particularly 
the problem of this committee now. 

I only have one other question I wanted to ask and I am through. 
Could you not tell us again within this period from 1948 to now what 
the picture has been as to employment in the outward lumber industry 
in your area? Has it been increasing or decreasing? 

Mr. Ketxoaa. It has been decreasing. 

Mr. McDoweti. Thank you. 

Mr. Ket1occ. There are some fluctuations on these markets. Some 
of the smaller plants go up and down. But the overall picture for 
lumber employment in the South has been declining. 

Mr. McDowe tt. Thank you, Mr. Chairman. 

Mr. Exntaorr. Mrs. Green ? 

Mrs. Green. Following that, how many weeks does the average 
person work during the year? 

Mr. Keuioce. In the larger plants, full employment. 

Mrs. Green. In your plant? 

Mr. Ketioce. Full employment. 

Mrs. Green. Fifty-two weeks all of them, is that right? 

Mr. Keiioce. Well, they get a vacation. Maybe 51 would be a more 
accurate statement in that most sawmills get into a sort of annual over- 
haul repair that usually knocks out about a week. 

Mrs. Green. Lumbering is an important industry in my State, 
yet it is very seasonal. 

Mr. Ketioce. May I ask where? 

Mrs. Green. Oregon. Certainly our people are employed just part 
of the year. 

Mr. Ketxioce. Well, don’t the larger mills run all year? 

Mrs. Green. Some of them do. But with a great many of them 
there is terrific unemployment during the wintertime. Of comnrse, it 
is weather partly. 

Mr. Kexxoc. In answering your question, I was talking about the 

rmanent, well set up, shall we say, reasonably managed operation. 
We have thousands of mills in both hardwood and pine that do operate 
seasonally. A great many of them work easton , alternating with 
crop work on the farm. So that I did want to be sure that we were 
talking about the same thing. 

Mrs. Green. On page 5 you talk about the increase in the labor cost. 
And one of the other gentlemen said that the average person was 
receiving 88.9 cents an hour. Was that the figure which you quoted 
a moment ago? 

Mr. Kexxoee. I do not think we should say the average person was 
receiving that. 

Mrs. aug The average hourly wage. 

Mr. Ketiocc. The rate paid. 

Mrs. Green. All right. 
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Mr. Kextxioee. May I be sure you get that picture. That is taking 
the base rates, which could not be less than 75 cents, and also taking 
all of the higher skilled ones. 

Mrs. GREEN. I am at a loss to understand your statement, then, on 
page 5, that if this is increased to 90 cents, a 9-percent direct increase 
in labor cost would have resulted in a loss for over 50 percent of oper- 
ators, or they would be operating without any profit. 

Do you mean to say that a 1.1 cent increase would eliminate 50 
percent of the operators? 

Mr. Kextxocc. Definitely not. But I do not think that you are 
getting that one point from the right figures. 

You have a minimum wage. The average wage does not tie in with 
this statement. If you hire 100 people and 75 of them are at one 
figure, then you start adding on up, you come out with this, I guess 
you would call it, a mean average. But that is your 88 cents. 

When you increase three-quarters of those—— 

Mrs. Green. You would increase three-quarters of them ? 

Mr. Ketioce. No, you would increase roughly a third. Of course, 
it depends on where you set the minimum. 

Mrs. Green. All right, if you set it at 90 cents. 

Mr. Ketioce. At 90 cents you probably would increase two-thirds. 

Mrs. Green. Two-thirds of the workers are being paid less than 90 
cents. 

Mr. Kexioce. That, I think, is a pretty fair statement. 

Mrs, Green. And you feel that that is an accurate statement that 
over 50 percent of your operators then would be operating at a loss? 

Mr. Kexiioee. Definitely. 

Mrs, Green. On page 13 you make rather a strong statement that 
the inerease in cost will do three things: one, it will distort the econ- 
omy ; two, prevent free bargaining; and, three, it will be inflationary. 

When Mr. Larson, the Assistant Secretary of Labor, was here the 
other day he made the statement that if the minimum wage were 
increased to 90 cents that the total impact on the total payroll of the 
country would be—it was either one-sixth or one-seventh of 1 percent. 
Do vou think that that kind of an increase is going to be inflationary ¢ 

Mr. Ketxoee. I am not competent to judge his percent. 

Mrs. Green. That was Department of Labor statistics. 

Mr. Ketioae. T have not always agreed with all the answers they 
come out with. I have tried to apply them to my business. I do 
not feel competent to criticize the validity of them. 

Mrs. Green. Do you have any other figures that are better ? 

Mr. Ketsoee. No. 

Mrs. Green. I thought if his figures were generally accepted at 
% cents, with an increase of one-sixth or one-seventh, that does not 
seem to me very inflationary. 

If the minimum wage were increased to a dollar, I believe his testi- 
mony was that the total impact on the total payroll would be either 
214 or 21% percent. In either case it would be questionable how infla- 
tionary that would be. 

Mr. Krt1toaa. To really pass an opinion, you would have to explain 
to me just what you mean by its being inflationary. We are prone 
to use that term rather carelessly. hen one gets right down to a 
specific thing of raising a certain number of people in the country 
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so many cents an hour, just what do you mean when you say it will 
be a half of 1 percent inflationary ? 

Mrs. Green. That is your statement. You say that any increased 
cost will be inflationary. What do you mean by that? 

Mr. Ketrocc. Because it will raise the price of lumber and will put 
a lot of people out of employment. 

I think the State of Louisiana might be thought of as having the 
largest welfare program of any State in the Union. Raising the 
minimum wage will cause a lot of people to draw welfare from the 
State of Louisiana. That, in turn, is inflationary. 

I don’t think a dollar minimum will break me. I have no idea 
of going out of business. I think I can ride out 2 or 3 years of 
loss. It might be that 3 months after a new minimum is passed 
I might be enjoying big profits. But I will only do it at greatly 
increased prices in lumber. As we use the word “inflationary” it 
usually ties in with rising prices. 

Mrs. Green. Then, do I understand you correctly that, as you 
use the word “inflationary” on page 13, you mean inflationary only 
in the lumber business in Louisiana ? 

Mr. Ketxoae. I will go broader than Louisiana and say it will be 
inflationary in the lumber business. 

Mrs. Green. That is what you mean by that term on page 13% You 
do not mean inflationary for the whole economy of the country ¢ 

Mr. Ker1oec. I will have to plead guilty to that. When I used 
the word perhaps that was in my mind. But I will definitely state 
that it will be inflationary in the lumber business. 

Mrs. Green. In reverse order, that is one of the things that you 
predict will happen. If we have an increase, the second one you 
say it will prevent free bargaining between employees and employers. 

In my State a raise to $1.25 will affect very, very few people. We 
are already well above that. And it has never prevented free bar- 
gaining. I am at a loss to find out how a raise in the minimum will 
prevent free bargaining. 

Mr. Ketioce. If you raised it to any figure above what is being paid 
now to any employees in the plant, the bargaining couldn’t go beyond 
that. 

Mrs. Green. Why, when is it a minimum ? 

Mr. Ketiocc. Because the economics of the lumber business are such 
that there just will not be any choice for the men to do that. 

Now, as the economy of this thing moves up, what happens’ I have 
tried to present this reasonably, and all of it ties in with the present 
lumber markets. What has happened? The postwar prosperity has 
died out. We are in years of a spectacular housing and building 
boom but our production and price are declining. We do not have 
an economic vision ahead of us. We cannot picture what the future 
holds. 

Well, all right. Lumber will go up $10 a thousand because the 
aluminum and steel people—— 

Mrs. Green. This is not bargaining, free bargaining here. 

Mr. Ketxoce. I wanted to point this out: Take a dollar. My own 
unionman, the man who comes around and does the heavy negotiating 
for his people, will just. come in with a smile on his face and say, 
“Well, there isn’t much for us to talk about, is there?” 
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What else could he do? He knows that I will be sweating to try to 
operate for a dollar. 

Mrs. GREEN. Is that what happened after the 75-cent minimum 
wage went in; there was no more free bargaining ? 

Mr. Kextxocc. No. It cut off free bargaining until the economy of 
the South and the lumber business justified it for both labor and 
the employer. The rates then went up and they continued to go up. 

Now in 1951 when the union came in to negotiate there were no 
negotiations to it. It was just a case of “All right, let’s sign a new 
contract with the legal wage.” 

When he came back in 1952 they wanted an increase and they got it 
and they have had two more since then. 

Mrs. Green. But you have also testified that you are paying above 
the minimum wage. 

Mr. Ketioce. We are. 

Mrs. Green. Why wouldn’t there be room for negotiation then? 

Mr. Ketioce. You are proposing to go way above what I am paying 
how. 

Mrs. Green. I certainly cannot follow your reasoning on that, that 
there would be no more free bargaining if a new minimum wage is 
established. 

Mr. Ke.uoeg, Perhaps I should have said that a little bit more com- 
pletely. I should have said this: As the minimum moves up beyond 
the level that the economy of the industry can pay, you then put a 
ceiling or a stop to all bargaining until such time as the economy 
of the industry can exceed that minimum. Then there will be free 
bargaining until another proposal is made to have another legal 
minimum. This would again push the whole economy several more 
steps up the ladder which it would have to strive to climb to again. 

Mrs. Green. I do not accept that premise. But if I did then again 
you are saying that it would prevent free bargaining in your par- 
ticular industry. You would not say that it would prevent free bar- 
gaining across the country; that if we raise the minimum wage in the 
United States to 90 cents or a dollar that it is going to prevent free 
bargaining in Washington, Oregon, Pennsylvania or New York or 
any other place, are you? 

Mr. Kerioea. No. The areas you have named have very few em- 
ployees on wages as low as that. 

Mrs. Green. Then in this paragraph you are really talking only 
about Louisiana and the lumber industry as far as inflationary effects 
would be concerned and as far as free bargaining is concerned ¢ 

Mr. Keurioce. No. 1 say that it would prevent free bargaining any 
place in the country if the bargaining of today is at a level under the 
minimum that would be set. Then you immediately have built this 
flight of steps, so to speak, which wili just have to crawl up them- 
selves. Then prosperity in the industry has to push up over that mini- 
mum before there is any actual bargaining. 

Mr. Wier. Will you yield? 

Mrs. Green. Yes. 

Mr. Wier. I think what he is trying to point out here in the way of 
bargaining is that as to two-thirds of his employees, when the com- 
mittee comes in to the mill to bargain, your mind is already made up. 

Mr. Kritoea. I wish that were true. 
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Mr. Wier. I know it is because you have just said it here, that two- 
thirds of your employees will be on the minimum wage. There is no 
bargaining there. ‘That is what you call the common labor. But you 
still have some employees that justify a need for more money than the 
minimum wage, your experienced men, your skilled men. You have 
got some skilled men in every factory. That is where you still have 
to bargain because you are not going to pay your engineers and your 
filers the same wage as the common laborers get, are you ? 

Mr. Ketroce. No. 

Mr. Wier. So what you are saying is that it will remove two-thirds 
of your employees from bargaining because your minimum wage at a 
dollar is as far as you are going to go with them, but you will bargain 
with one-third of your employees that you think are entitled to a little 
more money than the minimum wage. And in order to keep them you 
would have to pay them more. Is that correct? 

Mr. Ketxoee. In theory it sounds all right. But, practically, you 
could not do that. 

Mr. Wier. You have already admitted that you cannot go any 
higher than the minimum for two-thirds of your force. 

Mr. Kettoee. And we will be very hard pressed to do any bargaining 
with any of the others because of two things: the economics of it and 
the way the union functions. It is very difficult to go into a room 
with a bunch of unionmen and pick out a few people in your organiza- 
tion and say “Now, look, I want to bargain to give these few a raise. 
and not give the others any, or to give these few more than the amount 
you get here.” 

They are great on a flat plastering of so much per hour right straight 
across. And it has telescoped the wage schedule a good deal. There 
is not the range today percentagewise between the common laborer and 
the skilled laborer that there used to be before we had a legal minimum. 
And it will never return. The higher the legal minimum is set the 
more telescoping effect it will have upon the differentials. 

Mr. Wier. We are going to help you out with some of your bar- 

aining. 
5 Mr. Ketxoee. I wish I could believe that. I think you are com- 
plicating it very seriously myself. 

Mr. Wier. That is all Thawe. 

Mr. Exxtorr. Mr. McConnell ? 

Mr. McConneutt. Mr. Chairman, I think these discussions have 
highlighted something that has bothered me for a good many years. 
I have always disliked the rigidity of a flat rate for the whole country 
which cannot be changed up or down in anyway. I have always felt 
that as a whole there are many industries that we can apply a minimum 
wage to of a certain figure very well. But we always get into border- 
line and marginal cases. And they are subject to this act and they 
either have to conform or they have to get rid of employees. Or, if 
they cannot work it out that way, they even may be driven out of 
business. 

It always seemed to me that there ought to be some type of escape 
clause or approach whereby things could be worked out. For in- 
stance, what good is it to a person who is making, we will say, $30 or 
$40 a week if, under the readjustments required by a rigid, high mini- 
mum for their particular setup, these employees have to be dropped ? 
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I would rather have a $28 a week or $30 a week than nothing. And 
that is the part of this whole program that bothers me. 

It seems there should be some way that we should develop a more 
flexible approach to this thing, particularly as we raise the minimum 
higher. 

I do not like to be a grandstand quarterback. It is very easy to tell 
a businessman how to run his business when you are sitting in some 
other position, as many of us are. But it seems to me that in this 
whole ys we do run the danger of restricting bargaining. 

For instance, suppose that a union could work out a very good ar- 
rangement for a certain class of the employees in a marginal business 
whereby they could be employed at 95 cents even if the minimum were 
a dollar, and unemployment would thus be cut down. They are not 
free to bargain for that amount because we have a rigid legislated 
schedule set up. And to me that is the whole question of this law at the 
present time. 

I do not know how it should be handled or how it should be solved, 
whether there should be industry committees to make adjustment in 
hardship cases. But, outside of learners and the physically handi- 
capped, every single person, every single employee, with the exception 
of the exemptions, engaged in the production of goods for commerce is 
subject to this law. 

Now have you any ideas on that from any practical experience you 
might have? I value your judgment because you are right in the com- 
mercial business field and running a business, and that is important. 

Mr. Ketxoce. I agree with you most emphatically on the acute need 
for such a solution. It would be easy to rattle off a sort of pattern 
here as to how I might figure I could work my problems out. But 
I do not know how you could build the fences to prevent exploitation 
and evasion and all of the complications that enter invo trying to 
write a law in Washington that applies to everybody in the whole 
United States under all conditions. I personnlly have never made 
any money or have never had any pleasure operating a business either 
as an employee or an employer except in times when wages were rela- 
tively good. It is the rising wages, the prices that go with them and 
the prosperity that makes everybody happy, contented, and furnishes 
them the living they should have. 

It seems to me that it is very difficult. If there were an appraisal, 
a searching look through this country for the number of people that 
are being exploited by their employers, where the 75-cents-an-hour 
minimum holds them down to less in substance than they can live on, 
vou will find some of that probably, but I do not believe you will find 
it in the covered industries. 

Now I want to make my comments in an area that I beel I know some- 
thing about. We have a lot of people in our area who do not make 
much money. They don’t want to, they never have, and they never 
will, And with our welfare programs and all the rest of it they defir 
itely never will make it. That is the extreme view. 

We also have a lot of people in our area who do not make as much 
money today, because of the minimum wage law, as they could make 
if these arbitrary floors and ceilings had not been injected at intervals 
which caused a telescoping of these wage rates. 

We listened to a man this morning who said something about the 
poor worker who has no bargaining power and does not have the 
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financial security to take the risk necessary to improve his power. 
That still applies to the man who is making $2 an hour. He is living 
on astandard. He has a wife and maybe he has a daughter going to 
high school, and all the other things that go with these relative se- 
curities. The higher skilled people do not make as much money.today 
as they would have if there had never #en a minimum wage, assum- 
ing that the employment levels were the same, that prices and all of 
the history of business had remained the same and all of it had been 
left to free bargaining, using it in a broad sense maybe, just between 
the individual employee and his employer. 

The finest security that the lumber worker has is the keen competi- 
tion between the mills themselves for the best labor. If I do not pay a 
blocksetter or a sawyer or somebody else a rate that is fair and reason- 
able and in line with the industry I do not keep him because I have 
too many of my good neighbors who come snooping around and hire 
them away from me. 

The same thing applies to common labor. You cannot get away 
from that. 

I run a mill in Alexandria, La., a town of about 50,000 people. 
There are four sawmills in town, and several within a radius of a 
few miles in addition to these. In this free American life you just 
simply cannot keep a fellow working for you if you do not pay him 
what he feels he is entitled to and what the area gives. 

Mr. McConnexi. Mr. Kellogg, getting to another question, the 
question of the inflationary effect of a rise in the minimum wage rate, 
raising the minimum rate, we will say, from 75 cents to $1.25 would 
be an increase from the 1949 raise, or 1950 when it went into effect, of 
around 66-and-a-fraction percent. Would that have a tendency to 
set a pattern throughout the industry whereby employees and em- 
ployee groups who had not received an increase of around 66-and-a- 
fraction percent since 1949 would be, you might say, receiving an in- 
centive to go after it? By that method you would have a general rise 
in wage rates and a corresponding rise in prices, and there would be 
your inflationary spiral. Would that be correct? 

I do not know what the rates are. 

Mr. Ketroce. Your question is directed to its effect on wages all 
over the country. 

I have to state that in my opinion it would. T think that the worker 
in the lumber industry in the State of Oregon who today is drawing 
$1.67 or $1.87 minimum wage—it is way up there and I do not know 
the exact figure—if he looks at himself as compared to the 75-cent 
man in the South, I think if you give a 50-cent increase on the South- 
ern man the fellow in Oregon will say, “I want 50 cents, too.” 

There is a little difference there, and it has worked out to the 
employer’s advantage. The unions work in cents rather than in per- 
centage. Ofcourse, it is very simple. If you had a 50-cent minimum 
wage and you have skilled employees who are getting a dollar, and you 
raise the minimum 10 cents, which would be a 20-percent increase, you 
have done nothing to legally change this dollarman. So his employer 
says “Well, O. K., Joe. We are going to go through here with a 
10-cent raise.” And the man now gets $1.10 as against 60 cents, He 
no longer draws twice as much as the other fellow. And you can see 
how that has worked. 
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And if you go back to a base of 25 cents, it has created a great tele- 
scoping of these wages, as the term has been used. 

Mr. McConne tt. | think the figures submitted by the Department 
show that there had been an increase in wages in various industries 
ranging from around 5 percent to around forty-some percent since 
1949. The 5 percent and 7 percent in that area was mainly m the 
textile field, if I remember correctly. And in various manufacturing 
groups it ranged from around 31, I think, to about 41 percent. 

Now I was relating that to increasing the minimum from 75 cents 
to $1.25, which would be an increase of 66-and-a-fraction percent. I 
am just wondering whether that would not present a pattern which 
would be above what. has been established since 1949 in industry gen- 
erally, and therefore would lead to demands throughout industry for 
an increased amount in wages. That is the purpose of my discussion. 
Of course, not knowing the figures, you are not in a position to answer. 

Mr. Kexxioge. Those are overall industry figures. 

Mr. McConneiu. Yes. 

Mr. Ketiroce. Certainly it would appear that that would be the 
effect of it. 

Mr. McConnetu. There is a good likelihood that, in view of the 
action of the other body of Congress, and discussions I have had, that 
the rate will be increased to about a dollar. And assuming that 
should take place, what is your opinion about a delay in putting it 
into effect? Just how do you feel about it ? 

Should it go into effect immediately or should there be a delay until 
January, as the Senate has written it? Or should there be a little 
longer delay? What is your opinion about that factor? 

Mr. Kexioee. I would like to suggest—and this may be imposing 
on your question a little—if this body decides that there has to be a 
substantial increase, it seems to me that they could very intelligently 
apply this adjustment in small doses. Don’t give the child more pills 
than he can swallow in 1 night. I think a progressive arrival at the 
point that you feel is the one you have to go to would be most desirable. 

Now I will more directly answer your question. I do not have any 
specific answer. I could not tell you or back up any reasons for a 
certain number of months or any period. But it dite seem to me that, 
as I thing it was brought out the other day, just considering the equity 
of realizing people with commitments and contracts on the present 
basis, it would be very unfair to slap those increased costs on them 
before they had an opportunity to adjust to it. 

Prefacing it with that, I would say that certainly January 1 would 
be a minimum to allow such an adjustment. 

Mrs. Green. Would the gentleman yield ? 

Mr. McConne tu. Yes. 

Mrs. Grean. I have a letter from the American Public Welfare 
Association, directly relating to the minimum wage. I would ask 
unanimous consent that it be inserted in the record at this point. 

Mr. Exxiorr. Without objection, it is so ordered. 
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(The letter referred to follows :) 


AMERICAN PUBLIC WELFARE ASSOCIATION, 
Chicago, Ill., June 7, 1955. 
Hon. EpitH GREEN, 
House Committee on Education and Labor, 
House Office Building, Washington, D. C. 


My Dear Mrs. GREEN: The American Public Welfare Association wishes to ex- 
press its support of Federal legislation which will raise the present minimum 
wage to an amount assuring workers and their dependents a healthy diet, suf- 
ficient clothing, decent housing, and adequate education. The present amount 
(75 cents an hour) was adopted in 1949 and was inadequate then, as the House 
Committee on Education and Labor reported. In the intervening years, the Con- 
sumers Price Index, as reported by the Bureau of Labor Statistics, rose 14 per- 
cent (January 1950 to November 1954). 

We have an immediate interest in adequate wages. The American Public 
Welfare Association is a nonpartisan organization composed of: (1) State and 
local departments of public welfare; (2) individuals engaged in public welfare at 
all levels of government; and (3) persons outside government interested in 
public welfare programs, Affiliated with it are: The National Council of State 
Public Assistance and Welfare Administrators, the National Council of Local 
Public Welfare Administrators. 

It is thus obvious that our members are in close official contact, throughout 
the Nation, with recipients of governmental assistance, at whatever level of 
government given. Many of these recipients are not themselves, of course, in 
the labor market; they are kept from it by advanced age, youth, prolonged ill- 
ness, or other causes. But many of them are members of families, or have close 
relatives, who are workers in the full, normal sense of the word and subject to 
the conditions of the labor market. From their earnings come, often, contri- 
butions to the support and needs of recipients of governmental assistance, and 
the amount of the contribution they can make depends upon the amount of 
their earnings. Moreover, most States have laws holding members of families 
and close relatives responsible, in some degree, for the support of persons in 
need of receiving governmental assistance. Public-welfare workers advise and 
consult with families in need of assistance; hence our interest in adequate 
wages for people in the labor market. Among the wage-earning relatives of 
beneficiaries of governmental assistance are many workers, of course, on pay- 
rolls subject to the minimum-wage legislation approved by the Congress. 

There are many detrimental effects of low wages: 

(1) Inadequate incomes mean the level of nutrition in family diets is below 
satisfactory health standards. 

(2) Inadequate incomes often mean insufficient and unseasonable clothing, 
inability to hire doctors, neglest of tooth decay, and other threats to elementary 
health needs. 

(3) Inadequate incomes require families to live in crowded and unsanitary 
houses, thus producing slum areas, which in turn offer themselves as a breed- 
ing ground for crime and juvenile delinquency. 

(4) Inadequate incomes deprive the growing members of the family of the 
essentials of an ordinary education, force children into early employment, and 
thus handicap them throughout their lives. 

These effectis of inadequate incomes are in many cases the direct. or indirect 
reasons for application for public assistance. Public-welfare workers have 
long stood for those provisions which will prevent the need for public assistance. 
It is evident that an adequate family income is one such provision. 

We add our testimony, therefore, to this general view of the effect of in- 
sufficient earnings and wages because we feel that we have exceptional oppor- 
tunities to observe the facts where they are to be found at first hand—in the 
homes and lives of families receiving low wages and inadequate incomes. We 
request that this statement be included in the record. 

Sincerely yours, 
Marte D. Lang, 
APWA Washington Representative. 


Mr. Gwin. I agree so thoroughly with your philosophy, Mr. Kel- 
logg, that I have few questions to ask. I agree with the experience 
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you have had which is bound to follow in an artificial interruption or 
intervention of the free market. 

But I would like you to clarify a little, though, a statement which 
I understood you to make a while ago that in a free market your 
highly skilled men like your filers and sawyers would be doing better 
in the free market if it were not for this artificial price level that 
is put on just below his rank. That is, the very fact that you are 
forced by law to pay a minimum wage to your less-skilled people 
takes from the same pot money that you might pay to your skilled 
man. But you are restricted in the amount of money in the pot by 
the legal intervention at the lower level. 

Is that stating the situation or not? 

Mr. Kexxoge. Substantially. Certainly it is on the right track. 

I would say this, that, as in the past, when the minimum wage was 
first established and increases were put on, that pushed and forced 
the economy. They were high for the immediate picture. The em- 
ployer had nothing to do in coping with that but to curtail all of 
on that he could and try to get by under that the best he 
could. 

Mr. Gwinn. So the tendency was to flatten it out. 

Mr. Ketxocee. It flattened out. And it has this very serious un- 
American flattening too: for instance, if you line up a hundred men, 
all of whom may be working in a lumberyard, it is practically im- 
possible to give those men rewards based on their quality of work 
because of this ceiling that flattens all of them out. 

Mr. Gwinn. That is where the interference with bargaining comes 
into play. 

Mr. Ketxoce. That is right. 

Mr. Gwinn. The Leteiiialiens will sooner or later put out of busi- 
ness the union agents and the free-bargaining process. 

Do you see any evidence in your State, any agitation at all for 
action at the State legislature level to stop the Federal Government 
from doing all of this business, managing prices, subsidizing, going 
into business generally ? 

Mr. Ketzoce. I am not aware of anything that has moved to the 
point of designed legislative action. I hear a great deal of conversa- 
tion about it though. 

Mr. Gwinn. About State’s rights and all that? 

Mr. Ketxoea. Definitely. And there is a good deal of criticism on 
the part of individuals. Numerically it is a large number that object 
to it. 

Mr. Gwinn. How do you think you are going to get any relief from 
the Federal Government if you don’t take some action by the States? 

Mr. Kextxoce. Well, that certainly seems the place where it should 
start. Lagree with you in principle. I don’t take an active part. I 
am not close enough to the State legislature to say anything beyond 
that. 

Mr. Gwinn. If your conscience is prodded up here to go back home 
and start trying to save yourselves by taking action in strengthening 
the States, taking away the power that we are trying to exercise over 
you up here, then maybe these hearings from your point of view and 
mine would be worth while. 

That is all, Mr. Chairman. 
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Mr. Extiorr. Thank you very much, Mr. Kellogg, for your very 
fine age courteous statement. We appreciate your appearance very 
much. 

Mr. Kruxoce. Thank you, Mr. Chairman. 

Mr. Exxiorr. At this time we have as the next witness Mr. Charles 
R. Ransom. 

Mr. Ransom, will you come around and give your name, please, sir, 
for the record ? 

I would like to say to the gentleman and to the members of the com- 
mittee that, in addition to Mr. Ransom, we have one other witness, 
Mr. Mark Townsend. It has. been our intention to try to complete 
these witnesses before we adjourn. And when we do adjourn it will 
be until Tuesday at 9:30. We only have authority from the chair- 
man to hold this meeting today, and until we get further authority 
from him, at least it will be Tuesday until we can meet again. 

Proceed, Mr. Ransom. 


STATEMENT OF CHARLES R. RANSOM, PRESIDENT, W. A. RANSOM 
LUMBER C0., HARAHAN, LA. 


Mr. Ransom. Mr. Chairman, my name is Charles R. Ransom. I am 
president of the W. A. Ransom Lumber Co., of Harahan, La. 

Mr. Gwinn. Might I make a suggestion? If it is posible, could the 
witness cover the points that he wants and eliminate, if he can, the 
points we have covered so far? 

Mr. Wier. He has a very short statement. 

Mr. Ransom. It will only take about two and a half minutes to 


make this statement. 

We operate a. medium-size hardwood sawmill employing about 100 
men. We have a minimum of 80 cents per hour and an average rate 
of 88 cents per hour. . 

We manufacture 10 to 11 million feet of hardwod lumber per year 
from logs which we purchase and from logs which come from timber 
we buy. 

Hardwood mills put in a very large amount of labor in getting a 
thousand board feet of lumber production. Where many mills in 
other regions are just sawing a certain kind of tree into 4 or 5 grades, 
our mill is sawing 20 different kinds of hardwood trees—cutting 
them for certain grades and special qualities for a great many differ- 
ent end uses, including stocks for furniture and special wood prod- 
ucts, paneling, boxes, pallets, et cetera. Each log has to be given 
special treatment when it goes through the saw and then resawn or 
cut to meet the special purpose for which the hardwood stock is 
needed. As a result, the man-hours it takes to produce a thousand 
board-feet of hardwood runs much higher than in some other types 
of lumber production. 

While in the past few years we have given considerable attention 
to improvements in our mill—those that are within our limits—you 
ean see that. labor requirements to a large extent have remained un- 
changed. There is little hope of getting improvements in output 
through better equipment. to offset. our labor costs which are always 
going up. In that sense I guess we are in the same spot. as many 
small sawmills that are not only in competition with each other but 
with several industries that have huge capital investments per worker 
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turning out materials in competition with lumber, and particularly 
hardwood. 

During the last 8 months of our fiscal year we had an operating 
profit of 55 cents per thousand feet. We estimate that an increase in 
the minimum wage to 90 cents per hour would increase our costs $5 
per thousand feet, and that an increase to $1 would increase our costs 
by $6. Thus, on the basis of a 90-cent minimum wage we would have 
a loss so far this year of $2.45 per thousand feet, and on the basis of 
$1, a loss of $5.45 per thousand feet. 

These cost increases are based on very conservative figures. They 
do not take into consideration higher prices we will have to pay for 
logs we buy. These logs are brought to our mill by small operators 
who in turn, like ourselves, will have to pay higher wages if the mini- 
mum rate is raised. When you consider the fact that there will be 
increases in unemployment and fire insurance based on payrolls, as 
well as increases to keep salaried and more skilled workers in line 
with the lower ones, you can see that the minimum wage has a pyra- 
miding effect. 

If the Federal Government is going to control me on one end by 
so fixing my costs so that I cannot go below a certain level, and, on 
the other end, there are factors at work over which I have no control 
whatsoever, I am over the barrel. Now I am not going to tell you 
gentlemen that the day the higher minimum wage goes into effect I 
am going out of business. But I must be frank and tell you what a 
higher minimum is going to do. I am going to be able to go along for 
several months—I might even last until there is an improvement in 
the market prices for hardwood lumber that will pull me out of the 
hole. But that is problematic. An increase in the sale price of our 
product might be a salvation, but inasmuch as we are in a highly com- 
petitive industry, this is not likely to come about suddenly. At least 
it probably won't happen in time to be of any help to us. 

Our neighbors are in approximately the same position. You might 
say our workers are faced with a future as uncertain as our own under 
the higher minimum that is supposed to help them. They are mostly 
unskilled ; recruited from farms. We feel they would be much better 
off at the 80-cent minimum we are paying than if we are forced to 
shut down and they are obliged to seek seasonal farm jobs at much 
less wages. It seems to me that in many hardwood mills it will be 
a case of a job at the present-going minimum rates of pay or a higher 
minimum fixed by law and no job. 

There is no question in my mind that an increase in the minimum 
wage is definitely going to work a severe hardship on the small and 
medium-size operators who in the main are the backbone of our 
industry. 

Mr. Exxiorr. Thank you very much, Mr. Ransom. 

Mr. Wier? 

Mr. Wier. I have no questions. 

Mr. Exatorr. Mr. McConnell? 

Mr. McConnetu. I hav no questions. 

Mr. Exuiorr. Mr. Gwinn? 

Mr. Gwinn. Mr. Ransom, how do your workers feel about this? Do 
they know anything about it? Have they said anything or had any 
meetings about it ? 


684895546 
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Mr. Ransom. Not tomy knowledge, Congressman. 

Mr. Gwinn. They do not know they are involved. They expect you 
to take care of the situation ? 

Mr. Ransom. That is correct. 

Mr. Gwinn. Do the union leaders take any position down there 
that you know of on this subject ? 

Mr. Ransom. No, sir. 

Mr. Gwinn. Your mills are tnot organized generally ¢ 

Mr. Ransom. Yessir, my mill is organized. 

Mr. Gwinn. Have you ever talked this over with the union ? 

Mr. Ransom. No, sir. 

Mr. Gwinn. That is all. 

Mr. Exnrorr. Thank you very much, Mr. Ransom. 

Mr. Mark Townsend, will you some around, please, sir. 

Mr. Townsend, do you have a written statement ? 


STATEMENT OF MARK TOWNSEND, STUTTGART, ARK. 


Mr. Townsenp. Mr. Chairman, will surely not take but a minute or 
twoof yourtime. Itis very short. 

Mr. Exniorr. Do you have copies for the members of the committee ? 

Mr. TownsEnD. No; I donot. 

Mr. Exxrorr. Proceed. 

Mr. Townsenp. It is more or less off the cuff. 

Mr. Exxiorr. That is quite all right. 

Mr. McConnell has suggested that that is often a good way to.pre- 
sent testimony. 

You may proceed. 

Mr. Townsenp. My name is Mark Townsend. I own and operate 
a medimum-sized sawmill at Stuttgart, Ark. I am not opposed to the 
basic underlying principles of the fair labor standards law. And I 
think that every man should actually be entitled to a fair wage. But 
I think this wage should be determined more or less on the basis of 
what its purchasing power would be. I think that this purchasing 
power would vary in different geographical locations of the country. 

Should an increase be made in our minimum wage I think that the 
South would possibly be affected more than any other section. And 
I do think that we have in our part of the country many compensa- 
tions other than hourly wages for our employees. We have low- 
rental housing; we have low transportation costs; we have, I think, 
better climate and several other things. And I think that these com- 
pensations should certainly be considered by any of the proponents of 
a higher minimum wage. 

Now I can tell you the effect of what different increases in the mini- 
mum would have upon my own business. And I do say that T have 
done everything I could to increase the efficiency of my business 
through the very latest machinery and lumber-handling equipment. 
It is considered a very efficient operation. 

Mr. Extiorr. What size is your mill, Mr. Townsend ? 

Mr. Townsenp. It is what we call an 8-foot band mill. 

Mr. Exxiort. In yearly capacity ? 

Mr. Townsend. We cut about 7 to 8 million feet. 

Mr. Exttorrt. Is it pine or hardwood? 

Mr. Townsenp. All hardwood. 
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Mr. Gwinn. How many employees do you have? 

Mr. TownsEnpD. I would say from 60 to 75. 

Mr. Exxiorr. How long have you been in the business ? 

Mr. Townsenp. Always. It is all I know. 

Mr. Exxiorr. What is your minimum wage now? 

Mr. TownsEnpD. 80 cents. 

In coming to these profit figures— I have it in profit; not in per- 
centages—I did not include any salaried employees or any overhead 
costs such as fire insurance or anything that might be brought into it. 
If we should increase our minimum to 90 cents we would have had an 
operating profit in 1954 of $4,288. If we would have had a minimum 
of $1 we would have had a loss of $18,386. And a $1.25 minimum 
would have given us a loss of $78,366. 

These figures are based on 1954. And I think that it is the opinion 
of most of the members of the industry, and I think the record would 
support it, that business in 1954 was normal or above. And yet with 
this lowest. proposed minimum I do not think that a $4,000 profit would 
be adequate, 


Mr. Exxiorr. What was your profit last year on your investment, 
Mr. Townsend? Just roughly. 

Mr. Townsenp. Last year I would say it would have been one-half 
of 1 percent. That is tlie the $4,000 based on the 90-cent minimum. 

Of course, the only way that we could have increased that profit 
would have been to have tried to increase the efficiency of this mini- 
mum wage earner. 

Mr. Exxiorr. If the minimum wage becomes a dollar an hour what 
steps will you take to stay in business, sir? 

Mr. Townsenp. I do not know. I will run. I will be there for a 
while. We will have to watch our overtime. Instead of having 2 
or 3 extra men around to fill in, we will just not use them. I do not 
know how we can afford any more machinery that would save us any 
labor. I do not know how we could do that. But we might find 
something. We would certainly have to make an effort. 

Or if we were to get an increase in price we might receive a fair 
profit. 

Mr. Extiorr. Would it not necessarily follow that if the minimum 
wage goes to $1 an hour that the price will have to be increased 
somewhat ¢ 

Mr. Townsenp. Mr. Chairman, I do not think so. The reason for 
that is that lumber is so competitive and we have so many substitutes. 
For anything you pick up that is made of wood now there is a substi- 
tute—plastic, rubber, glass. And it is not so much that we could not 
furnish it, but that the other man with his methods of automation 
can make the product cheaper. It may not be as good, but anyway 
it will sell. It will take the place of our wood product. 

We are more or less affected by imports of wood which is produced 
in cheap-labor countries. That is not too big a problem right now, 
but I think it will be. 

Mr. Exxiorr. You think it will grow larger? 

Mr. Townsenp. I sure do. 

Mr. Ex.iorz. What are some of the principal woods that are um- 
ported, sir? 

Mr. Townsenp. There is quite an inflow of Japanese oak on the 
west coast. We cannot ship our oak to the west coast like we used to 





698 AMENDMENT TO INCREASE THE MINIMUM WAGE 


because they are buying Japanese oak, which they can buy cheaper 
there. 

Mr. Ex.iorr. How do they bring it into this country? In log or 
lumber form ? 

Mr. Townsenp. I think principally in lumber form. 

Mr. Exxiorr. What are the qualities of Japanese oak as compared to 
the southern American oak ¢ 

Mr. Townsenp. I have never seen a piece of it, but I understand 
from the people with whom I have talked about it that it is very good, 
that the quality would be as good as our lumber. I think it is softer. 
And it is certainly very well manufactured. 

Mr. Exxiorr. Do you know what the approximate cost is to the west 
coast people who buy it? 

Mr. Townsenpv. No. I would say offhand—and I could be corrected 
on this—that it is probably $25 a thousand cheaper. 

Mr. Exuiorr. Twenty-five dollars a thousand cheaper than ours? 

Mr. Townsenp. Yes, sir. That is, the west coast buyer out there 
‘an buy Japanese oak of the same grade, delivered to his plant, $25 a 
thousand cheaper than he can buy from my plant in Stuttgart, Ark. 
I might stand corrected on that price. I do not know that differential. 
But I think I am nearly right on that guess. 

Now should this thing go along, and we do not get an increase in 
our prices, most of us, I know, will have to close down because a saw- 
mill never builds up a cash surplus. If they get any cash they go out 
and buy some timber or a piece of machinery. They are always out of 
money. And you have to pay labor in money. If the market goes up 
you are out of money. And, of course, when you ship your product, 
the cost of it, what it costs you to make it, does not enter into it. We 
just load it out and get what money we can in order to make the payroll. 
But should we get a slump in our markets—and I don’t know; I think 
we can very easily get it because it looks as if most of our building 
activity is, you might say, supported by the Government and they 
might want to, more or less, cut down a little on that 

Mr. Gwinn. You are speaking about going out of business. On the 
profits you have been indicating you are not doing very well now, 

Mr. TownsEnp. I am not. 

This $4,000 was based on a 90-cent minimum. I have an 80-cent 
minimum. 

Mr. Gwinn. I see. 

What is your capital invested, roughly ? 

Mr. Townsenpv. Do you want what the investment is or what it is 
worth ? 

Mr. Gwinn. No. What have you got in it? What have you and 
your dad before you got in that plant? 

Mr. Townsenp. I have got, I expect, in timber, in lumber, land—— 

Mr. Gwinn. Machinery ? 

Mr. Townsenp. Machinery, inventory, a million dollars. 

Mr. Gwinn. A million dollars? 

Mr. TownseEnp. I expect so. I think I could sell it for that. 

Mr. Gwinn. I do not know how you can suffer with that temptation 
very long. 

Would you mind giving us the profits you actually made on your 80- 
cent rate? 
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Mr. Townsenp. I had a $750,000 approximate sales volume for 1954, 
and an operating profit of around $28,000. 

Mr. Gwinn. That is 2.8 percent return on a million-dollar invest- 
ment. 

Mr. Townsenp. Our mill is located in a strictly agricultural com- 
munity. We raise rice. And we work together with the farmer, in 
that. we will have an exchange of labor. We help him in his woodlot 
tree-farming programs. And I know that if we get a higher minimum 
wage that our farmers in our area are going to have to pay more for 
their own labor. Of course, they are Sreaty subsidized so they will 
just show a loss, or not do as well as they should, if they do not have to 
pay this extra labor. 

I think that our industry can work out equitable wages and have 
fair profits by free bargaining with our employees on good business 
principles. I cannot see anything but harm that would come to us in 
the South through a higher minimum wage. 

Mr. Exuiorr. Is your mill organized, Mr. Townsend ¢ 

Mr. Townsenp. No, sir. 

Mr. Extiorr. Do you have any questions ? 

Mr. McConne t. I have no questions. 

Mr. Exszorr. Thank you very much, Mr. Townsend, for your testi- 
mony and for appearing before the committee today. 

If there is no further business, the committee will stand adjourned 
until 9: 30 Tuesday morning. 

Mr. Townsenp. Thank you, sir. 

(Whereupon, at 1:30 p. m., the committee was recessed, to be recon- 
vened at 9: 30 a. m., Tuesday. June 21, 1955.) 
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TUESDAY, JUNE 21, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpucaTION AND LABOR, 
Washington, D.C. 

The committee met at 9:45 a, m., pursuant to recess, in room 429 
of the House Office Building, Hon. oP a A. Barden (chairman) 
presiding. 

Present: Representatives Barden, Kelley, Powell, Bailey, Perkins, 
Elliott, Landrum, Metcalf, Bowler, Green, Roosevelt, McDowell, Me- 
Connell, Gwinn, Smith, Bosch, Holt, Rhodes, Wainwright, Freling- 
huysen, Coon, and Fjare. 

>resent also: Fred G. Hussey, chief clerk ; John O. Graham, minority 
clerk; Edward A. McCabe, general counsel; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order. 

I believe we have listed as the first witness Mr. J. V. Whitfield, 
president of the Forest Farmers Association. 

I would like to say to you gentlemen that Mr. Whitfield happens to 
be from, the best congressional district, at least in North Carolina. 

Will you identify yourself for the record. 


STATEMENT OF J. V. WHITFIELD, BURGAW, N. C., PRESIDENT, 
FOREST FARMERS ASSOCIATION 


Mr. WuirrieLp. My name is J. V. Whiteld. I am president of the 
Forest Farmers Association, a small timberland owner, and a farmer, 
and my hometown is Burgaw, N.C. 

The Forest Farmers Association’s headquarters are at Atlanta, Ga. 

Speaking as president of the Forest Farmers Association and a small 
timberland owner, I would like to mention several items concerning 
the pronored amendments to the Fair Labor Standards Act. 

Frankly, I am greatly concerned, and the 3,700 landowners, oper- 
ators, and other interested persons affiliated with our association are 
concerned over certain proposals to increase the present minimum 
wage of 75 cents as now included in the Fair Labor Standards Act. 

As we see it, the small owner and the small-businessman stand to 
lose most should any of these proposals to up the present minimum 
wage be adopted. 

Actually, forestry and woods operations, in the first place, do noi 
lend themselves readily to a fixed system of minimum wages and pre- 
cise recordkeeping as required by the present. Fair Labor Standards 
Act. The smaller the operation the more particularly is this true. Of 
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course, the smallest operations are exempt by the 12-man provision, 
but all who do not qualify under this provision must comply as best 
they can. 

Our members do not work in factories. They are forest landowners 
and operators. Our business is the raising of timber as a crop. We 
are forest farmers as the very name of our association indicates. We 
differ from row crop farmers only in the crop we raise. 

The Fair Labor Standards Act actually suits our conditions poorly 
if at all. This has been recognized for rowcrop farmers, and I hope 
it will someday be realized for timber farmers. We are both in the 
same category, and the Fair Labor Standards Act should actually not 
apply to us at all. 

I wanted to develop this point as background for the committee’s 
consideration before continuing. 

Considering now the various proposals to increase the minimum 
wage above the present 75-cent level, I would like to state that our 
members are strenuously opposed to any move in this direction. First, 
the vast majority of thor is being paid far above this level. Yet to 
increase this level would almost certainly mean an across-the-board 
wage raise for almost all labor in America. Frankly, I believe that 
such an action could have a disastrous inflationary trend. 

First, I am forced to ask the question, who is going to pay for this 
raise ? 

It seems to me and my 3,700 associates of the Forest Farmers Asso- 
ciation that the small man must pay a major share of any such com- 
pulsory and arbitrary increase. I say arbitrary because such a raise 
would not be predicated on increased productivity or more efficient 
work, every eligible laborer would automatically get it. 

But getting back to who is going to pay it, it seems to have to follow 
that in the forestry business, timber purchasers could only pay less 
for timber purchased from us landowners or charge more for their 
finished products. In actual practice, then, these increases would be 
passed on to the general public—the small man. 

Actually, it would result in the laborer also paying for it, since the 
same factors will affect all operations and industry. 

Our members feel that every laborer should have a fair wage, but 
that wage should reflect to a degree his increased efficiency ; for an in- 
creased wage without increased productivity—particularly on a na- 
tionwide basis as these several bills propose—is a false increase with 
little or no benefit even to the laborer himself. 

Our association has always been against a forced wage. We do not 
believe it is in consonance with our American way, where a man 
theoretically has an opportunity to advance by the merits of his per- 
sonal efforts. 

Furthermore, I believe adoption of an increased minimum wage 
could and would mean added unemployment and labor force reduc- 
tions—not to mention the small-business men who would be forced 
out of business. 

Summing up the feelings of our members, we do not believe that 
to increase the minimum wage would do anyone any real material 
good and that it could, and likely would, have serious ill effects to 
our economy, the laborer, the small-business man and the farmer. 

Therefore, as president of the Forest Farmers Association, I would 
like to put our organization and members on record as being vigorously 
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opposed to any increase in the present 75-cent minimum wage as pro- 
vided in the Fair Labor Standards Act. 

I appreciate the opportunity to present these viewpoints of the 
Forest Farmers Association, and also appreciate the committee’s 
courtesy in allowing us to be heard. 

Thank you. 

Mr. Battery (presiding). Mr. Landrum, do you have any questions ! 

Mr. Lanprum. No, sir. 

Mr. Batiry. Mr. Metcalf? 

Mr. Mercaur. No questions. 

Mr. Battery. Mr. Bowler ? 

Mr. Bower. No questions. 

Mr. Bartey. Mr. McConnell ! 

Mr. McConneuti. No questions. 

Mr. Battery. Mr. Smith? 

Mr. Smira. When you say Forest Farmers Association, what kind 
of timber do you raise? Is it pulpwood or what ? 

Mr. Wuirrrep. All types; pine, hardwoods. 

Mr. Bairry. As an ardent conservationist, I am curious to know— 
and it has little bearing on this—what you are doing in the field of re- 
forestation to keep up the supply of timber. 

Mr. WuirtrreLp. We are planting our nursery stock. Our nurseries 
are being added to, particularly the pine nurseries throughout our 
southern region, and reforestation is increasing year by year. 

I do not have all the statistics right before me right now, but every 
State in our southern region is increasing its reforestation prograin. 

Mr. Baitey. As to the 3,700 members you referred to, what type of 
employment is that? What is it? Timber operations or tending the 
forests ¢ 

Mr. Wurrrtevp. Our Association is an association of both the small 
and large timber owners, the little fellow with a hundred acres or even 
less, up to several thousand. 

Mr. Baitry. There are the owners of the acreage? 

Mr. Wurrriecp. That is right. 

Mr. Battery. Then what do you do when you market that? Do you 
market it in blocks? Does somebody come in and pay for a certain 
amount of it or a certain number of acres! 

Mr. Wuirrte.p. There are several ways you market it. If you are 
thinning your timber you sell it to a pulpwood concern, and they go 
in and mark it and they cut out the marked timber. If you sell to lum- 
ber people you agree on a price, either a lump sum or selected, cutting 
selected trees. 

Mr. Baitey. Mr. Frelinghuysen / 

Mr. Fre_incuvuysen. I wonder whether your organization is against 
any increase, or is it against too great an increase in the minimum 
wage ¢ 

Mr. Wuirtrtextp. The present wage rate is above 75 cents now, as far 
as that goes. The laborer is being paid more than 75 centsan hour. If 
you inerease him arbitrarily, for example, to 90 cents or a dollar, you 
are going to have to increase the other fellow that you are paying a 
dollar to. 

Mr. Fretincuuysen. I do not know whether it is arbitrary or not. 
Would you be against an increase to 90 cents? 
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Mr. Wuirriritp. Under the present setup, as we see it, any increase 
whatsoever is going to mean an increase all along the line, an infla- 
tionary spiral. 

Mr. Frevincuuysen. I am wondering how much of a readjustment 
you had to make when we had the increase in 1950 to 75 cents. 

Mr. Wuirrteicp. How much readjustment? 

Mr. Freinecnuysen. I am wondering how hard a time you timber 
operators had in adjusting to that minimum. 

Mr. Wuirrie.p. Well, of course, you can keep on increasing as far as 
that goes. You can increase it up to $10 an hour and get back to the 
Arabian night’s dream of life. ‘ 

Just. merely increasing does not necessarily mean increasing the 
prosperity of the laborer. 

Mr. Fretincuuysen. I want to assure you I do not belong to that 
school. I hope my questions do not lead you to think I do. 

1 am wondering if we could not absorb an increase of 15 cents such 
as President Eisenhower has proposed, whether that is not comparable 
to what you have already absorbed in 1950 when we established the 75- 
cent minimum. 

Mr. Wurrrtetp. When you increase that you have to increase the 
others. So it is really more than a 15-cent increase down the line. 

Mr. Fretincuvysen. I agree with you. We should go cautiously. 

But I am wondering whether you would not be able to absorb that 
15-cent increase now if you were able to absorb an increase to 75 cents 
5 years ago. 

Mr. Wurrrte.p. We will just have to wait and see. 

Mr. Frevtincuuysen. Thank you, Mr. Chairman. 

Mr. Battery. Mr. Fjare? 

Mr. Fsare. No questions. 

Mr. Battey. Thank you very much, Mr. Whitfield, for your pres- 
entation. 

Chairman Barpen. Mr. Whitfield, may I ask you just a question or 
two, please, sir. 

I want to apologize for having to leave, but I had to meet someone. 

As I understand it, you represent the group that grows the timber. 

Mr. Wuirrie.p. That is right. 

Chairman Barpen. Now the great bulk of this timber that is cut 
is cut by small sawmills ¢ 

Mr, Wurrrte.p. That is right. 

Chairman Barpen. Mr. Whitfield, has it not been your experience 
that when the cost of handling any agricultural commodity increases 
close to the farmer he is the most convenient one to take the cut, and 
that means a cut in the product that he is furnishing ? 

Mr. Wurrrtew. Yes, sir. 

Chairman Barpen. So what you fear, as I understand it, is that if 
the rise is more than the purchaser of the timber or the lumber can pass 
on immediately you know exactly where the ax is going to drop. 

Mr. Wuirrtevp. On the hide of the little timber fellow. 

Chairman Barpen. Knowing about every foot of ground that your 
people occupy down there, I thought that that would be material for 
the record, in view of the fact that we do have a great number of those 
operations, and small operations in that area. 

Thank you, sir. 
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Mr. Wuirrievp. Thank you, Mr. Chairman. 

Chairman Barpen. The next witness is Governor Mufioz of Puerto 
LICO. 

Gentlemen of the committee, this is Governor Muiioz, the Governor 
of Puerto Rico, and I would like for all of you to know him personally 
us S00n as we get an opportunity. 

A few days ago, after the testimony. here in the committee by the 
garment workers that had a direct bearing on the Puerto Rican ques- 
tion, and in view of the fact that there was an amendment placed by 
the other body in the piece of legislation that they passed affecting 
Puerto Rico, Dr. Ferndés, the Commissioner here and the man who 
represents Puerto Rico in the Congress, was somewhat disturbed over 
the picture because up until that point they had not had an opportunity 
to express any views on what the other body had done, and, of course, 
they did not have any opportunity to express any views on what had 
just happened here. 

The Commissioner, Dr. Ferndés, contacted the Governor, and the 
Governor said that, while he had no desire to bring the Puerto Rican 
question up, since the committee had expressed a desire to stick to 
the one objective we started out with, that he did feel that many people 
who had been talked about so much probably should have one spokes- 
man at least to express their point of view. 

I immediately invited him to come before the committee. It is not 
my position to open up the question and go further into it. But I 
thought, as a matter of fair play and as a matter of right and a matter 
of safety, that if the committee was to be called upon to even deal 
with the question lightly, that the Governor’s point of view should be 
known. And I was sure the committee would be glad to hear from 
him. 

I will say that I have known the Governor for many years. I have 
never known a man who represented a people more sincerely and 
worked harder for their interests. He has been a good governor. 
Puerto Rico has been fortunate. He has been a Godsend to the Puerto 
Rican people. 

So it is with pleasure that I introduce not only my friend but a 
gentleman that I admire greatly, the Governor of Puerto Rico. 

Governor, we will be glad to hear from you. 


STAEEMENT OF HON. LUIS MUNOZ-MARIN, GOVERNOR OF THE 
COMMONWEALTH OF PUERTO RICO 


Governor MuXoz. Mr. Chairman, I am very appreciative and very 
grateful for your generous words about myself and about the work 
that, with the aid of my other good Puerto Ricans, I am trying to 
carry out to improve the conditions of living in every way for the 
people of Puerto Rico. 

I very much appreciate also your invitation and that of this com- 
mittee to appear before it on this occasion. 

I understand, as the chairman said, that the committee is not con- 
sidering, at the moment, Puerto Rico in regard to minimum wage 
legislation that is up for its consideration. However, since I have 
some engagements in Europe and I was probably going to be away for 
more than a couple of months, I thought it would be a good thing to 
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be able to appear before you gentlemen to express the points of view 
of our people in Puerto Rico, and to answer any questions that the 
committee might wish to put. 

I want to say, before going on, that any position that the government 
of the Commonwealth of Puerto Rico may take, or that any of its 
spokesmen or representatives may take, in regard to minimum wages, 
must be understood to come from our unequivocal and definite histori- 
cal policy that wages for Puerto Rican workers should be as high as 
it is possible at any time for the economy to pay them. 

It is on that basis that we have the attitudes that we have, and that 
we take the attitudes that we take on wage legislation. 

The government of Puerto Rico has had a consistent policy in this 
respect. Asa matter of fact, wages have gone up since 1941, since the 
government has been in office in Puerto Rico, very much. Real wages 
and supplements per employee have increased 85 percent during that 
time. I do not mean money wages, but I mean wages in relation to 
purchasing power. Real income of wage earners’ families has gone 
up by 82 percent during that period. 

At the same time the general economic situation in Puerto Rico has 
also improved considerably during that period. 

I believe that any intent or any attempt to fix minimum wages in 
Puerto Rico on the ae of arbitrary, rigid figures, be they percentage 
figures or absolute figures, is most dangerous to the continued devel- 
opment of the economy of Puerto Rico and to the continued improve- 
ment of wage levels and of living standards in the Commonwealth 
of Puerto Rico. 

I cannot say this too emphatically. The situation there, is such 
that it requires that a wage policy be applied on the basis of very care- 
ful study, on the basis of data and reasoning in regard to the capacity 
of each industry to pay. 

We in the government of Puerto Rico are in favor of each industry 
paying the highest possible wage that its economic situation at any 
time will permit it to pay. Of course, if we try by fiat to make it pay 
a higher wage than that, the result will be no wage, the result will 
be an increase of unemployment, the result will be greater competi- 
tion for a smaller number of jobs, and a lowering of the whole standard 
of living of the workers and of the people generally. 

So I would very strongly recommend that no rigid figures be de- 
creed, and that whatever legislation is to be made regarding this mat- 
ter as applied to Puerto Rico, it should be very, very carefully studied, 
very carefully and responsibly considered before action is taken. 

I have said that real wages and supplements per worker have gone 
up in Puerto Rico in the last 13 years by 85 percent, and that the gen- 
eral economic situation has been improving considerably, as many of 
you gentlemen may have had personal opportunity to observe. 

Now we want real wages to continue to go up and real improve- 
ment to continue. But any rigid figures would be likely, at least for 
many of the industries, for many of the economic activities there, to 
mean the attempt to impose unreal wages and thereby to create, in- 
stead of real improvement, a real downward trend in the standard of 
living of our people. 

The standard of living it not nearly as high as we want it to be. 
It is, as I have said, much higher than it was just a few short, years 
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back. It will be interesting to you gentlemen to know that hourly 
wages in Puerto Rico, average hourly wages in Puerto Rico are higher 
than in any country in Latin America, and are higher than in Eng- 
land, and are higher than in France, Spain, and Italy. Especially 
England and France are supposed to be highly developed industrial 
countries. And still the hourly wages in Puerto Rico, average hourly 
wages, are higher than in those developed industrial countries. 

I mention this to show what our policy is and what our effort is 
toward high wages, a high standard of living, and how we are being 
successful at it. 

Now I would also like to mention another pertinent fact. As you 
know, 3 years ago the Commonwealth of Puerto Rico was created 
as a new form of political organization under the United States sys- 
tem. It was created on the principle of consent and on the principle 
of compact between the Congress and the people of Puerto Rico which 
approved it at the polls. 

Under this new political status, which has given great satisfaction 
to the people of Puerto Rico—and, if I may say so, it has given real 
prestige to the policy of the United States in Latin America, in Asia 
and in other parts of the world where the propaganda against the 
United States is very active—in this political relationship Congress 
is legislating on the minimum wage. The compact includes that 
oe Federal legislation will take effect in Puerto Rico. 

need not question the legality of action by Congress, but I do 
question the principle of seeming to reduce self-government. 

So far wages have been fixed, maximum wages have been fixed in 
Puerto Rico by a bilateral procedure, by committees on which people 
from the States are represented, people from Puerto Rico are repre- 
sented, both employer and labor representatives from both the island 
and the States. There are public representatives from both the island 
and the States. And wages for each industry, after careful study, 
have been fixed on that basis. 

Mr. Gwinn. You mean voluntarily fixed. 

Governor Munoz. No. The law now existing provides that special 
industry committees shall be appointed by the Federal Department 
of Labor, and that these committees shall make a study of each indus- 
try and determine how high a wage that industry can pay. 

Now these commiittees have been formed by representatives, as I 
have said, of both people from the States and people from Puerto 
Rico, labor from the States and labor from Puerto Rico, and employers 
from the States and employers from Puerto Rico, and public repre- 
sentatives from both places. 

If now a rigid wage should be decreed unilaterally in a law of 
Congress, that would be a decrease in self-government. 

I say 1 am not questioning the legality, but morally it would be 
granting the people of Puerto Rico less intervention in something 
that affects them vitally than they have had heretofore. Therefore, 
for that reason also, which I believe to be morally a very important 
reason, we hold that wages should continue, the minimum wages 
should continue to be fixed in Puerto Rico by a flexible process that 
deals with the capacity of each industry to pay, and we want it to be 
the highest possible wage. It should be done by committees on which 
both Puerto Rico and the interests in the States shall be represented. 

If this procedure can be improved so that the condition of each 
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industry and its capacity to pay higher wages can be looked into more 
frequently, if the study that should be made in each industry to deter- 
mine this can be a more thorough study, anything that is calculated 
to improve the procedure, we will wholeheartedly support it. 

We believe the procedure should be a bilateral one and a flexible one. 

Mr. Chairman, if the members of the committee would like to ask 
any questions I shall be glad to try to answer them. 

Chairman Barpen. Governor, how long have you been Governor 
of Puerto Rico? 

Governor Munoz. Six years. 

Chairman Barpen. They elect their Governor down there just like 
we do anywhere else in the States ¢ 

Governor Munoz. Yes. 

Chairman Barpen. Governor, as I understand it, your big problem 
down there is work for the people. 

Governor Munoz. That is correct. 

Chairman Barpen. You have «a pretty high percentage of unem- 
ployment ? 

Governor Muxoz. That is correct. 

Chairman Barpen. That contributes, as I understand it, consider- 
ably to the fact that thousands and thousands of Puerto Ricans leave 
there every year going to the States and New York? 

Governor Munoz. That is correct. 

Chairman Barpen. And in many instances they are siphoning off a 
good bit of your best labor in that way ? 

Governor Munoz. That is correct also. 

Chairman Barpen. I believe on one occasion after I had gone 
around the island and seen hundreds with machete knives cutting 
grass on these sides of the roads I came back and told you what I had 
seen and asked you why you did not get a mowing machine that would 
cut so much more grass so much faster. 

You very calmly looked me in the eye and said, “Well, if I do, what 
am I going to put them to doing?” 

So that is your everyday, every-hour problem in Puerto Rico, to try 
to get work for the people. 

Governor MuNoz. Both to get work for the people and to increase 
their incomes. 

So I am keeping my eye on that machine that you spoke about. But 
you cannot put it to work too fast because we have to do both. We 
have set down, an objective before ourselves. Congressman, of trying 
to achieve a minimum income of $2,000 a year per family in Puerto 
Rico by 1960. It is a pretty hard objective, a pretty difficult objective 
to achieve. But we have set it before ourselves precisely so that it 
shall constitute a permanent challenge not only to the Government of 
Puerto Rico but to every individual Puerto Rican to do his best to try 
to help so that it can be achieved. 

Also we want to reduce unemployment, which is over 15 percent. 

So we have two objectives that, considered together, are very diffi- 
cult to achieve. But we are working hard at it. 

The people of Puerto Rico have great heart and have great hope. 
And we are succeeding. We still have a long wav to go, but we are 
clearly and definitely and strongly on our way. That is why legisla- 
tion that can arbitrarily set unnecessarily great difficulties in the path 
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.hat we are trying to travel is the subject of so much preoccupation 
among all social m Seth in Puerto Rico. 

Chairman Barpen. Governor, I recall when I was discussing some 
of the matters you were quite disturbed over the school situation in 
Puerto Rico. I believe in some of your schools down there you had as 
many as 75 and a hundred under one teacher. 

Governor Munoz. Yes. 

We have the problem of double enrollment also. 

Chairman Barven. And double shifts in the schools. 

Governor MuNoz. That is right. 

And we do not have all the children who are of age to go to elemen- 
tary school in elementary schools yet. But that is one that we are 
catching up on very fast. We expect.to have them in next year. We 
had that goal for 1959, but we expect to achieve it by 1957. We expect 
to have all children of elementary school age having access to ele- 
mentary schools by 1957. 

Chairman Barven. I believe you enacted a compulsory education 
law down there. 

Governor MuNXoz. Yes. 

Chairman Barpen. But you found that you were in the position 
of doing the impossible with the implements consisting of money 
and schools and so forth. 

Governor MuNoz. You cannot compel children to go to a nonex- 
istent school. But there will be existing schools by next year. 

Chairman Barpren. Governor, are you familiar with the amend- 
ment that was put in the bill that passed the other body ¢ 

Governor MuXoz. The Senate minimum wage / 

Chairman Barven. Yes. 

Governor MuNoz. About Puerto Rico? 

Chairman Barven. Yes. 

Governor Munoz. I know its general provisions, yes. 

Chairman Barpen. Were you consulted about that / 

Governor MuNoz. I had a conference once with Senator Douglas, 
and I expressed my points of view on rigid wages and the rigid fix- 
ing of wages for Puerto Rico. 

Chairman Barpen. Do you approve or disapprove of this amend- 
ment ¢ 

Governor Munoz. I think that, as I have said, any fixing by law of 
rigid wages or a rigid formula for wages in Puerto Rico is extremely 
dangerous to the hopes of the Puerto Rican people to finally succeed 
in their Operation Bootstrap and get to the level of living that they 
aspire to. 

Chafiian Barpen. Governor, what you would like to have would 
be the industry committees functioning rapidly so that they can stay 
in close touch. 

Governor Munoz. That is correct. 

Chairman Barven. So that they can stay in close touch with these 
conditions where if a raise in wages for the Puerto Rican people can 
be brought about final action should not be delayed for a year or 18 
months. 

Governor Munoz. That is correct. 

Chairman Barpen. What you would like to do would be keep the 
wages close to the conditions where, as the conditions improve, your 
wages can improve. 
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Governor Munoz. That is correct. 

Chairman Barpen. And the more quickly they function the better 
you can carry out your program. 

Governor Munoz. That is correct. We want wages to go up as fast 
as reality will allow them to go up. If they go up faster they will 
not become high wages, but no wages. 

In that respect, Mr. Chairman, I would like to say this, that we want 
the flexible system that now exists, the industry-by-industry determi- 
nation to be as effective as possible. Last year the legislature of the 
Commonwealth of Puerto Rico approved a small amount of money, 
$25,000 to help the industry committees’ function with greater accel- 
eration and effectiveness. This year the legislature of the Common- 
wealth has approved $100,000 to make available for the industry com- 
mittees to operate with more frequency. Anything to improve the 
flexible system of fixing wages industry by industry, for us to keep 
every industry up to date all the time, we favor. 

Chairman Barpen. So when you say that your legislative body 
first appropriated $25,000 and then $100,000 to expedite the action 
of the industry committees you feel you speak the sentiments of not 
only your people but of your legislative body in approving the in- 
dustry committees and a more rapid functioning of those committees. 

Governor Munoz. That is correct, Mr. Chairman. 

Chairman Barpven. Let me suggest this, or at least ask your opinion 
of this, Governor : 

I believe it is your feeling, as you have, in effect stated here, that 
any change in the operation of the wage and hour law in Puerto Rico 
is so closely tied to the very existence of the Puerto Rican people and 
their economy that you feel that any change that is contemplated 
should not be made until a very thorough and careful study is made in 
cooperation with the authorities in Puerto Rico and with the legisla- 
tive people in Puerto Rico in order to prevent a dislocation in the very 
field that you have tried to bring order and progress to. 

Governor MuNoz. That is very definitely my view, Mr. Chairman. 
I do believe that. 

Chairman Barpen. Governor, I am rather impressed with your 
statement that anything that would indicate less self-government 
would not be good for the kind of job you are trying to do, even 
though it were only the impression that the people get. 

Governor MvXoz. That is correct. The record of the relationship 
between Puerto Rico and the United States has been so good and it 
is So impressive in other parts of the world that nothing should be done 
to give the impression that some practices of self-government that 
have been in operation are taken back. 

Chairman Barpen. I recall seeing that regiment or division that 
came back from Korea. 

Governor Munoz. Yes. 

Chairman Barpen. They put on a parade. And they were a fine- 
looking group of men. 

Governor MuNoz. We had many of our boys fighting in Korea not 
only in the 65th Regiment, which is the regular Puerto Rican regi- 
ment, but in many of the other units of the United States forces in 
Korea. I think we probably had a larger proportion of soldiers from 
Puerto Rico than most States of the Union in relation to population. 
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Chairman Barpen. The only reason I mention that is that the people 
of Puerto Rico are very loyal and very patriotic toward the United 
States, 

Governor Munoz. There is no question of that. And certainly their 
attitude toward service in the defense of democratic ideals has demon- 
strated that. Many of the Puerto Rican enlisted men are volunteers. 
The Selective Service Act applies in Puerto Rico, but many of them 
are volunteers. And many of those that fought in Korea were 
volunteers. 

Chairman Barpen. Mr. Bailey, do you have any questions? 

Mr. Bartxy. Governor, you laid considerable stress on the fact that 
your minimum wage levels have increased during the last 14 years a 
total of 85 percent. I do not know that that is a good argument in 
your favor because the minimums here in the mainland have doubled, 
and, in some instances, trebled in the same 14 years you are referring to. 

I like your approach when you point out the fact that the wage levels 
in Puerto Rico at the present time exceed those of any other South and 
Central American country and some of the countries of Europe. 
Without too much urging you would join me as a high tariff man, I 
believe. At least it is one of the best arguments that has been made 
before any committee of the Congress. We have a deplorable situation 
existing in the way of competition from foreign products because of 
their low wage levels and their working conditions abroad. 

I notice, Governor, that you are definitely against a rigid wage 
boost. That means you are opposed to the action taken by the Senate. 
You must bear in mind that this is a rigid approach here in this 
country when we say arbitrarily that we should increase the wages 
from 75 cents to 90 cents as proposed by the President, or whatever 
the committee does, toa dollar. That isa rigid approach. 

What grounds do you have for saying that Puerto Rico should be 
treated any differently than other places? 

Governor MuNoz. Because in the States the minimum wage fixed 
by law isa minimum wage, while in Puerto Rico the minimum wage is 
the prevailing wage. These industry committees have fixed the wage 
as high as, in their opinion, each industry can pay. 

Mr. Barter. Now Governor, since you mentioned the question of 
industry committees, I take it that you would rather approach the 
situation in Puerto Rico through industry committees rather than a 
rigid increase inthe wage. That is plain from your statement. 

Governor Munoz, Yes. 

Mr. Bary. But the objection to the industry committees is that 
they do not do anything about the situation. 

Now as an illustration, those committees were set up in the minimum 
wage law that went into effect in January 1950. Some of your adjust- 
ments have just gone into effect in Puerto Rico in the last 3 or 4 months. 
Why all that delay? Is it not for the benefit of the people who are 
being benefited by keeping the wage rates down in Puerto Rico? 

y couldn’t your industry committee function in a period of, say, 
6 months and put those new rates into effect ? 

Governor Munoz. Well—— 

Chairman Barpen. Let me interrupt. 

I can understand the Governor’s position. He, of necessity and good 
judgment, would be very cautious what he said. It is the United 
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States Government, the Secretary of Labor that is in charge of that 
situation. And the Governor would not like to criticize the Secretary 
of Labor or the United States Government, nor would he like to take 
the blame for it. 

Governor Muxoz. That is right. 

Mr. Baty. If he is working as consistently for the interests of 
Puerto Rico as you implied, Mr. Chairman, I would think he would 
start raising Cain about the delay in the industry committees, and 
even carry the complaint to the Secretary of Labor. 

Here is another objection 

Chairman Barpven. Let him answer that one. 

Governor Munoz. We are in favor, as I have said, of increasing the 
efficiency and the effectiveness of this committee and of the whole 
committee procedure as much as possible. 

I want to once again make our position as clear as possible on that. 
We are in favor of increasing the efficiency of these committees because 
we believe in the flexible procedure, and therefore we want to make 
the fiexible procedure as effective as possible. 

When we appropriated $25,000 one year and $100,000 another year 
to help in the effectiveness of these committees we were showing in 
a practical way how we felt about it. 

Mr. Batuey. Is it not true that at least one of the complaints against 
your industry committee procedure is that the committees are domi- 
nated by a majority of membership of Puerto Ricans? 

Governor Munoz. No. Sometimes they are one way or another. 
Sometimes they are about half and half. But I would like to call 
our attention in that respect, Congressman, to the fact that a very 

igh percentage of the recommendations of industry committees have 
been taken with a favorable vote of both labor in Pureto Rico and the 
representatives of labor from the States on those industry committees. 
I think that is a very important factor to bear in mind. 

Mr. Barry. Is it not true, Governor, that the spread in the mini- 
mum wage in the United States and the minimum wage in Puerto 
Rico has been widening rather than closing? The gap, the spread 
or differential has been widening ? 

Governor MuNxoz. Well, in Puerto Rico the wages have been going 
up as fast, we believe, as industries have been able to pay them, accord- 
ing to these committees. 

Now if these committees would function more often than they do 
they could keep track of the economic growth in each industry, facili- 
tating higher wages better than they have in the past. And we are in 
favor of that. 

Mr. Barter. Going back to the action taken by the Senate in this 
matter, the chairman, in asking the question, left the inference before 
the committee that maybe your case had not been properly presented 
to the Senate. I think you spoke of an interview you had with Sena- 
tor Douglas. Is it not true that the Puerto Rican Resident Commis- 
sioner here, Dr. Ferndés appeared and that your Labor Commissioner 
from Puerto Rico appeared ? 

Governor Munoz. Yes. I believe that was the extent of our presen- 
tation. 

Mr. Batzy. So they must have had a fairly good opportunity to 
present their case before the Senate. 
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eee MovNoz. Each one of them presented his. point of view 
on that. 

Chairman Barpen. Let me say this: I do not know how well Dr. 
Fernés covered that point. Dr. Fernds testified before the present 
amendment to the bill was ever discussed or in existence. I believe 
that is correct, is it not, Dr. Ferndés ¢ 

Dr. Frernés (Resident Commissioner, Commonwealth of Puerto 
Rico). Yes, sir. 

Chairman Barpen. And this provision that is now in the Senate bill, 
you have never testified on that. 

Dr. Frrnés. No, sir. 

Chairman Barpen. I wanted to make that clear because your previ- 
ously said that this matter had not been gone into by the Puerto Rican 
government, the provision in the Senate bill. 

Mr. Barry. Your viewpoint, then, would be that we should con- 
tinue your industry committee procedure to handle that. 

Have you any other suggestions for the committee’s benefit ? 

Governor Munoz. We believe profoundly that anything that is not 
a flexible procedure will be very dangerous to continued development 
in Puerto Rico. I believe that the Senate bill that you have been refer- 
ring to introduced some improvements in the procedure. We would 
be in favor of any improvements in the procedure of the committee 
system, whether those proposed by the Senate or others, that will 
make the efficiency of these committees still greater. 

Mr. Barter. You must be aware of the favorable treatment that 
Puerto Rico has received at the hands of the Federal Government in 


that industries have moved into Puerto Rico free from corporate taxes 
and free from income taxes, and they are, in most instances, free from 
any local taxes. 

This wl Ny neg should mean a lot to Puerto Rico, and ought to be 


the grounds for your not asking unfair wage levels and competition 
because to continue this situation in Puerto Rico is just inviting 
American firms to go down there and put up subsidiary plants and 
exploit the cheap wage rates in Puerto Rico and bring those goods in 
here duty free and sell them in the United States in competition with 
our higher wage level. Can you justify the continuation of that kind 
of a system ? 

Governor Munoz. Well, Congressman, I have said that it is the 
policy of the Commonwealth government and of the people of Puerto 

ico to have wages rise as quickly as possible. 

Our record is very clear that we are against 

Mr. Barry. That is exactly what the Senate proposed to do. 

Governor Munoz. Pardon me? 

Mr. Battery. If you will permit me to interrupt you, that is exactly 
what the Senate proposed to do. 

Governor Munoz. We believe that setting a rigid wage or a rigid 
percentage for a rise in wages is not a wise way of fomenting the fur- 
ther development of the standard of living of the Puerto Rican work- 
ers or of the Puerto Rican people. 

As regards the economic relationships existing between Puerto Rico 
and the States for the last 50 years, I believe that it has shown the wis- 
dom of Congress in setting up those relationships, that it has allowed 
the people of Puerto Rico, pe they got ready to do so, to grapple 
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with their destiny and to begin defeating their grave problems by a 
very strong effort. 

As to runaway industry which you mentioned, it is well known that 
the Commonwealth government has a fixed policy not to grant any tax 
exemption to any new industry if it is going to close a shop in any 
State of the Union in order to open it in Puerto Rico. 

Mr. Barry. Now you are getting dangerously close right there 
because I have a pottery plant that ran away from West Virginia 
down to Puerto Rico, and they started paying wages of 25 cents an 
hour when they were paying $1.52 in the pottery plant when they 
were in West Virginia. You are getting dangerously close to ques- 
tioning your whole procedure. 

Governor MuwNoz. This procedure is self-policing since the in- 
terested parties would know when our policy was being violated, and 
can bring it to our attention. And if the policy is being violated we 
can withdraw whatever benefits we have given such industry. 

Mr. Barmy. I had two of the world’s largest pottery plants in my 
district. And West Virginia has a major part of the pottery industry 
of the Nation. Some of those plants are working at 25 and 28 percent 
capacity at the present time. Not all of it can be chargeable to this 
situation in Puerto Rico; that is a very small part of it. But it is 
chargeable to the fact that we cannot compete with foreign pottery- 
ware produced by the wage rates you were talking about in England 
and in France and in Belgium and various other countries. 

Governor MuNoz. In any case where the policy is being violated the 
Commonwealth government will see to it that it is rectified. 

Mr. Baty. I felt I would be remiss in my duty, like you would 
feel you would be remiss in your duty, if you did not present the situa- 
tion. And I think it is a good time to let the committee members know 
that this question of foreign competition—while your competition is 
not foreign, and you are a part of America, it does odd to the serious 
situation existing in my district. Not only does it apply to pottery 
plants, but it applies in some instances to textiles and to clay products 
that I notice you produce down in Puerto Rico. So that this is not 
exactly a one-sided proposition. 

I think the committee must bear in mind the fact that we must, as 
far as humanly possible, protect the industries of the United States. 

Governor Mvsoz. And the industries of Puerto Rico. 

Mr. Batzzy. Certainly. 

Governor Munoz. As far as humanly possible. 

We do not want runaway industries from Puerto Rico to the United 
States either. That would not do any of us any good. 

Mr. Battery. Had the Federal Government not supplied the money 
to Puerto Rico to build these factories, Puerto Rican capital and Puerto 
Rican enterprise, you would not have had these mainland industries 
coming down and setting up plants for the sole purpose of producing 
products cheaper so that they could compete in the American market. 
They don’t sell those products to Puerto Ricans—only a small part 
of them; they send them back here to the United States and they go 
into competition. 

Chairman Barpen. Would the gentleman yield at that point? 

Mr, Baumer. Certainly I will yield. 

Chairman Barpen, I would just like to say the Governor has not had 
any rosy job keeping his people employed in view of the fact that they 
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are not permitted by law passed by Congress to even manufacture the 
sugar they raise in Puerto Rico. It is brought to the United States so 
United States labor can refine it. 

Mr. Battery. That is one thing you and I can agree on. They are 
getting a raw deal there. That is a part of this lousy reciprocal trade 
proposition I have been fighting, that exemption in favor of the sugar 
producers down in Louisiana. 

Chairman Barven. I will not get into the reciprocal trade agree- 
ment. 

But the great problem facing the Governor is how to keep his 
people at work. 

Mr. Battry. Personally I admire the Governor. I think he is doing 
an excellent job from all indications. If I were going to offer him 
any advice at all it is that if we do continue this committee industry 
approach that you exert your authority as Governor of Puerto Rico 
to see to it that those committees function properly. Evidently their 
action in the past has been a delaying action to avoid putting the new 
minimum schedules into effect. 

That is all, Mr. Chairman. 

Governor Munoz. I think the delaying action, as the chairman 
indicated, has not been due to the Puerto Rican part in the bilateral 
procedure. 

Chairman Barpen. You say no part of the delays have been your 
responsibility ¢ 

Governor MoNnoz. That is right. 

But some of the delay has been due to insufficiently good organiza- 
tional work, and perhaps insufficient appropriations for it. So that, 
instead of 2 industry committees going down a year, perhaps 5 or 6 
committees should be empowered to go down a year. And they should 
have funds to go down. And they could keep each industry under 
study much more effectively. 

Chairman Barpen. In view of the fact that we are running a little 
short of time, I want everybody to ask any questions they have in 
their minds, but if you will expedite them I will appreciate it. 

Do you have any questions, Mr. Kelley ¢ 

Mr. Ketiry. Not at the moment. I will reserve my time till the 
last. 

Chairman Barpen. Mr. Powell? 

Mr. Powrtz. Yes, I do. Thank you, Mr. Chairman. 

I would just like to simply say that I do not think this problem in 
Puerto Rico and also as to the Virgin Islands should be considered at 
this time at all. 

Chairman Barpven. Let me say this: The gentleman was not here 
at the outset when I explained why the Governor was here. It was 
the Senate action plus, the other day, this witness got into the matter 
before it was stopped. 

In discusing it with the Governor and with Dr. Fernés, he felt 
that at least somebody representing the government of Puerto Rico 
should make their position clear. I then invited him to come, and told 
him the matter would not be carried further by the committee. But 
I felt, in view of the fact that he and his people had been talked about’ 
so much, that he should at least have one word, or a few words to say 
for himself and his people. That is why he is here. 
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When the Governor completes his statement it is not my attitude to 
carry the Puerto Rican matter any further. , 

Mr. Powett. I would like to say, however, Mr. Chairman, that I 
think it is the responsibility of this committee after we have reported 
out the minimum wage bill one way or the other to go to Puerto Rico 
and look into the matter. You sent me down to Puerto Rico a few 
years ago, and I discovered then the astounding fact that the unem- 
ployment in Puerto Rico is, to a great extent, artificial, created by our 
own Government here. The sugar quota imposed upon them has not 
been drastically changed since 1936. The sugar quotas of other coun- 
uries, such as Cuba, have been increased tremendously. They have 
factories that are idle there one-half of the time due to the fact that 
we will not let them refine their sugar at a full capacity. And, on the 
other hand, we take our money and bring to the United States those 
people we have forced into unemployment and throw them into ghettos 
here and treat them unfriendly. It is just a stupid situation, a stupid 
paradox, and due to the stupidity here in Washington, D. C., and it 
has been for many years. I think that this committee should, as soon 
as we have disposed of our work, go down there and go into this prob- 
lem and come back with some drastic recommendations to help Gov- 
ernor Mufioz with his Operation Bootstrap, and help them with their 
minimum wage problem. Otherwise we are keeping them down with 
one hand, and bringing them to America in an unfriendly atmosphere 
with the other hand. 

That is all I have to say. 

Chairman Barpen. Mr. Perkins? 

Mr. Perkins. Mr. Chairman, one question. 

What about your employment situation there ? 

During the last 4 or 5 years has the unemployment decreased down 
there ? Or do you still have considerable unemployment ? 

Governor Muxoz. No, unemployment has not decreased appreciably. 
eererne has decreased, and income from wages has in- 
creased. at is, the improvement in the economy shows itself more in 
the diminution of underemployment and in the increase in income by 
the people than in the decrease of unemployment. 

Mr. Perxins. What percentage of your people down there, Gover- 
nor, are now unemployed ? 

Governor MuNoz. Of the labor force about 15 percent. Of course, 
it varies seasonally. At the height of the sugarcane season it is lower 
than that, but after the sugarcane season is over as, for instance, now 
it goes up above 15 percent. 

Mr. Perxrns. That is all. 

Chairman Barpen. Mr. Elliott? 

Mr. Exusorr. The gery Fy in your area is the equivalent of 
what aa Department of Labor calls a 4-D classification. Is that 
right ? 

Governor MuNoz. I am not familiar with that. 

Mr. Exuiorr. Fifteen percent would be the equivalent of a 4-D 
classification in this country, which is the highest classification so far 

as unemployment is concerned. 
* Has your unemployment been a standard 15 percent throughout the 
past several years, Governor ? 

Governor Munoz. Yes. AsI say, it fluctuates seasonally. 
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Mr. Exxiorr. I am talking about the average now. 

Governor Munoz. Yes. 

I think you could say that it has, because while higher paying indus- 
try increases, lower paying industries tend to be disappearing. The 
economy is transforming itself into a higher kind of an economy. 

Mr. Exxiorr. Could you tell us what your average wage is in Puerto 
Rico now ¢ 

Governor Munoz. I would not be able to tell you for sure, but it has 
been something like 55 cents on the average. 

Mr. Exusorr. Thank you very much. 

Chairman Barpen. Mr. Landrum ? 

Governor Munoz. I want to say in that respect that one of the in- 
dustries where unemployment has increased is the needlework indus- 
try. And a large part of that is due to competition from the Orient 
which developed after the war. I do not want to go into the high tariff 
problem, but it is competition with evidently insufficient protection. 

Chairman Barpen. Mr. Landrum ? 

Mr. Lanprum. Governor, tell us as briefly as you can about this in- 
dustry committee we keep speaking of here. How is it organized and 
of whom is it composed ? 

Governor Munoz. At present it is appointed by the Secretary of 
Labor of the United States, and it is composed of representatives of 
employers—— 

Mr. Lanprum. That is employers with business on the island ? 

Governor Munoz. No, both, employers United States, and employers 
Puerto Rico; labor United States, and labor Puerto Rico; public rep- 
resentatives United States, and public representatives Puerto Rico. 

Mr. Lanprum. Recently the committee heard testimony by repre- 
sentatives from labor organizations of the garment industry, I be- 
lieve, urging the committee to favor the same proportionate increase 
in the minimum wage now existing in Puerto Rico that it might con- 
sider in the minimum wage on the mainland. 

What you have stated to us here, then, means that this labor or- 
ganization from the garment workers union does not represent the 
thinking of the industry committee representative from the island, 
nor the industry committee representative from the mainland. Is that 
correct ¢ 

Governor Munoz. I do not quite get the question. 

Mr. Lanprum. I am sorry I am so ambiguous in my statement. 

We have had recommended to us that we put into the law a require- 
ment that Puerto Rico pay a minimum wage which would bring about 
the same percentage of increase over there as we might finally bring 
about over here. That recommendation came to us from a garment 
workers union. 

Now you tell us this morning that you want the Congress to refrain 
from any such activity and let you people in the island and this in- 
dustry committee about which we are talking keep a flexible program 
in effect, and, through such activity, work out your own salvation. Is 
that not what you are telling us. 

Governor Munoz. Yes. This flexible procedure is also under Fed- 
eral law. 

Mr. Lanprum. The recommendation which came to us from this 
garment workers union saying that it represented some of the workers, 
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industrial workers in Puerto Rico, does not represent the thinking of 
the Puerto Rican officials nor the thinking of the industry committee. 
Is that correct ? 

Governor Munoz. That is correct. 

Mr. Lanprum. You would recommend that this Congress refrain 
from any change in the present status of the Puerto Rican wage level ! 

Governor Munoz. No. Inthesystem. 

I think a thorough study should be made, and I heartily concur in 
the suggestion that has been made for the committee to visit Puerto 
Rico. And I certainly would like to welcome all of you gentlemen 
there. 

Mr. Lanproum. I do not mean to throw any obstacles in the way of 
such a pleasant thing to anticipate as that. What I am driving at is 
you do not want any change in the present minimum wage require- 
ment in Puerto Rico by this Congress. You want it left as it is, and 
left to be worked out by the officials over there and this industry com- 
mittee. Is that right? 

Governor MuXoz. With the exception that I would like to see the 
industry committees be provided with the funds to make their opera- 
tions as effective as possible and to carry out their studies as frequently 
as possible in each industry. 

Mr. Lanprum. Of course, we understand that. But I am talking 
presently. 

Governor MuNoz. We believe the present method is entirely the cor- 
rect method although it can be improved in its practice. And we be- 
lieve in any improvement in its practice that can be made. 

Mr. Fre_incuvuysen. Will the gentleman yield ? 

Mr. Lanprum. I yieldthe floor. Yes, I yield. 

Mr. Frevincuvuysen. I would like to call attention to a statement by 
Solomon Barkin, chairman of the CIO Fair Labor Standards Com- 
mittee, in connection with the advisability of establishing a fixed floor 
under the rates of pay for Puerto Rico and the Virgin Islands, and see 
what the Governor’s reaction would be. 

As I understand Mr. Barkin’s position, he would suggest that a mini- 
mum floor be established for Puerto Rico which would be approxi- 
mately 70 percent of whatever minimum would be established for the 
mainland, and that over a period of years—5 or 7 years—that that min- 
imum be increased to be the same as that established for the mainland. 

I am wondering whether you would object to that as an approach 
to this problem. 

Governor MuNxoz. Oh, yes; any rigid figure is profoundly danger- 
ous to the further economic development of the people of Puerto Rico. 

Mr. Frecincuuysen. Regardless of how far below the minimum 
establishment of the mainland ? 

Governor Munoz. Because we don’t know. Your industry com- 
mittee procedure, if made fully effective, can bring wages in each in- 
dustry as high as possible, perhaps higher than the suggested minimum 
in some industries. But why apply a general rule arbitrarily with 
the risk of killing off much of the means of livelihood of the workers 
in Puerto Rico? 

Mr. Fretincuvuysen. I think we should avoid that possibility if 
wecan. But if it were established at a sufficiently low level, as it is sup- 
posedly at a sufficiently low level here, it would not destroy employ- 
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ment opportunities. It would provide a floor below which one could 
not go. 

Governor Munoz. It isa jump in the dark. 

Mr. Fre~incuuysen. Mr. > og who is vice president of the 
International Ladies Garment Workers Union, the witness to which 
Mr. Landrum referred, suggested specifically that at least 50 percent 
of the members of the committee be citizens of the mainland. Would 
you tell us what the percentage is now of Puerto Ricans and main- 
landers ¢ 
Governor Munoz. In many cases it is more than that. I do not 
remember exactly. 

Can anybody here tell me what percentage of members are from 
the mainland and from Puerto Rico on the industry committees? 

Mr. Srerra (Fernando Sierra Berdecia, secretary of labor for 
Puerto Rico). I think it depends on the number of members that the 
committee may have. Sometimes the Administrator of the Wage and 
Hour Division appoints committees of 6 members, and sometimes he 
appoints committees of 9 members. I do not know exactly how many 
from the mainland. 

Sometimes you have 2 representatives from Puerto Rico and 2 repre- 
sentatives from the mainland representing labor, 2 industrialists from 
the mainland and 2 industrialists from Puerto Rico, and sometimes 
they have 1 of each group. 

Governor MuNoz. Is it around half and half? 

Mr. Srerra. Around half and half. I can say this, that we would 
welcome the possibility of having it half and half. We don’t want to 
have more, ‘That would be very fair for Puerto Rico. 

Governor Munoz. They are all appointed by the Federal Secretary 
of Labor. 

Mr. FrenincHuysen. Mr. Hochman’s testimony was to the effect 
that the present committees were in favor of preserving what he called 
an unfair competitive advantage weighted toward Puerto Rico because 
of the nature of the committees. 

Governor Munoz. Pardon me; I did not hear you. 

1 did want to say that I called for the information from Mr. Fer- 
naade Sierra, secretary of labor of the Commonwealth of Puerto 

ico. 

Mr. FretincHuysen. Mr. Hochman’s testimony was to the effect 
that the committees were weighted with so many representatives of 
Puerto Rico that they were interested in preserving what he considered 
the unfair competitive advantage which presently exists. 

Governor Munoz. Itisnotso. If it were so we certainly would have 
no objection to that being righted. But, as I mentioned before, the 
great majority of all wage determinations or all wage recommendations 
by these committees have had the favorable vote of the labor repre- 
sentatives in those committees from the mainland as well as from 
Puerto Rico. Many of them have been unanimous, many of the deter- 
minations. The recommendations are finally determined by the Fed- 
eral Department of Labor here in Washington. Many of the recom- 
mendations have been unanimous, and even in those that have not been 
unanimous, I would say more than three-fourths have had the favor- 
able vote of the labor representatives both from Puerto Rico and the 


United States. 
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Mr. Fretrnenvuysen. Is it your feeling that the industry commit- 
tees have enough money to operate, and that there are enough of them 
to do the job well ? 

Governor MuNoz. No. That is why we have appropriated money 
to make available for them if necessary down there. 

I believe that if more committees could operate each year the work 
could be carried out in a more satisfactory manner. That is, an in- 
dustry could be looked into more often to see if it had gotten to the 
point where a higher wage was justified for that industry. 

Mr. Fretincuuysen. Thank you very much, Mr. Landrum. 

Mr. Lanprum. I yield the floor. 

Chairman Barpen. Let me say this, Mr. Frelinghuysen, in connec- 
tion with your remarks: 

I have just been reading the law under the heading of special in- 
dustry committees for Puerto Rico and the Virgin Islands, section (a) : 

The Administrator shall, as soon as practicable, appoint a special industry 
committee— 
and so forth. 

So that is a matter beyond the jurisdiction of the Governor of 
Puerto Rico. The Congress put that squarely in there. 

Mr. Fre.tincuuysen. I did not mean to imply that that was his 
province. 

Chairman Barpen. I did not say that. I just put that in for what- 
ever clarification it might have in it. 

Do you have any questions ? 

Mr. Bow er. No questions. 

Mr. Batrey. Will the gentleman from Georgia, who has the floor, 
yield? 

Mr. Lanprvum. I have already yielded the floor. 

Mr. Barrry. Will you permit one more question from me? 

Chairman Barpven. Yes, sir. 

Mr. Barrry. Late in 1949 and early 1951, when the committee was 
considering this matter of the minimum wage and we got around to 
the Puerto Rican problem, I recall that the industry committee idea 
was the idea of the labor people, to set up these committees. They are 
not against the industry committeesassuch. They are against the fact 
that they are delaying the situation and that their action is not de- 
signed to close the gap between the minimum wage here and there, but 
to widen the gap. 

That seems to be labor’s major objection to the situation. 

Governor MuNoz. If that is so, from whatever source the delay 
comes, certainly the government of Puerto Rico is not in favor of the 
delay. It is in favor of effective and rapid action on keeping wages 
as high as each industry can afford to pay at any particular time. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. As far as these industry committees are concerned, I 
would be interested in any reports or information that they have avail- 
able. They must have done some studies as far as the ability of the 
industry to absorb a higher wage rate is concerned. 

Governor Munoz. Yes. 

Mrs. Green. Are these available at the present time ? 

Governor Munoz. Yes, surely. We had some committees this year. 


How many industries were looked into this year? Do you re- 
member ? 
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Mr. Sterra. I do not remember. 
Govenor MuXoz. The Wage and Hour Division in the Federal Gov- 
ernment has all the records of those committees on all the industries. 


Mrs. Green. The Wage and Hour Division of the Federal Depart- 
ment of Labor. 


Chairman Barpen. Mr. Kelley? 

Mr. Ketiry. It was my impression on several visits to Puerto Rico 
that the industry committee was not operating properly. I remember 
in 1950, I think it was, we found that there had been no industry 
committees operated in Puerto Rico for 6 years. Or it may have been 
1949; I have forgotten which. 

I have the opinion that if those industry committees had done the 
job and operated properly we would not be bothered with the Puerto 
Rican problem today. 

Do you agree with that? 

Governor MuNoz. I could not recall enough facts to say whether 
they had been doing their job properly or not. I can just state my 
own opinion, that they should do the job properly. 

Mr. Ketiey. They had not been functioning. Six years is a long 
time between one hearing and the next one. 

Mrs. Green. Would the gentleman yield ? 

Mr. Kettry. Yes. 

Mrs. Green. If that statement is true, that they have not been op- 
ome for 6 years, then what kind of reports do you say are avail- 
able 

Governor MuNoz. The Congressman was referring to 6 years prior 
to 1949. Am TI right? 

Mr. Ketury. That is right. 

Governor MuNoz. And I do not want to let my silence on that be 
interpreted as testimony that it was so because I just have no recollec- 
tion whether it was so or not. 

Mr. Kettey. Have they been functioning since then ? 

Governor Munoz. Oh, yes. There is no question of that. 

Mr. Ketiey. Do these corporations in Puerto Rico publish their 
annual reports ? 

Governor Munoz. Yes. 

Mr. Ketiry. Where are they available? 

Governor Munoz. They would be available at the commonwealth 
department of state. 

Mr. Ketter. The Puerto Rican Department of State? 

Governor MuNoz. Yes. 

Mr. Ketter. Would they be available to the committee? 

Governor Munoz. Oh, yes. 

Mr. Ketxixy. Mr. Chairman, I think it would be worth while to 
have those, if we could get the clerk to ask the secretary of the com- 
monwealth for them. 

Chairman Barpen. We might find ourselves in the position where 
we need some storage if you call for that many. 

Mr. Ketter. I would rather go to Puerto Rico and look at them. 

Tam through, Mr, Chairman. 

Chairman Barpen. Mr. McConnell? 

Mr. McConneLu. Governor, do minimum rates fluctuate once they 
are set by the industry committee ? 
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Governor Munoz. The tendency is for the minimum wage to be the 
prevailing wage because of the way in which it is fixed. 

Mr. McConnett. Once it is set there is no variation allowed. Is 
that correct ? 

Governor Munoz. Oh, no. It is allowed. Of course, there is col- 
lective bargaining, and the minimum wage as fixed by the committees 
does not prevent a higher wage from being paid. 

Mr. McConnetu. How about a lower one? Does it fluctuate? 

Governor Munoz. Oh, no. 

Mr. McConnetu. Could you pay less than the amount set by the 
industry committee ? 

Governor Muxoz. No. The amount set by the industry committee 
is the minimum wage for that industry until another determination 
is made. 

Mr. McConnett. Is there any ver for permitting an employer 
to bey less than the amount set if he can show some type of hardship ? 

yovernor Munoz. No. 

Mr. McConne tt. In other words, he has got to go out of business 
if it really acts that way, with noappeal. Isthat right? 

Governor MuNoz. That is right. Once the wage has been deter- 
mined he has got to pay it. 

Mr. McConnetu. Who calls the industry committees into session 
from time to time? 

Governor Munoz. The Secretary of Labor, the Federal Secretary 
of Labor. And he appoints them also. 

Mr. McConnett. In other words, the industry committees in no way 
have to do with coming into session from time to time. I know he 
appoints them. 

Do you mean to say that over a period of weeks and months—— 

Governor MuxNoz. He appoints them and appoints a chairman for 
each committee, and the chairman calls them into session. 

Mr. McConnetu. The chairman calls them into session ? 

Governor Munoz. That is, the committee goes down there, say in 
the month of April, and they have 20 days available, or 25 or 30 days 
available. And during that time they meet almost continually by call 
from day to day from the chairman. 

Mr. McConneti. Might the chairman be from any of the groups 
like labor or industry or a public member if you have such ? 

Governor MuNoz. My recollection is that he can be from any of 
the groups. 

Mr. McConnett. Any of the groups? 

Governor Munoz. As a rule; often he is one of the public members. 

Mr. McConnztt. I notice from a bulletin put out by the Wage and 
Hour and Public Contracts Division of the United States Department 
of Labor that the rates paid fluctuate quite a bit in amounts here from 
one industry to another, and also they vary quite a bit as to when they 
were set. We have some here at 75 cents set in 1953, and some at 60 
cents set on another date in 1953. And I notice that you have one here, 
cigar and cigarette—36 cents per hour—set in July of 1951. 

Why would that be so much lower than any of the others? 

Governor MuNoz. The nature of the industry and its capacity to 
pay as the committee sees it. 
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Mr. McConneuu. Why would there be no change since 1951? There 
is a low rate, and, at the same time, no change since 1951 in that 
particular industry. 

Governor Munoz. The rate may seem low just by eye, absolutely. 
But if the committee operated correctly it was the highest that the 
industry could pay at that time. 

Mr. McConnetu. But there is a possibility they did not operate 
correctly? Would that be a possibility ? 

Governor Munoz. I would like to see how the members of the com- 
mittee, all the members of the committee, voted on that one. If it was 
unanimous it would be very difficult to disagree with their conclu- 
sion. 

Mr. McConnexx. It stands out. That is the reason I mention it. 
It is lower than most of the others, and there was no change in it 
since 1951. 

Governor MuNXoz. But I do agree with you, Congressman, thor- 
oughly, that certainly 4 years should not go by. The effectiveness 
of the process should be improved so that in no case would such a 
length of time as 4 years go by without looking into the industry to 
see if it had arrived at a position where it could improve its mini- 
mum wage. 

Mr. McConne tt. I think that is all. 

Mr. Baitey. Would you yield for a question ? 

Mr. McConnetu. Yes. 

Mr. Batrey. I would like to call the attention of the committee to 
the fact that the rate set in the cigar and cigarette industry is 20 cents 
below what you say the average wage is that is being paid in Puerto 
Rico. 

Governor Munoz. That means that there must be some that are con- 
siderably above—20 cents above. 

Mr. Batrey. It occurs to me that an industry that could not pay a 
better wage than that would be a drag on your economy rather than an 
asset to your economy. 

Governor Munoz. Yes. 

Well, as I said, the lower paying industries are the ones in which we 
are getting more increase of unemployment. As the economy goes up 
these low-paying industries will tend to become smaller and smaller. 

Still, our rate of unemployment is so high that we cannot afford to 
throw such industries by the board. 

Chairman Barpen. You just cannot afford for them to put down 
their machete knives yet, can you ¢ 

Governor MuNoz. That is right. 

Chairman Barpen. Let me say this while you are on that, in view 
of the fact that I do have considerable experience with the tobacco 
situation. 

I am not familiar with the industry to which you refer, that is, the 
actual operation of it in Puerto Rico, but it is highly probable that, 
in view of the fact that the great bulk of that cigarmaking is by hand 
and they are in competition with machines, if you raise that too much 
you simply kill it out. Because, after all, there is just so much com- 
petition that fingers can offer an automatic machine. 

Mr. Gwinn? 

Mr. Gwinn. Mr. Governor, I think you have made a very good 
statement for the mainland, too, namely, that when you have inter- 
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ference by government, management by government in any category, 
including wages, you take away from the self-government of the 
pope You think that is bad, do you? 

overnor MuNoz. Generally speaking, yes. However, I recognize 
that the interest of the Congress in wages in Puerto Rico is a legiti- 
mate interest since we all operate in a Tree-trade area. ‘The interest 
of the people in the States that wages in Puerto Rico be not lower 
than they should be or than they can be, I think, is a legitimate interest. 

I am just arguing here for a good method of expressing that legiti- 
mate interest. 

Mr. Gwinn. Now, dwelling a bit on the industry committees, I gath- 
ered from something you said that possibly these committees really 
do not fix minimum wages but they ascertain what the going wage is 
and pronounce that as the wage. Is that a fair statement? 

Governor Munoz. Not the going wage; no. 

The highest wage that the industry can pay and still keep operating. 

Mr. Gwinn. That is the highest economic wage ? 

Governor Munoz. That is right. 

‘ Mr. Gwinn. That the industry can pay. That is on the minimum 
asis. 

Governor MuNXoz. That is right. 

Mr. Gwinn. It does not attempt to find out what the wage should be 
above the minimum ? 

Governor Munoz. Well, in practice it turns out to be the prevailing 
wage instead of the minimum in Puerto Rico since the industry com- 
mittee is seeking the highest possible wage that the industry can pay 
and still get a reasonable margin of profit from its operations. 

So it turns out to be the prevailing wage. 

Mr. Gwinn. Does this affect all the wages, as some testimony has 
shown here, that when you fix a minimum wage it tends to fix the 
various wages throughout that industry from bottom to top ? 

Governor MuXoz. From there up, from the minimum up. 

Mr. Gwinn. That is right. So that when this industry committee 
functions it really functions on the wage scale generally. 

Governor Munoz. That is right. 

Mr. Gwinn. By fixing the minimum. 

Governor Munoz. Yes. 

Mr. Gwinn. But you get by with that because the government does 
not actually intend to interfere with the going maximum-minimum, so 
to speak. That is, the going rate is determined and fixed so that you 
have a natural fixing of wages according to the economic price level. 

Are you sure that you have had an increase of wages of 82 percent 
sirice 1940? 

Governor Munoz. Real income of wage earners’ families, yes ; wages, 
85 percent. 

Mr. Gwinn. What has happened to your profits scale? Have they 
gone up or down proportionately ? 

Governor MuNoz. The general economy has improved during that 
same period. 

Mr. Gwryn. In percentages your price level has risen how much?! 

Governor Munoz. Well, let me say that wages have gone up during 
that period more than the general income of the Commonwealth. That 
is, the general income has risen, let us say, 320-some percent, and wages 
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have risen 370-some percent during that period. So wages occupy a 
larger proportion of the net income of the island now than they did 
14 years ago. 

Mr. Gwinn. So that on pressure for industry to absorb, this increase 
in wages is probably being absorbed by the manufacturers in lower 
profits on business transactions ? 

Governor Munoz. Or in greater productivity. 

Mr. Gwinn. You have no statistics in that regard ¢ 

Governor Munoz. There would be some. 1 would not have any at 
hand. 

Mr. Gwinn. Do you have any notion about the relative position of 
your manufacturing profits, as to whether or not they tend to go up 
or down with wages ? 

Governor Munoz. The basic reason for lower wages in Puerto Rico 
than in the States is that there is lower productivity. If we had com- 
pletely equal productivity in Puerto Rico to the mainland, certainly 
there should be equal wages. There is no question of that. That is 
the basic reason, is the lower productivity, not just because the work- 
ers are less productive but because the whole economic complex of the 
island is. 

Mr. Gwinn. I was not thinking of that so much. It is a surprising 
fact in the testimony here that our profits in manufacturing are either 
stable or tending down during this period whereas we have been as- 
suming that the tendency is up with wages. That is not so. 

Governor MuNoz. You mean in the States? 

Mr. Gwinn. That is right. 

Governor MuNoz. Well, in Puerto Rico the wages, as I said, occupy 
a greater proportion of the total income now than they did 14 years 
ago. 

Mr. Gwinn. They may be improving their temporary position at 
the ultimate disadvantage of themselves by shutting down business and 
creating unemployment. 

Governor Munoz. Yes. 

Chairman Barpen, Let me say this; Mr. Gwinn, right here: You 
ware calling for figures. The Governor was caught away from home 

ase. 

Mr. Gwinn. I realize that. 

Chairman Barven. This was not a prepared meeting. He was in 
Boston, and he came down here. He did not have an opportunity to 
get the kind of statistical data that you would want. 

Mr. Gwinn. I appreciate that fact. But I thought it would be in- 
teresting to know whether or not our emphasis on wages may not be 
sacrificing our economy to the disadvantage of the worker by shoving 
profits down so that the expansion of facilities is tending to go down 
and eventually may be slowing up instead of advancing. If we are 
healthy, profits ought to advance with wages, should they not? 

Governor MuNoz. That is right. And if your wages take away 
from your capital formation it will tend to slow up your economy. 

Now that is precisely one of the things that worries us about doing 
that, by specific fiat legislation. 

Mr. Gwinn. Thank you. 

It should worry us, but we ignore it, and I think to our damage. 

Thank you very much. 

Chairman Barpen. General ? 
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Mr. Smiru. Governor, are you ever consulted for the personnel on 
these industry committees in Puerto Rico ? 

Governor MuNoz. Asarule, yes, for the public members from Puerto 
Rico. 

Mr. Suir. What about the labor members? 

Governor Munoz. No. I suppose the labor organizations are con- 
sulted directly. 

Mr. Smirn. That is all. 

Chairman Barpen. Mr. Bosch ? 

Mr. Boscu. No questions. 

Chairman Barpen. Mr. Holt? 

Mr. Horr. No questions. 

Chairman Barpen. Mr. Rhodes? 

Mr. Ruopes. Just one question, Mr. Chairman. 

Governor, first I would like to say I have thoroughly enjoyed your 
appearance here today, and I think you have given us some very defi- 
nite food for thought. 

Governor Munoz. Thank you. 

Mr. Ruopes. How can we, as a committee of Congress, change the 
law if it needs to be changed to speed up the working of these com- 
mittees? That seems to be the main bottleneck in the Puerto Rican 
labor situation and the prevailing wages. What can we do about it? 

Governor Munoz. Well, in the first place, appropriate sufficient 
funds for the committees to go down there and do their work oftener. 

Mr. Ruopes. I think you have got the most sympathetic audience 
you ever had. 

Governor MuNoz. And perhaps simplify the appeal procedures, 
and make for conclusions to become effective faster. 

I would say that it would please the Commonwealth government 
very much if, as a matter of principle, it were decided that the Com- 
monwealth government should put up, to accept the Commonwealth 
government contribution, half of the expenses of these committees. 
In money it is not much. Uncle Sam doesn’t need it. But, as a mat- 
ter of principle, we would feel very happy to show how we feel about 
it by contributing half of the expenses of these industry committees. 

Mr. Ruopes. Psychologically, that may be important. 

Governor MuNoz. Although they would be operated by the Federal 
Secretary of Labor. 

Mr. Ruopes. I hope that when this committee does consider the 
section of the bill which deals with Puerto Rico we will be able to do 
something about that. I agree with you, however, that it needs a lot 
of study before we go into this whole situation involving the economy 
of Puerto Rico. 

Governor MuNoz. I do think, Congressman, really that in that re- 
gard if the whole committee, or at least a subcommittee thereof —if 
possible, the whole committee—could go down to Puerto Rico just to 
take a look, a thorough look at all the factors involved in this prob- 
lem, it would help it tremendously to form a sound judgment. 

Mr. Ruopes. One thing more, Governor. 

Does the enabling act for the Commonwealth of Puerto Rico allow 
your legislature to pass any minimum-wage legislation which would 
be supplementary to the Fair Labor Standards Act? 

Governor Munoz. We have our own minimum-wage law also by 
industry committees. 
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Mr. Ruopes. It operates much the same way as the Fair Labor 
Standards Act provision concerning that ? 

Governor Munoz. Yes. 

The committee for each industry determines the highest wage that, 
in its judgment, an industry at a given time can pay as a minimum. 

Mr. Ruopes. Thank you, Mr. Chairman. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. Mr. Fjare? 

Mr. Fysare. I certainly hope that the people of Puerto Rico realize 
how fortunate they are to have you for Governor. 

Do I understand from your testimony this morning that the indus- 
try committee somewhat supplants or substitutes for normal bargain- 
ing relations that we enjoy between labor unions and industry in this 
country ? 

Governor Munoz. No, not at all. 

We have our own labor organizations, and collective bargaining in 
Puerto Rico is guaranteed not only by law but by the constitution 
of the Commonwealth. 

Mr. Fsare. How effective is it compared to the mainland ¢ 

Governor MuNoz. It is as effective as labor unions in different fields 
can make it. In some fields it is very effective; in other fields it is less 
effective. 

Mr. Fsare. Why is it less effective ? 

Governor MuNoz. Some unions are more effective than others. 

Mr. Fsare. I will agree with that. That, of course, is obvious. 

Are the unions in Puerto Rico, or the organized labor groups in 
Puerto Rico affiliated with the labor organizations from the mainland ? 

Governor Munoz. Yes. They are affiliates of the A. F. of L. or affi- 
liates of the CIO, and there are a number of independents. 

Mr. Fsare. Which are more effective? Those affiliated with the 
mainland or the Puerto Rican organizations ¢ 

Governor MuNxoz. I should say you can get examples of effective 
unions in both groups. 

Mr. Fsare. Are you realizing an increase of effectiveness in col- 
lective bargaining in Puerto Rico? 

Governor Munoz. Yes. 

Mr. Fsare. How long has it been in effect? That is, collective bar- 
gaining ¢ 

Governor MuNXoz. Collective-bargaining practices have been in 
effect for many years. But the law guaranteeing collective bargaining 
to labor organizations is a law of our own party, and it has been on 
the books for about 10 or 12 years, probably 13 years. 

Mr. Fsare. Actually what relationship exists between the industry 
committee and your groups in collective bargaining ¢ 

Governor Munoz. The industry committee fixes the minimum. By 
collective bargaining the employers and workers can agree to any 
figure above that. 

Mr. Fsare. Are all of the industries in Puerto Rico pretty much 
organized? Are the employees organized ? 

Governor MuNoz. Most of them are; yes. I would not say all, but 
most of them. 

Mr. Fsare. Have you any idea what percentage ? 
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Governor MuNoz. All major industries are organized in Puerto 
Rico. 

Mr. Fsare. I think that is all, Mr. Chairman. 

Chairman Barpen. Governor, I want to thank you for helping us 
with this problem. 

Let me mention this, and I do it only for the record and for those 
who may not know about it: 

As I understand it, you have enjoyed the friendship and the con- 
fidence of your labor organizations in Puerto Rico, and you work 
with them very closely. 

Governor Munoz. That is correct. 

Chairman Barpen. So there is no controversy or fight between the 
things you stand for and the things that all the Puerto Rican people 
stand for. 

Governor Muxoz. That is correct. 

Chairman Barpen. Governor, we may give you a little time to re- 
consider that invitation to Puerto Rico, but I am sure you realize now 
that it has almost become a threat because it looks like all the members 
are taking on your suggestion very rapidly. 

Governor Muxoz. You may be sure that there is no chance of its 
being reconsidered. 

Mr. Ruopes. Mr. Chairman, he did put his invitation this way: he 
said “You gentlemen on the committee.” 

Governor Munoz. I took that back. 

Chairman Barpen. He retreated on that. 

Mrs. Green. Will the gentleman from Arizona yield? 

Mr. Ruopes. Yes. 

Mrs. Green. When the gentlemen of the committee go to Puerto 
Rico may I also request that you do a study about the rank discrimina- 
tion against women on the island. 

Chairman Barpen. If this committee goes, Mrs. Green, I will see 
that you are a committee of one to handle that. 

Governor, thank you so much. I hope we have not dislocated your 
plans. 

Governor Munoz. Not at all. 

It was a great pleasure and a great honor to appear before this com- 
niittee. 

I thank you and all the members for the opportunity. 

Chairman Barpen. Thank you, sir. 

Governor Munoz. It was a pleasure to be here. 

Chairman Barven. The next witness is Mr. Tom DeWeese repre- 
senting the Southern Pine Industry Committee. 

Mr. DeWeese, your Congressman gave you quite a boost as being a 
grand fellow. 


Will you identify yourself for the record and proceed with your 
statement. 
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STATEMENT OF TOM DeWEESE, PRESIDENT, A. DeWEESE LUMBER 
CO., PHILADELPHIA, MISS., ON BEHALF OF SOUTHERN PINE 
INDUSTRY COMMITTEE, ACCOMPANIED BY S. P. DEAS, SOUTHERN 
PINE INDUSTRY COMMITTEE; AND HENRY BAHR, SECRETARY, 
NATIONAL LUMBER MANUFACTURERS ASSOCIATION 


Mr. DeWenesz. My name is Tom DeWeese. I am president of the 
A. DeWeese Lumber Co., Philadelphia, Miss. 

I am here to testify for the Southern Pine Industry Committee, 
which speaks for the entire southern pine lumber manufacturing in- 
dustry on matters that affect our industry. 

Southern pine, which furnishes 23 percent of the construction lum- 
ber for the Nation’s home-building program and other construction, is 
produced in commercial quantities in the 12 States of Virginia, North 
Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi, 
Louisiana, Texas, Oklahoma, Arkansas, and Tennessee. 

These States are represented in the Congress by 24 Senators and 112 
Members of the House of Representatives. 

In turn, these Members of the Congress have a constituency among 
the southern pine manufacturing industry of approximately a quar- 
ter million part-time and full-time workers who are employed by more 
than 23,000 operations. This is graphically illustrated by exhibit 1 
of the charts submitted with my testimony which I assume all of you 
have. Practically all of these employers fall within the category of 
By business. T he annual payroll amounts to approximately $350 
million. 

The Southern Pine Industry Committee is supported voluntarily by 
the southern pine lumber industry irrespective of affiliation with any 
association or group, and represents every known manufacturer on 
legislation involving the industry as a whole. 

t is generally recognized that a higher minimum wage will be felt 
more severely in the South, and by southern sawmills in particular. 
Our industry firmly believes that wage regulation by law is not a 
proper function of the Federal Government, that an increase in the 
present minimum will critically hurt our industry, and that the re- 
sponsibility for any dislocation in the South’s economy will rest 
squarely on the shoulders of the Members of Congress if they should 
im a higher minimum. 

n all of the testimony before your committee and the Senate Labor 
Subcommittee, we fail to find any spontaneous demand for an increase 
in the present minimum from any ordinary taxpaying, wage-earning 
citizen of this country. We do find demands for a higher minimum 
from organized labor, from some Government witnesses, and from 
special interest groups. But these appeals completely ignore the abil- 
ity of certain important industries to absorb increased costs that will 
result from a higher minimum. The southern pine industry is defi- 
nitely one of those. 

In our industry last year the average spread between cost of pro- 
ducing 1,000 board-feet of lumber and realization from the sale of 
that lumber was $3.97 per thousand feet, or 4.9 percent of cost. And, 
remember, too, that 1954 was a prosperous year in the construction 
industry. And I might add that in this spread, as the term “spread” 
is used here, it does not include such items as interest on borrowed 
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capital, claims, discounts, allowances, trade adjustments, and bad ac- 
counts. Together, these factors amount to about $1.60 per thousand, 
which would reduce that spread by $1.60, in my opinion, in arriving 
at a profit. 

And remember that 1954 was a prosperous year in the construction 
industry. Had a 90-cent minimum prevailed in 1954, all else remain- 
ing the same, the spread would have been $1.19, or 1.5 percent of cost. 
And I might add that that $1.60 we referred to would have eliminated 
that small profit with a 90-cent minimum. Under a $1 minimum, the 
industry on the whole would have lost $2.28 per thousand feet, or a loss 
of 2.8 percent on cost. 

We are aware of the comparison made that the prevailing minimum 
wage in the lumber industry of the Pacific Northwest is more than 
twice the prevailing minimum in southern pine. On the surface, that 
may sound like a good argument. Of the 23,000 lumber mills in the 
South, 9814 percent produced under 5 million board feet of lumber 
each in 1947, according to the Census Bureau, but their aggregate of 
the total southern pine production was nearly 72 percent. The Pacific 
Northwest has much larger mills, its timber stands are denser, the 
trees are much larger, the mechanization is far greater, and therefore, 
so are the number of their skilled workers. 

Because of these striking dissimilarities, about 73 percent of our 
workers are unskilled, as compared to only 12 percent in the North- 
west. 

It requires 3 times as many man-hours to produce 1,000 board feet 
of southern pine as it does to produce a like amount of lumber under 
highly mechanized conditions like in the Northwest. The average 
southern pine log contains 76 board feet ; in Douglas fir, it’s 700 board 
feet. 

These contrasts partly explain the dependence of southern saw- 
milling upon manual labor. The size of the average producing unit 
in the South makes mechanization impossible on the same scale as in 
areas where larger plants are justified. 

The fact that our industry consistently and strenuously oppose an 
increase by law in the minimum wage should not be construed as oppo- 
sition to the principle of higher wages or better working conditions. 
And I might add, of course, living conditions. But, we believe that 
even the advocates of a higher legislated wage would urge extreme 
caution if they knew a substantial and sudden increase means unem- 
ployment and plant shutdowns. We firmly believe that a 90-cent mini- 
mum will cause many southern pine mills to close. A $1 minimum 
will force even more out of business. We think we bring this out very 
clearly in exhibit 6. 

Here is our answer to those who call us calamity howlers for having 
said that the increases of the early forties, and of 1950, would “put us 
out of business”: World War IT bailed us out the first time, and the 
Korean war the second time. We do not relish this type of relief a 
third time. 

Reference has been made to the study titled “Results of the Mini- 
mum Wage of 1950.” 

Mr. Frelinghuysen has left, has he not? He asked a question of the 
first witness that I think we have the answer for here about the impact 
of the 1950 raise. Quoting from the Results of the Minimum Wage of 
1950 by the Wage and House Division in support of the claim that the 
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increase from 40 cents to 75 cents in 1950 had no significant effect on 
pre ee png and in plant shutdowns in the industries covered by the 
study. 

That report frankly admitted the study is an unsatisfactory meas- 
ure of the effects of the minimum wage increase even upon the par- 
ticular industries studied. On page 2, it says: 

The purposes of the program were frustrated to some extent by the course of 
political events during 1950. The invasion of South Korea—and the economic 
impulses generated by these international developments—overshadowed the new 
minimum and obscured any assessments of its longer-run influences. 

Because this study alleges no serious consequences from the increase 
of 1950 is certainly no indication that a further increase can now be 
made with no ill effects. 

I wonder if your committee or the Congress really know what effect 
a higher minimum wage will have upon the Nation’s entire wage 
structure, on customary wage differentials, the effect of a higher 
minimum upon prices ? 

Do you fully understand that an increase in the minimum wage will 
hurt many small businesses and force many of them to shut down ? 

If I were in Congress I would want to be very sure before enacting 
legislation that it would not hurt any reputable employer or his 
workers. I would weigh every issue carefully before making my 
decision. I would not yield to pressure groups or to the temptation 
of doing what might be politically desirable. I could not live with my 
conscience unless I was absolutely certain that what I was doing was 
right and good for my people, and my country. 

Our industry submitted comprehensive information to the Senate 
labor Subcommittee based on a survey during the first quarter of 
1955, covering 1954. It showed that last year—and remember, 1954 
was a good home-building and construction year—26 percent of our 
industry operated with deficits. Had a 90-cent minimum wage been 
in effect, 5&8 percent of these operators, employing 49 percent of the 
working force, would have operated with deficits. Under a $1 mini- 
num, 70 percent of the operators, employing 63 percent of the workers, 
would have operated at a loss. 

Our industry also conducted a comprehensive wage survey as of 
January 15 this year. It showed the average hourly wage of all 
workers in the industry to be 88.9 cents. We submit this statement as 
an exhibit, but for your convenience I call to your attention that 31 
percent of our workers are being paid between 75 cents and 79 cents 
an hour; 19.8 percent are receiving from 80 cents to 84 cents; and 15.3 
percent receive from 85 cents to 89 cents an hour. In other words, 67.2 
percent of our industry’s employees now receive less than 90 cents an 
hour. Going further, 84.2 percent of our workers receive less than $1 
per hour. Exhibit 5 will show where the big clusters are in our wage 
scale. Of course, those are the straight-time hourly earnings before 
overtime. 

Conditions in our industry cannot be measured by standards used 
in cost-of-living studies in metropolitan areas, or in worker produc- 
tivity in other industries. We must deal with the cold realities 
of our own problems, and with the raw material provided by nature. 
Our trees are small and “thin on the ground,” timber stands are in 
widely scattered areas on thousands of farms and woodlots. The vast 








732 AMENDMENT TO INCREASE THE MINIMUM WAGE 


majority of operators, the 9814 percent I referred to earlier, compete 
strongly with each other for timber. The price of standing timber 
is already extremely high, ranging from $25 to $50 and more per 
thousand feet. Under added inflationary pressures of $1 minimum, 
it is impossible to say at this moment what would happen to the price 
of standing timber in the South. 

The thousands of small mills, assuming they can survive a higher 
minimum wage, who depend on the open timber market for their raw 
material, will find competition just as keen, if not more so. But, if 
the combination of circumstances should force a reduction in stumpage 
prices, the farm woodlot owner would be the biggest loser. 

The problems of operating a business and meeting the payroll be- 
come greatly mageitied when a factor over which the employer has 
no control, like a legislated increase in the minimum wage, is voted 
by Congress. 

It seems appropriate to recall the purposes which the Fair Labor 
Standards Act were supposed to deal with originally—namely, the 
elimination of sweatshops (which no longer exist) ; the spreading of 
employment (which no longer needs spreading by law); and the 
elimination of oppressive child labor (which no longer exists). 

Our industry must put first things first. Productivity from men 
or machines, or both working together, must come first, and wages 
second. No one who believes in a free economy can argue that a per- 
son should have a certain wage whether he earns it or not. We ask 
the Congress to undertake an exhaustive study to determine just how 
many industries, firms and workers will be put out of business by an 
increase in the minimum wage to 90 cents or $1. 

I would like to repeat that, if you don’t mind, because it is a specific 
request that we think is logical and fair. We ask the Congress to 
undertake an exhaustive study to determine just how many industries, 
firms, and workers will be put out of business by an increase in the 
minimum wage to 90 cents or $1. 

We are familiar with the argument that a legal minimum wage 
offers protection to the “fair employer” against one who obtains a 
competitive advantage by paying less than the “fair employer.” I 
would like to express a personal opinion. I never could figure out 
whether it should be the purpose or Fanetion of the wage-and-hour law 
to try to equalize competition among employers or regions. And that 
argument has no validity so far as our industry is concerned. 

Unless there is assurance that we can get a guaranteed price for our 
product just like the worker will get a guaranteed higher minimum, 
thousands of operators in the rural South will be forced to close down, 
and their thousands of workers will have little hope for work else- 
where, because in many cases the sawmill is the only source of employ- 
ment in the community. Since we are so closely related to agriculture, 
many part-time farm workers will lose the additional income they 
make by working in the mills. Most southern sawmill workers ad- 
versely affected would likely go on relief as wards of the Government 
at the taxpayers’ expense, after, of course, they finish drawing their 
unemployment insurance. 

The minimum-wage law was sold as an instrument to put a floor 
under wages. That concept has apparently been lost in the continu- 
ous efforts to hike the minimum above the prevailing level in the 
southern pine industry. 
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This fact is recognized by Mr. Stuart Rothman, Acting Adminis- 
trator, Wage-Hour Division, who testified before your committee 2 
weeks ago. He said: 

The act’s minimum wage is not a prevailing wage, and is not a substitute for 
a collectively bargained rate * * * If this floor is raised so high that the 


industries employing the low-paid workers cannot absorb the increase, it can 


only result in pressures to remove more of these industries from the act’s 
provision. 


He continues by saying: 


* * * the level must not be set so high as to require either the exemption 
or the curtailment of employment of the very workers who are most in need 


of this protection. 

Mr. Rothman makes another significant observation that applies 
particularly to our industry, when he says: 

If the market will not take price increases, the low-paid workers whose jobs 
are at stake lose instead of gaining. 

Mr. Rothman makes another statement that leads me to believe that 
he understands the situation in our industry. These are his words: 

The fact that in southern sawmills there is still a marked bunching of wage 


earners at or just above the minimum, and that a similar tendency appears 
in some other low-wage industries, suggests the difficulty of the adjustment to 
the 75-cent rate. 

This last-quoted statement offsets the Senate Labor Committee’s 
report to accompany §S, 2168, the Senate minimum wage bill, which 
says: 


The evidence is very impressive that that increase (to 75 cents in 1950) was 
absorbed with little difficulty. 
While it is already in the record, I should like to quote from the 


Under Secretary of Labor, Mr. Arthur Larson, who said before you 
last week : 


* * * It is important to keep in mind that the statutory minimum wage is 
intended as a floor under wages, not as a prevailing wage. 

Yet, the 90-cent minimum recommended by the President is higher 
than the average hourly wage in our industry, which I mentioned was 
88.9 cents, as of January 15, this year. A $1 minimum is higher than 
the collectively bargained minimum wages in the southern pine in- 
dustry. With one single exception, our wage survey of January 15 
shows no southern pine manufacturer paying a minimum as high as 
$1 an hour. 

I emphasize this for two reasons. First, to bring out that even the 
larger mills in our industry, with collectively bargained wage con- 
tracts, are not paying as much as the minimum just voted by the 
Senate; and secondly, to correct a misleading statement given to the 
Senate Labor Subcommittee by Mr. A. F. Hartung, president of the 
International Woodworkers of America, CIO, when he said, without 
reservation, and I quote: 

The larger progressive and responsible companies in the South are paying 
minimums in excess of $1.25, * * * 

The statement is absolutely erroneous, so far as southern pine manu- 
facturing operations are concerned. I certainly hope such a statement 
was not accepted without verification. 

The industry survey to which I referred covered 373 southern pine 
operations employing 25,459 workers. It showed only 22 companies 
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paying a minimum of 90 cents an hour, or more. Many of our em- 
ployees alternate between sawmills and the farms, I might add, we 
reduced the cotton allotment and other restrictions. They have less 
farm labor to do with than ever before and they have more need for 
that part-time employment than ever before. 

Chairman Barpen. Let me clear up that picture. There are a lot of 
these mills that in the aggregate produce a lot of lumber. But the 
individual mill, cutting from 10,000 to 15,000 feet, or some of the 
ground mills, will get up possibly to 20,000. But that is an unusual cut 
for a ground mill. 

Mr. DeWeese. Yes, sir. 

Chairman Barpen. Now, in many instances they are operated part- 
time until most of the crop-gathering season is concluded. In many 
instances, the actual sawing is done by the owner of the farm, or the 
owner of the mill. 

Mr. DeWeesr. Yes, sir. 

Chairman Barpen. He is right in there working with the rest. 

With a mill of that kind, they have no such thing as lumber lifts 
to load trucks with lumber and automatic gadgets to price the logs. 
And when you cut 700 feet of lumber, you have handled by hand a 
pretty good truckload of logs. You have 10 logs to handle at least to 
get 700 feet of lumber, or 750 feet. 

Now, the thing that is confronting them, of course, is to try to stay 
in business with the west coast re, Be pouring over here where they 
get 700 feet out of one log. It is a clearer grade, but not as strong as 
southern pine. 

Mr. DeWeese. It is structurally not as strong. 

Chairman Barven. It is structurally not as strong. But it looks 
pretty in a pile. 

Mr. DeWeese. Yes, sir. 

Chairman Barpen. And I believe at the present time the average 
lumber yard around here in Washington would have probably 75 per- 
cent west coast lumber whereas it used to be 90 or 95 percent southern 
pine or from southern pine trees. 

Go ahead. I did not mean to interrupt you. 

Mr. DeWeese. Our friends on the west coast, Mr. Chairman, who 
pay this high wage—and we are glad they can—I understand on good 
authority that they are definitely opposed to an increase in the mini- 
mum wage even though it will not affect their operations. And it will 
effect us certainly, a direct competitor of theirs. They oppose it on 
principle and on the feeling that the long-range effects of it are not 
good, and that it will eventually contribute to inflation.’ 

Chairman Barpen. Whether you like it or not, they are fixing the 
Jumber price now. . 

Mr. DeWeese. Yes, sir. And my point was, they are paying over 
twice the wages we are. And they can afford to, and I am glad they 
can. But they are also opposed to this increase. And they are our 
competitors, and good friends. 

Getting back to these small sawmills in connection with the farm 
workers, their circumstances are different from the highly skilled 
workers in large cities whose incomes are used as the measuring rod 
by some economists in their estimates of how much money is needed 
to sustain a family of four. No southern pine sawmills are located in 
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metropolitan areas, but in small towns and rural sections. Sawmills 
provide more employment for workers than any other manufactur- 
ing industry in most of the Southern States. 

Our ability to pay wages is determined by our ability to market our 
product in competition with other species and other materials. We 
simply cannot pass the added cost of manufacture to the consumer, 
because he has a wide choice of materials to select from. Practically 
all of these manufacturers. pay more than the present or proposed 
minimum, and may feel that they are not immediately affected. Our 
markets are already invaded—this is what you were referring to, Mr. 
Chairman—by other products and other lumber species. We are 
fearful of what a higher minimum wage will do to our industry which 
is the source of employment for approximately a quarter-million 
workers. We also have information on shipments prepared for many 
years of southern pine in all of the various States versus western lum- 
ber in the various States that prove conclusively how they have taken 
our markets. 

That question of unemployment should be your concern, too. To 
help you understand the nature of our industry, I submit with this 
statement a number of exhibits, one of which shows a steady decline 
since the Korean war in both the number of establishments and the 
number of employees in southern sawmilling. Our production has 
been declining while construction continues at a high level. Exhibits 
2, 3, and 4 show in face of this high-level construction program that 
southern pine construction has been declining. There are fewer plants 
and smaller working plants today than when the minimum of 75 cents 
went into effect. An increase to 90 cents an hour, or to $1, does not 
give consideration to what will happen if there should be a downward 
trend in construction. 

Is it contemplated that if distressed economic conditions should 
develop there would be pressures for legislative support of minimum 
prices? We would, as strong believers in a free economy, oppose any 
such more because that would be the last lap toward socialism— 
American style. 

The President’s Economic Report of January 28, 1954, dealing with 
low incomes and the minimum wage, made some very significant ob- 
servations, some of which are: 

Low annual incomes are not caused solely by low wages, nor are high incomes 
assured by high hourly rates. Some people have no earnings at all, or extremely 
low earnings, because of partial employment, sickness, or other factors. Some 
do not earn enough, even when fully employed, to support their families at a 
decent living standard. 

The President’s Economic Report of last year, in dealing with the 
size of the minimum, stated : 

A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up the 
whole scaffolding of wages and of costs of doing business, thus leading to either 
inflation of prices and the worker’s own living cost, or to the elimination of the 
less efficient employers and workers. Yet the ability of the employer to absorb a 
high minimum wage is limited. Indeed, the low-pay industries of today are often 
those earning modest profit, having limited opportunities to increase produc- 
tivity, and containing firms easily squeezed out of business by rising cost. 


I submit, gentlemen, that the southern pine industry could not have 
been more properly described. The vast majority of our sawmills can- 





736 AMENDMENT TO INCREASE THE MINIMUM WAGE 


not absorb a higher minimum. Most are earning a modest profit, many 
are losing money now. Our opportunities to increase productivity, as 
the President stated, are limited because of the very nature of our in- 
dustry—industry which, Mr. Chairman, are those very small ground 
mills, as you call them. 

The President’s reasoning was sound last year. When he recom- 
mended this year an increase to 90 cents, which we strongly oppose, 
he was gravely concerned with the danger of setting a minimum any 
higher than that because of its impact on small business and those 
whose operating profits are very small. 

Yet, the soundness of the President’s observations last year and his 
caution this year seem to have been pumpin ignored by the Senate. 

I am told that the testimony of the Senate Labor Subcommittee was 
not available to members of the Senate until the day the bill came up. 
How, then, could those Senators who are obligated to their constituents 
to weigh testimony presented before public hearings give such careful 
consideration without having time to study the record? What was the 
basis for their vote when it was impossible for them to analyze and 
study the evidence which is a prerequisite to intelligent and impartial 
consideration ¢ 

We hope your committee will provide full opportunity to the House 
of Representatives for deliberate consideration of the evidence submit- 
ted and complete discussion of the subject when it reaches the floor. 

In the interest of an important southern industry, as stanch sup- 
porters of constitutional government, and with a prayer that the 
United States Congress weigh carefully all legislation that it enacts, 
we appeal to you to recommend no increase in the statutory minimum 
wage. 

Thank you. 

(The exhibits to Mr. DeWeese’s testimony are as follows:) 
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ExurBit 2 


Production of the southern pine industry, 1940-54 


In 1,000 

Year: board-feet | Year—Continued 
1940 10, 162, 966 1948 
1941 _.. 10, 111, 696 1949 
1942 11, 761, 397 1950 
1943_ 9, 961, 589 1951 
1944 8, 132, 141 1952 
1945. 7, 210, 066 1953 
1946 9, 375, 859 
1947 ie 9, 473, 360 


Source: Bureau of the Census for all years except 1948 and 1954, which are Southern 
Pine Association estimates. 















































ExHIsit 3 


Average annual estimates of total employment* by logging camps and logging 
contractors, sawmills and planing mills, general, in the 12 Southern States for 
the years 1949 to 1954 








State 1949 | | 1952 





' 
(0 GEE? Ta eee © 33, 900 | 


800 | 28, 24, 300 
,, __ Geter 2a 25, 393 | 


22,643 | 20,6 19, 375 


Wchiiting ; : ‘ 28, 925 30, 613 , 4 24, 608 
Louisiana... conbundadeacecan eee 2, 400 t 19, 000 
Mississippi 3 oS ee: 20, 709 | , 67! 22, 9% 20, O61 15, 255 
North Carolina. -_----- a See ett 29,800 | 34, | 35, | 33,100 32, 28, 800 
Oklahoma... pallet at ‘ ~— ed 1, 466 | 1, 563 , 520 | 1, 267 
South Carolina. -- : nbelsuanaai 18, 700 . ¢ 18, 100 i, | 14, 400 
Tennessee... .......-- 21, 200 , | 23,8 22, 000 ,6 20, 400 
- Sie Se SpE | 21,641 ,952 | 21,397 18, 899 , 186 14, 424 
Ra ee eee. 21, 300 3, | 22, 400 + 19, 600 


| 


30, 
i 2 
Florida sinhi Qué i 12, 900 . i | 14,200 , 12, 300 
| 30 
22, 





| LL ee Rockenes 286,275 | 256,779 | 238,857 | 213, 729 
| | j } 








1 States of Arkansas, Georgia, Mississippi and Oklahoma represent only employment covered by the 
States’ employment security laws. Estimate for Tennessee includes all lumber and wood products (except 
furniture); Virginia includes veneer mills. 

Source: State departments of labor—Employment Security Divisions in cooperation with U. 8. Depart- 
ment of Labor. 

EXHIBIT 4 


Average number of establishments or employers’ in the logging camps, logging 
contractors, sawmills and planing mills, general, industries as reported by the 
employment security commissions in the 12 Southern States for the years 1949 
to 1954, inclusive 





' 


| 1950 | 1951 1952 1953 





1,099 1,090 1,050 972 
1,741 1,815 1, 651 1, 554 | 
412 435 417 398 
1, 444 1, 534 1, 421 1,318 
493 51l 501 507 
776 764 679 621 
1, 155 1, 235 1, 256 1, 187 | 

27 31 26 22 
806 800 722 651 
617 610 586 572 
536 528 512 467 
941 978 965 934 


10,047 | 10,331} 9,786 | 9,203 | 




















1 Represents Establishments or Employers covered by the respective States’ employment security 
laws. In most cases, includes all establishments employing 8 or more employees. 


Nore.—States of North Carolina, South Carolina, ‘Texas, and Virginia include veneer mills. Tennessee 
includes industry classification—lumber and wood products (except furniture). 
Source: State Departments of Labor. 
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Exurstr 6 


Effect a greater statutory minimum wage would have had in 1954 on southern 
pine operators 





| Assuming higher 
Actual minimum in 1954 





$1.00 





Percent Percent Percent 
One NING i ot dag oeeceieecensckubcahscecn 74.07 | 41.97 | 29. 62 


Operators with deficits 25. 93 | 58.03 | 70. 38 








Workers employed by operators with profits 76. 9 51.01 36. 78 
Workers employed by operators with deficits 23.05 | 48. 99 63. 22 








100. 00 | 100. 00 100. 00 





EXHIBIT 7 


Average effect upon 1954 southern pine spread * had a 90-cent or $1 minimum 
wage been applicable 





Dollars per thousand Spread as percent of 
board-feet cost 





Percent 
Actual es per 1,000 board-feet in 1954 3. 4.9, 
Spread if $0.90 minimum had been in effect in 1954 1.5. 
Spread if $1 minimum had been in effect in 1954 2.8 deficit. 











1 Difference between sales realization and cost of production. 


ExuHrsiT 8 


TABLE 1—United States softwood lumber production, exports, imports, 
consumption, 1923-53 


[Million board-feet]} 





1 


Production Exports Imports |Consumption 





1,868 
1, 657 
1, 735 
1,777 
1, 634 
1, 372 
1,418 | 
1, 148 | 

702 
354 
311 | 
244 
380 
570 
573 | 
459 
606 
607 
1, 183 
1, 397 
704 
819 | 
882 
1,020 

1 1,092 | 

1 1, 652 

11, 425 | 

31, 528 13,140 
' 7 1 2, 250 | 

130, 477 f 1 2,267 

131,07 1 2, 527 | 














1 Subject to revision. 
Source: National Lumber Manufacturers Association. 
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ExHIsit 9 


Distribution of southern pine shipments, 12 months 1954 compared with 11 
months 1934 





173 mills, 12 months, 1954 | 1,020 mills, 11 months, 1934 





Southern pine shipments to— | p | j a 
| Thousand | 5/"rcent | 2. Thousand | }ercent 
| board-feet | — Rank | board-feet | f west Rank 


} 





Chief producing States: 
Alabama. 
Arkansas 


o~_m 


Louisiana } 
oe | 
North Carolina 

Oklahoma 

South Carolina 

a dln: andhibdininerpicinies sim inictige 
Texas 


Ne oe 


ry 
o CORR OIIA|PON*1 


_ 
NOS, SNPS 


BWAAIAAXCwWAwow 


Bore pm 





Total. pienihidscednaniabadehannell 


| 


_ 
=| 
ae 
ad 
oo 











Other States: 
Delaware 
Distriet of Columbia 
Illinois 
Indiana 
Iowa____- 
Kansas 
Kentucky 
ee ae eee 
Michigan 


re. S 
= 


MN NN KANON AWWOK OAH w 


“a 


pPrr per. 


IB.e 


Pennsylvania 
West Virginia 
Wisconsin 
All other ! 


PP Oe, Per pPr. § 
| PON OM WOHWORAAWONN SSO 


1. 
1. 
3. 
2. 


RRR awa 


= 
b. 











-& 














_ 
8 
co} on 





1 Includes all States not individually listed. 
Source: Southern Pine Association statistical department. 
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ExursitT 10 


Distribution of Douglas-fir rail shipments, by States, years 1954 and 1948 





Year 1954, 108 mills Year 1948, 175 mills 





Douglas-fir shipments to— 
Thousand | Percent | Thousand | Percent | 


of grand | Re 4 | Of grand | Rank 
board-feet | total: | board-feet | total 





Southern States: 
pS Ree Seapets S 
Arkansas... .-...-...--- 


> 
PK af 


We DOM Om toe Com DO 


FE i id inclblias erty ome hin 
Mississi 

North Carolina 

Oklahoma. 

South Carolina. 

y, (c(i 
Texas_. 

V irginia 


anor Or er QOnn 
i) 





> 








Other States: 
DI... x6 ihe Hid 
California... 


Connecticut 
District of Columbia____ 


Gait. catncdines nicud amrabiincd 
Illinois 
Indiana 


Ke ntucky _- 

Maine. SPP ESET MES are 
Maryland “te : 
Massachusetts- 


C7 mt Dt AT RD HRD OS OD 


Minnesota 
Missouri... 
M ontana 


im ORD ROD WWM IW OUANN AWD 


New Hampshire 
New Jersey 
bP SE es ee 


North nenetn 
Ohio_. 

Oregon _ 
Pennsy Ivania_ . 
5, 439 | 
Utah } 
VembeaNnGL A, Ait cdl Se we 
Washington AS 39), DOS 
Wate Weeiiai cs us ee u 
Wisconsin 


29, 257 | 
2, 684 | 
, 795 
9, 704 | 
66, 785 
21, 355 | 
87, 293 | 


~l 


CANWOWH RH OWMNOWOR RAMEN KH AOONWONNWADUKANNONHS 


~, 








2, 717, 049 | 92. 2 




















2, 453, 971 | 2, 046, 626 | 100.0 





63489—55 
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Douglas-fir shipments by type of movement, years 1954 and 1948 





Year 1954, 108 mills Year 1948, 175 mills 





Type of shipments 
Thousand | Percent | Thousand! Percent 
board-feet | grand total| board-feet | grand total 





Total rail shipments in United States 2, 453, 971 ; 2, 946, 626 
Rail shipments outside United States: 





11, 568 
451 





12, 019 | 





17, 935 


Factory and plant use 
Miscellaneous 











677, 371 





_ 121, 438 
594, 991 : 456, 105 
76, 166 -9| 56, 901 


820, 926 634, 444 
216, 519 | 178. 435 

















Source: West Coast Lumberman’s Association, Portland, Oreg.; Southern Pine Association, statistical 
department, New Orleans, La., Mar. 10, 1955. 


ExHisitT 11 


Indexes of wholesale prices, by groups and subgroups of commodities, 1947 to 
954 


[1947-49 = 100) 





Commodity 1947 


s 





BSe 5B | E 
Kan ao 


t<tot 
esx 
www 


RS 


-_ 
eSocoernna wo 


‘oods 
All commodities other than farm products 
and foods 
Textile products and apparel 
Hides, skins, and leather products 
Fuel, power, and lighting materials 
Chemicals and allied products 
Rubber and rubber products 
Pulp, paper, and allied products 
Metal and metal products 
Machinery and motive products 
Furniture and other household durables 
Nonmetallic minerals, structural 
Tobacco manufactures and bottled beverages_ 
Miscellaneous 


— 


Snwoeawoece core wooronw arn 
SSPBSERRLSSRS KSSBS SS 


SSRSRSSSRSESE SS 


— 
Pe tet eet et tat tet et 
coed 
SRESBS= RASS: 
KOnNoanSd ao 
—dedet«a-—ai—4 4 
SRSSABERS 
ao 


i 
HOH ADI OCDBoOoaw IDNON Ww 


Sa SCKWeawouwcenwo on 
patoteat ey 4 
= 
Saeaes 
swnoo 


oe 
Coo 


SSBSSERSESESR RSS BS 





Source: Bureau of Labor Statistics. 





Commodity 








Index of Southern-pine costs (1947-49= 100) - .- 


























Source: Southern Pine Association. 
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Chairman Barpen. Mr. Elliott ? 

Mr. Exxiorr. No questions. 

Chairman Barpen. Mr. Landrum ? 

Mr. Lanprum. Mr. DeWeese, how large is your own operation ? 

Mr. DeWeese. We ship about 22 million feet of lumber a year and 
employ 160 people directly and 190 through contractors and subcon- 
tractors, a total working force of 350. That used to be called a small 
operation even in the South, but I think it would now come under the 
category of medium-large. 

Mr. Lanprum. Are these 160 whom you employ directly perma- 
nently on your payroll ? 

Mr. DeWeese. Yes, sir. 

Mr. Lanprum. That is, insofar as they are able to meet your require- 
ments ¢ 

Mr. DeWeese. Yes, sir. 

Mr. Lanprum. You furnish employment directly, then, in your own 
community, your base of operations, to 160 people ¢ 

Mr. DeWexrse. These other people are in the same general com- 
munity, the other 190 are. 

Mr. Lanprum. You have 350? 

Mr. DeWerse. Who are earning wages. 

Mr. Lanprum. To which your business furnishes employment ! 

Mr. DeWeese. Yes, sir. 

Mr. Lanprum. What is the average wage rate in your own business? 

Mr. DeWeese. Between 96 and 97 cents an hour. That is, the 
average earnings for the week of the hourly rated employees would 
run that. That includes some overtime. 

Mr. Lanprum. It includes skilled and unskilled ? 

Mr. DeWeese. Yes, sir; up to the hourly rated skilled men. Some 
of them have weekly pay. 

Mr. Lanprvum. What are the average hourly wages that you pay to 
the skilled workers ? 

Mr. DeWeese. I believe about $1.15 or $1.20. And after that we 
are on a weekly salary. 

Mr. Lanprum. You say you ship 22 million feet, approximately, a 
year ¢ 

Mr. DeWexrsez. Yes, sir. 

Mr. Lanprum. Suppose this Congress goes ahead and enacts a 
minimum wage requiring you to pay 90 cents in your business, a 90- 
cent minimum. What would happen to your own personal operation ? 

Mr. DeWeese. My personal operation has an 80-cent minimum and 
we have had for several years. 

Mr. Lanprum. No one working for you receives less than 80 cents 
an hour ? 

Mr. DeWeese. No, sir. And our profit in the last 2 years—in 2 
good business years, too, if I may say so—was $1.98 before income taxes 
per thousand. A raise to 90 cents would give us a 1214 percent 
increase. 

Mr. Lanprum. What would that do to your profit of $1.98? 

Mr. DeWeese. At 1214 percent, well, 1 have my labor costs here, 
which are considerably below the average for the industry. Ours are 
$26.61, total labor. You take 1214 percent of $26.61. That would be 
$3.37. It would increase our direct labor cost. Our profit in the last 
2 years was $1.98 before income taxes. 
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Mr. Lanprum. That $1.98 profit, all expenses were paid except your 
income tax ? 

Mr. DeWrrse. Yes. 

Mr. Lanprum. After you paid your taxes, that is a net figure. 
What is left is net. 

Mr. DeWerse. That $1.98—no, sir, that is before any income taxes. 

Mr. Lanprum. After you have paid your taxes, what is left is net. 

Mr. DeWeese. Well, roughly, that would run for 

Mr. Lanprum. You misunderstand my question. I do not mean to 
be that curious about your own personal operation. 

After you have paid your income taxes, or all taxes out of your $1.98 
profit, what is left of that figure was net profit; is that right ? 

Mr. DeWeese. Right. 

Mr. Lanprum. So you had no other expenses to pay ? 

Mr. DeWeese. That is right. 

Mr. Lanprum. So that if you are required to go to a minimum of 90 
cents per hour it would mean a 12% percent increase to you, and what 
would become of that $1.98 figure ? 

Mr. DeWeerse. That is a good question. That is the one I have been 
worrying about myself. But because of the conditions in our indus- 
try that we have tried to cover here—and I have been in it all my 
life—I have no way in the world to justify any belief that we are going 
to get any more for our lumber whether our labor costs go up $2 or $5. 
It just does not work that way in our industry. 

Mr. Lanprum. Wait just a minute, there. Do you buy your timber 
from the farmer ? 

Mr. DeWeesse. Most all of it, yes. 

Mr. Lanprum. The small landowners. You could reduce the stump- 
age price you pay him, could you not, and keep that figure ? 

Mr. DeWeesse. Theoretically. That is a big question we don’t know 
about. But we are going to try if we have to. We hope we don’t have 
to. 

Mr. Lanprum. I want to get back to this $1.98. If you are required 
to increase your labor cost 1214 percent, your profit figure is going 
down a corresponding amount. Suppose you are required to raise it to 
$1anhour. What increase would that be? 

Mr. DeWeese. Of course, I think our operation is a little more 
efficient than most of the industry, Mr. Landrum. But it would be 25 
percent of this $26.61. That would be $6.65 per thousand at $1 
minimum, 

Mr. Lanprum. Could you stay in business at $1? 

Mr. DeWeese. It is my personal opinion that my company cannot. 
We have a 58-year-old firm that we are mighty proud of. We think 
it is a good institution. 

Mr. Lanprum. Do you mean by that, that you would, if you were 
required to pay such a minimum as we are talking about here, quit 
this prosperous business you are in ? 

Mr. DeWeese. I can see no other course for us at the present with 
$1 wage. 

Mr. Lanprum. You do not look like a man who would want to quit 
in the face of a fight. As a matter of fact, you appear to me to be a 
man that would rather have a fight and who is capable of carrying 
on a pretty good one, at that. 
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Mr. DeWerrse. I don’t mind fighting, but I can’t lose money very 
long. 

Mr. Lanprum. In short, then, a raise to 90 cents or a dollar would 
threaten the employment of 350 people in Philadelphia, Miss. ? 

Mr. DeWexrse. Yes, sir. But I am, of course, trying to speak for 
250,000 here that we think would be affected, most of them. 

Mr. Lanprum. I have a very simple, one-track mind that too many 
people are finding out about too quickly. I want to keep it down on 
a level that I can understand, myself. 

Now, are there in Philadelphia, Miss., or in the surrounding towns 
and communities, industries which could absorb these 350 people if 
you are required to, or decide that, you no longer want to battle with 
the minimum wage ? 

Mr. DeWeesr. Absolutely not, Mr. Congressman. I happen to be 
president of our chamber of commerce and I spent over half of my 
time in the last 2 months working on industrial prospects trying to 
get somebody to come in there and employ labor, and pay a lot higher 
wages than [ pay and put me out of business if they can. I do not 
like the idea of being put out this other way. 

Mr. Lanprum. Do you have a surplus of labor already ? 

Mr. DeWeese. Yes, sir, we have a surplus. 

Mr. Lanprum. Mr. DeWeese, I want to compliment you for the 
statement you have made. I am, of course, like all men, whether we 
are in public life or private life, we want people to earn as much 
money as possible. We believe the more money they have, the stronger 
their purchasing power. 

Mr. DeWerst. We want them to have it from a humane standpoint, 
Mr. Congressman. And my company is giving bonuses every year, 
or has except two when we could not afford it. And we went above 
the minimum as soon as we could afford it after it was raised in 1950 
and the Korean war brought on this inflation and warborne prosperity 
that enabled usto rise. We want them to have it, too. 

Mr. Lanprum. Did that bonus reach into all of your employees? 

Mr. DeWeese. Yes. 

Mr. Exxiorr. Will the gentleman yield ? 

Mr. Lanprum. Yes. 

Mr. Exxiorr, Does the 80-cent minimum statement you made include 
your bonuses that you paid ? 

Mr. DeWeerse. No, sir. 

Mr. Exxiorr. If you add your bonuses, what would your minimum 
be? 

Mr. DeWeese. The employees who had been there 10 years and up 
got 5 cents an hour, and others 3 cents for the year. 

Mr. Extiorr. In other words, that would raise your minimum, then, 
to about 83, if you include the bonus, would it not? 

Mr. DeWeese. Yes, sir, in my particular company. 

Mr. Exuiorr. Thank you. 

Chairman Barpen. Would the gentleman yield for just a minute? 

Mr. Lanprum. Yes. 

Chairman Barpen. Did I understand you to say that last year you 
made $1.92? 

Mr. DeWerss. $1.98 before income taxes. 

Chairman Barpen. I believe you say a dollar minimum will absorb 
the $1.98 and show a loss of $3.35 per thousand feet. 





748 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Mr. DeWeese. You are discussing the dollar minimum now, Mr. 
Chairman ? 

Chairman Barpen. Yes. 

Mr. DeWeese. It would be $1.98 from $6.65. 

Chairman Barpven. It would leave $4.67 ? 

Mr. DeWeese. Yes, sir. Excuse me. I had not figured it that way. 

Chairman Barpen. As the present picture looks to you, that is $4.67 
lost ; is it not? 

Mr. DeWexrse. Yes, sir. 

Chairman Barpen. Now, there aren’t but two places that you car: 
put that, are there? One is to knock off $4.67 from the farmer from 
whom you buy the logs. 

Mr. DeWeese. Mr. Chairman, let’s make it $5.67 and let us have a 
dollar profit before income taxes, if you will pardon me. Give us a 
little here. We don’t have to have much. But we would like a little. 

Chairman Barpen. We just haven’t got the margin here. I would 
be glad to give you a dollar. We haven’t got the margin. 

Mr. DeWeese. O.K. 

Chairman Barpen. That makes $4.67 and that would be to just 
leave you with nothing. You either pass that $4.67 back to the farmer 
from whom you get the logs or onto the fellow who is buying the 
lumber. Now, if you had a monopoly, you could pass it on to the 
fellow that is buying the lumber; could you not? 

Mr. DeWeese. Yes, sir. 

Chairman Barpen. But you don’t have that. And therefore, don’t 
you kind of have a sneaky feeling the price of logs is going down on 
the farmer? 

Mr. DeWeese. I am a tree farmer myself, and I surely hope we 
don’t have to. That is just something we cannot tell about. There isa 
terrific competition for the timber down there in most of the South. 
But it is logical to assume that a little of it will come from that direc- 
tion. 

Chairman Barpen. That is all I have. 

Mr. DeWerse. But I would like to say, Mr. Chairman, that the 
figures you used on my company’s operations are more favorable and 
there would be less loss than indicated for the industry as a whole. 
That $4.67 is applied to my operation. It would be worse than that 
for the industry as a whole. 

Chairman Barpen. You have got a pretty good-sized operation if 
you carry 135 men. But what you mean to say is that the man who is 
operating with 18 or 20 men has the problem multiplied in comparison 
to yours. 

Mr. DeWeese. No, sir. What I am trying to say is that first of all 
we are paying 80 cents and up. And thousands of them are paying 75 
cents. So their increase is going to be a lot higher. Do you see the 

int ? 
gy AES Barven. I say, their troubles are going to be greater than 
yours. 

Mr. DeWeese. Yes, sir, that is what I was trying to say. 

Chairman Barpen. All right, Mr. Landrum. 

Mr. Lanprum. So, generally speaking, the Southern pine industry 
as a whole, is going to suffer a much greater shock and a heavier loss 
than you are expressing here for your own industry. 
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Mr. DeWeese. That is what the figures show; yes, sir. 

Mr. Lanprum. And how many people do you say we have employed 
in the Southern pine industry ? 

Mr. DeWeese. 250,000, including the percentage that only work 
part time, 6 or 8 months in the year. 

Mr. Lanprum. That is from the about five Southeastern States you 
speak for, or the Southern States ? 

Mr. DeWrsrse. Twelve. But some of those States, of course, don’t 
have very heavy production, all the 12 Southern States. The heaviest 
ones you know of are across the Carolinas, Georgia, Alabama, Missis- 
sippi, Louisiana, Texas, and Arkansas. 

Mr. Lanprum. I have an idea from hearing you talk, Mr. DeWeese, 
and from having this colloquy with you here, that you are the kind of 
a fellow who likes to see your fellow citizens prosper. You like to 
have a prosperous community, do you not ? 

Mr. DeWeese. Yes, sir; I sure do. 

Mr. Lanprum. I also believe that you may not subscribe to the 


philosophy that the Government ought to fix any minimum wage. Is 
that correct ? 


Mr. DeWeese. That is right, sir. 

Mr. Lanprum. But now that we have sexe fixed that, do you feel 
that they should continue to move that figure from one to another up- 
ward and try to bring about an artificial prosperity that 

Mr. DeWeese. I feel and I think that it would be the feeling of the 
vast majority in our industry that they should not try to jack the 
minimum wage up every time the economy of the country steps up a 
notch, that it is getting away from the original purpose and intention 
of age which was to eliminate sweatshop conditions in general, I 
thought. 

Mr. Lanprum. ‘The main thing I am driving at is: Are young men 
like you going to quit a business when they force the margin of profits 
down to or below what is a fair return on the investment ? 

Mr. DeWeese. Well, we are going to quit when we lose a certain 
amount of money. 

Mr. Lanprum. And when you quit, America is being deprived of the 
leadership and the industrial strength and growth that young men like 
you can provide; is that right ? 

Mr. DeWeese. I think that is a fine statement. I hope I am one 
of them. 


Mr. Lanprum. I am trying to brag on you because I like your state- 
ment. 

Mr. DeWeese. Thank you,sir. [hope Iam one of them. 

In a lot of this testimony up here from various sources, people pay- 
ing the — that we pay have been called socially undesirable and 
economically undesirable, and various names, and it kind of hurts a 
fellow’s feelings. 

Mr. Lanprum. I did not quite understand that. 

It has been said that the people to whom you pay wages or your 


industry pays wages? 

Mr. DeWerse. Employers who pay wages that low. Various wit- 
nesses before these hearings and over in the Senate refer to them as 
socially undesirable and economically undesirable. And they have 
said we would be better off without them, and so forth. 
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Down in our country we think we are pretty important people, and 
are told that pretty constantly and have gotten to believing it up until 
we began to hear these statements up here about people who pay wages 
that low. 

Weare paying all we can, sir. 

Mr. Lanprum. Mr. Chairman, as much as I would like to pursue 
this, that is all I have. 

Chairman Barpen. Mr. McDowell? 

Mr. McDoweti. Mr. DeWeese, you may have given these statistics, 
but I was not here earlier in your testimony. Can you tell us what 
you were paying per thousand for the lumber or the trees which you 
bought in 1950? What I wanted is for you to tell me what you were 
paying for it in 1950 and what you were paying for it in 1954, your 
company or your industry, which you represent, whichever way you 
care to present it. 

Mr. DeWerse. I just cannot give you that figure, sir. The Secre- 
tary of our Southern Pine Industry Committee, and the secretary of 
our National Lumber Manufacturers’ Association here do not have it. 
We can get it for you. 

Mr. Deas. We can get it for you, Congressman, for the record. 

(The information referred to will be available for reference when 
furnished.) 

Mr. McDowe.z. Could you give me any approximate percentage 
increase or decrease in that period, from 1950 to 1954? In other words, 
what has happened to the price of the product which you buy ? 

Mr. DeWeese. The price of lumber that we sell ? 

Mr. McDowe tt. No; that you buy. 

Mr. DeWeese. That we buy. Well, sir, without having any figures 
available, I am sure that timber is higher. We are paying more for 
timber, because we are selling our lumber for more money. And the 
price we pay for stumpage follows the price that we get for lumber 
up, and has continuously. 

Mr. McDowe tu. But you would not guess, even percentagewise, of 
what the increase has been ? 

Mr. DeWeese. I am sorry, sir, but it just does not register. I cannot 
give you that. 

ar. McDowett. Can you tell me the same thing as to your selling 

rice ? 
Mr. DeWeese. The selling price of my lumber? 

Mr. McDowett. Of your finished product from the mill. 

Mr. DeWexrse. No, sir. There were very substantial price increases 
in the selling price of lumber after the Korean war broke out in June 
of 1950. 

Mr. McDowetz. I noticed in speaking of your profit figure of $1.98 
for the year 1954, I think perhaps you also refer to 1953. 

Mr. DeWeese. That isa combination of the 2 years. 

Mr. McDowe t. 1953 and 1954. Your comment was that those were 
very good years. 

Mr. DeWeese. In the building industry, the industry that uses our 
commodity. It was a good year for us, too. We have gotten to where 
we think that was a good year. 

Mr. McDowe... Yes. I thought you referred to them as good years 
from the standpoint of profit in the industry. And you further sai 
that in those years, I believe, that you were able to pay a bonus, because 
they were good years. 
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Mr. DeWeese. That has been true for several years, 6 or 8 or 9 years, 
I forget, with 2 exceptions. There are two exceptions, years we were 
not able to pay that bonus, 1952 and 1954. 

Mr. McDowetx. But in the year 1953 you were able to? 

Mr. DeWexrse. Yes, sir; and 1950 and 1951. 

Mr. McDowe.i. And that was not a year in which you could say 
that the impact of the Korean war had anything to do with the indus- 
try. That is, as we look at it today, it was probably a normal time, or 
at maa I am sure you hope it was normal and it might continue that 
way ? 

Mr. DeWeese. I thought it was a little abnormally good. I don’t 
know whether it was all inflation caused by the Korean war, but there 
was this tremendous building boom that has been going on since then. 

Mr. McDowet.. Of course, I live in an area where we are on the 
receiving end of the building materials industry. We are building a 
lot of these houses. 

Mr. DeWeese. Yes, sir. 

Mr. McDowext. So I know that that is true, of course. But you 
cunnot tell me what has happened to your selling price 

Mr. Deas. I have something that may help, attached to the exhibits. 

Mr. McDowett. You have such exhaustive figures on your labor 
costs. 

Mr. Deas. This is an index of wholesale prices by groups and sub- 
groups of commodities, compiled by the Bureau of Labor Statistics 
»y years, that shows soutliern pine for 1947 through 1954, with 1947— 
49 as 100, and if you take it by years, you can see that from the Korean 
was in 1950, it was 108 for southern pine; in 1951, right straight 
across, 115.7; in 1952, 116.9; 1953, 115.8; and in 1954 it is 110.7. 

Now, please note that that compares with the competitive species 
such as the Douglas fir right below at 119.4 and with all building 
materials at 120 on the fourth line down. 

Mr. DeWrersz. Excuse me. That is exhibit 11, that all of you have, 
Mr. Congressman. I am sorry I overlooked that. 

We have all this price information. We just do not have it today. 
It did not oceur to us that we would be asked for it. We will gladly 
get you anything you want. 

Mr. McDowe tt. This is a hypothetical question, I realize, but if 
your industry continues to make the progress that it has in the last 4 
years, would it not be reasonable for you to expect within that period 
of time to have some increase in your labor cost from your average now 
of 88.9, I believe it was? 

Mr. DeWeese. I am sorry, but I did not quite catch that. Will you 
state that question again ? 

Mr. McDoweu.. If you have the same conditions in your industry 
in the next 4 years that you have had in the past 4 years, would you 
not normally expect to have some increase in your labor costs 

Mr. Deas. Yes, that would be very possible. 

Mr. McDoweg.u. Can you tell us how much increase has occurred in 
your industry in labor costs in the past 4 years, from 1950 to 1954, at 
least percentagewise ¢ 

Mr. DeWeese. I know there would be some, because of these com- 
panies who, as the Korean war took effect, made these voluntary 
raises, like my own company. And many of them did, and others did 
through collective bargaining. 
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Mr. McDowe tu. As the demand was created for the product, you 
went out to get it ? : 

Mr. DeWeezsr. The price of lumber went up, and it increased our 
ability to pay more; yes, sir. There has been some raise. 

Mr. McDowe tt. You don’t have any figures on that ? 

Mr. DeWeese. No, sir; I am sorry. 

Mr. McDowetu. That is all. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. Just a comment or two. 

This statement is predicated on the proposition that no industry 
should have less profit. I guess that is human nature. 

Mr. DeWexrse. Less profit? 

Mrs. Green. That is right. 

Mr. DeWeese. Less profit than what? 

Mrs. Green. Than you are making in the preceding year. That is 
your main objection to a raise in the minimum wage, that there would 
be less profit to the company ? 

Mr. DeWeese. I think we have tried to show that our industry is a 
very low-profit industry, and we do not have the margins to absorb any 
increased costs. 

T am sorry—I do not quite understand your question. 

Mrs. Green. On the top of page 8 you have a statement that no one 
who believes in a free economy can argue that a person should have a 
certain wage whether he earns it or not. Would you consider that to be 
an equally true statement, that no one who believes in a free economy 
can argue that an industry shall have a certain profit, whether the 
employees are considered or not ? 

Mr. DeWeese. Whether the employees are considered? No one who 
believes in a free economy could argue that an employer—— 

Mrs. Green. That an industry should have a certain profit, or an 
employer. 

Mr. DeWeese. Whether he considers his employees or not? 

T am a great believer that any industry or business firm ought to 
earn their profits: and they are not entitled to unreasonable profits, 
but I am sorry, your question confuses me. I am not trying to dodge 
it. TI haven’t quite caught it yet. 

Mrs. Green. Well, I was thinking—you said that you sold 22 mil- 
lion board-feet of lumber, I believe. 

Mr. DeWeese. Yes. 

Mrs. Green. And you profit before taxes is $1.98? 

Mr. DeWeese. Yes. 

Mrs. Green. Which would be $22,000. 

Mr. DeWeese. $44,000, almost. 

Mrs. Green. Which would be $44,000 profit. Then I think of the 
employee who is earning 75 cents an hour. And if he works a 40-hour 
week, and even if he works 50 weeks a year—which I presume most 
of them do not—— 

Mr. DeWeese. All ours work 52 weeks, including a good deal of 
overtime. 

Mrs. Green. I thought in one place they went from your industry 
to the farm? 

Mr. DeWeese. I was talking about my company. In the industry; 
yes, ma’am. 
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Mrs. Green. And many of them do not work but 50 weeks in a 
year; is that right? 

Mr. DeWerse. In my company? 

Mrs. Green. Yes. 

Mr. DeWeese. Yes, that is true. I have a few contractors with a 
few people who are seasonal, but the vast majority of the 350 in our 
case do work 52 weeks in the year, when weather permits. And all of 
our 160 direct employees work 52 weeks in the year or 51. 

Mrs. Green. I think of the employee, then, who earns perhaps $1,500 
during the year. It does not seem to me that in this free economy of 
ours an industry which makes $44,000 is giving a great deal of con- 
sideration to the employee whom we more or less say should live on a 
level of $1,500. There is not much consideration there, is there? 

Mr. DeWeese. Well, ma’am, the way you put it, it might sound 
that way, but you are confusing my company and the industry. My 
company has got $1 million invested, and we made this $44,000 before 
income taxes. 

Mrs. Green. And, of course, it does not take into consideration how 
much of the profit was put into the capital outlay, or how much you 
have increased on the books the capital outlay during the past several 
years either, does it ¢ 

Mr. DeWeese. How much we have increased on the books our capi- 
tal outlay ? 

Mrs. 3 Capital investment. 

Mr. DeWeese. Yes, ma’am; all our profit goes into our capital struc- 
ture on our balance sheet. Is that what you mean ? 

Mrs. Green. Yes. 

Mr. DeWeese. Yes, ma’am. ; 

Mrs. Green. It just seems to me, as to that statement on page 8, 
that in fixing a minimum wage, the members of this committee have 
to consider not only the profit that the employer is making, but what 
kind of a standard of living the employee has. There are a lot of very 
closely associated other problems, juvenile delinquency, health, and a 
lot of others, that are related to this $1,500 minimum that we expect 
families to live on. 

Mr. DeWeese. Yes, ma’am. Well, we have tried to show here that 
our industry has a very, very low profit, and a big percentage of it is 
losing money now. You have those exhibits there, and we believe they 
are good figures. 

Mrs. Green. That is all. 

Chairman Barpen. Mr. McConnell ? 

Mr. McConnetu. I have no questions. 

Chairman Barpen. Mr. Gwinn ? 

Mr. Gwinn. Mr. DeWeese, do you have for your industry the per- 
centage of profits they are making? You have got your percentage 
of wage increases. What has happened to your profits in the industry 


over a period of years? Have they tended to remain stable or have 
they gone down or have they gone up ? 

Mr. DeWeese. Well, sir; they tives been going down in the last 
several years, as has the number of establishments, and the number of 
employees in our industry. 

Mr. Gwinn. Then how can anybody argue that you can increase 
the minimum wages if your profits are going down ¢ 
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Mr. DeWerse. We argue we can’t. 

Mr. Gwinn. That determines whether or not you stay in business or 
whether or not you pay any wages at all, does it not / 

Mr. DeWeese. In our opinion; yes, sir. 

Mr. Gwinn. It would be interesting to have those parallel figures, 
if anybody in your group can show what is happening to the industry. 
That tells right away whether you can absorb any more wage costs. 

Mr. DeWesse. Well, I will not repeat it, unless you want it, but 
we have the profit figures here on exhibit 7. 

Mr. Gwinn. In your testimony ? 

Mr. DeWeese. Yes. 

Mr. Gwinn. Allright. Thank you very much. 

Mr. DeWeese. And what will happen to that profit with the 90-cent 
wage and what will happen to it with a $1 wage. 

Mr. Gwinn. And what has happened to it now / 

Mr. DeWerrse. Yes. 

Mr. Gwinn. What is your profit now with the present wage scale ? 

Mr. DeWeese. Yes, sir. 

Mr. Gwinn. You have got that ? 

Mr. DeWeese. Yes, sir. The present wage scale is also here, and it 
is mentioned in my statement. 

Mr. Gwinn. What does it show over a period of years? I am 
wondering what you are doing right now—not you, but the industry. 

Mr. DeWeese. The wage scale ¢ 

Mr. Gwinn. No; on your profit. What is your profit ? 

Mr. DeWeese. Last year the spread was $3.97 per 1,000 feet. But, 
as I pointed out, that spread does not include such items as interest 
on borrowed capital, which I maintain is certainly an expense of doing 
business—it is, in my case—claims, discounts, allowances and freight 
adjustments, and bad accounts charged off, all of which add up to $1.60. 
You take that $1.60 off the $3.97 and you have got $2.33 a thousand. 

Mr. Gwin. That is for the industry ? 

Mr. DeWeese. Yes, sir. 

Mr. Gwinn. Is that the southern industry ? 

Mr. DeWeese. The southern pine lumber industry—and that is 
average. Now, a lot of those people in that average are losing money— 
about 26 percent of them, to be exact. 

Mr. Gwinn. And some are making more, so the average is what you 
rave? 

' Mr. DeWeesse. Yes, sir. 

Mr. Gwinn. How is that over a period of years? Is there a trend 
up or down ¢ 

Mr. DeWeese. Well, I would believe it is downward. Let Mr.—let 
me ask Mr. Deas if he knows. 

Mr. Deas. It is downward. J would like to comment on this, Con- 
gressman Gwinn, that in the compilation of statistics for the southern 
pine nents industry, the returns are usually from the larger, 
better equipped mills, which provide statistics, so you get a better pic- 
ture than actually would be the case if these thousands of small mills, 
which never report, were to furnish their statistics. 

Mr. Gwinn. They do not report at all? 

Mr. Deas. It is very difficult to get them to report. 
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Mr. Gwrxn. It would seem to me, on your own statement, that you 
make $44, 000 before taxes on a $1 million investment, you are not going 
t» stay in business very long at that rate. 

Mr. DeWeese. It does not take much for us down there, Mr. Con- 
gressman, to get by. But that is a mighty small profit. It is too small 
a return on the investment. 

Mr. Gwinn. It is around 2 percent on the investment, and no in- 
creased wages in that, certainly. 

Mr. DeWeErseE. That is right. 

Mr. Gwinn. And you cannot increase your prices, according to your 
judgment ¢ 

Mr. DeWeese. That is right. 

Mr. Gwinn. That isall, Mr. Chairman. 

Chairman Barpen. Mr. DeWeese, I was just looking at a report here, 
of one concern, for 1948. After cutting 1214 million feet they made a 
profit of $2. 78. In 1949 they cut 9, 830,000 feet and lost $7.82 per 
thousand. In June of 1950 the Korean war broke out, and in 1950 they 
made $5.62 profit. 

Now, the profits went on in 1951 and 1952. Then in 1953, after cut- 
ting 9,236,000 feet they lost 12 cents a thousand and in 1954 after cut- 
ting 7,750,000 feet of lumber the loss was 78 cents per thousand. 

So if he had not been in a position to absorb in 1949 a $7.82 per 
thousand loss, he would not have been doing business in 1954, would he ? 

Mr. DeWeesse. That is right, sir. 

Chairman Barven. Now, the problem you are facing is just what is 
going to cog j er if you cannot foresee now what prices you are going 
to get if you build up your production cost beyond the present mar ket. 
And you are just gambling on every thousand feet of lumber you stack 
in the yards, are you not? 

Mr. DeWeese. Yes, sir. I can see no way of hoping for more money 
for our lumber because of an increased labor cost, and we have no 
more to do with the price of our lumber than the farmer does with 
what he gets for a bale of cotton. 

Chairman Barpen. I just stopped yesterday in the cucumber sheds 
down our way where they were loading them up at $1.50 a bushel. 
Down here you pay 40 cents for one cut up. 

What our farmers ought to do is to learn how to 
cucumbers. 

Mr. Deweese, I wish I could offer you something besides sympathy. 

Mr. DeWeese. Well, we appreciate that, if that is all we can get. 
But we would like to have it, 

Chairman Barven. I can readily understand that your operation is 
at least. 50 percent more efficient than the little 15,000-foot-per-day mill. 

Mr. DeW EESE. Yes; much more so. 


Chairman Barpven. I expect you have the lumber lifts and the live 
rollers? 


Mr. DeWeese. Yes, sir. 

Chairman Barpen. And the dry kiln, and so forth. 

Mr. DeWerse. We are making ours to the extent that today we 
ship 85 to 90 percent more lumber than we did in 1939 with exactly 
the same number of employees, which is not altogether lack of prog- 
ress in mechanization. By the nature of the small mills that make 
most of our lumber, they are not adaptable to mechanization to any 
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great extent, But I wanted to get in the record that we are not 
backward by choice. 

_Chairman Barpen. That is what I have been trying to say a dozen 
times, and I could not get it in just that language. And you say you 
have stepped up your production 85 percent in how many years? 

Mr. DeWeese. Since 1939, and we use the same number of 
employees. 

Chairman Barpen. And you use the same number of employees? 

Mr. DeWeese. I am not bragging about it. I am just pointing out 
that we have done what mechanization we think is practical and that 
we can afford, and so forth. 

Chairman Barpen. What I marvel at is this: Take the fellow that 
was operating a ground mill in 1939. He is not only producing the 
same amount of lumber but probably a little less, because the logs are 
ara and he is using the same number of men. How is he getting 
along? 

Mr. DeWeese. He hasn’t mechanized much. He has a little in his 
logging but not in his mill, and he is not getting as much, probably, 
out of his labor as he did in 1939. 

Chairman Barpen. He just loves to hear the engine rattle and the 
whistle blow, doesn’t he ? 

Mr. DeWeese. That is right. I have known lots of them all my 
life, and lots of them don’t make as much as some of their employees. 

Chairman Barpen. That is the truth. 

Mr. DeWeese. In some years, I mean. 

Chairman Barven. I have seen that in operation. 

I don’t know where the minimum ought to be. I have said a num- 
ber of times that I thought it was a very dangerous thing to tinker 
with, unless we could see our way through. And the fact that we say 
that income should be increased, and we up the wages, does not nec- 
essarily mean that they are going to be increased. They may be 
completely cut off. 

Mr. DeWeese. We think that that will happen in many cases. 

And, Mr. Chairman, I would like to repeat, please, sir, that if you 
don’t have anything to offer us but sympathy, that you remember our 
request, which we think is fair and logical, that you come down there 
and investigate for yourselves, if you do not believe our figures, and 
determine for yourselves how many of what we consider the finest 
folks in the world, and their employees, you are going to put out of 
business and out of jobs. 

Chairman Barpen. Let me say to the gentleman that I am from 
just as far back in the woods of North Carolina as you are in the State 
of Mississippi. 

My father used to run a ground mill. I have done everything from 
handle the bucksaw right on up. I know a ground mill from one end 
of it to the other. 

So, this part of the committee knows what you are talking about. I 
wish the whole committee had had the same experience I have had in 
living with the people that carry on these operations. 

Mr. Lanprum. If the chairman will yield, I am not going to let him 
get away with the fact that he is the only country boy on the committee. 

T used to fire one of those things with green slabs. 

Mr. DeWeese. I would like to add for the record that my own Con- 
gressman cut logs when he was 18, 19, and 20 years 21d, at these low, 
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oppressive wages, and he saved enough money to start his high school 
education after he reached 21. 


Chairman Barpen. Who is that? 

Mr. DeWeese. My Congressman, Congressman W instead. 

Chairman Barpen. I see the Congressman sitting here right now, 
looking hale and hearty. 

Mr. DeWeese. He managed to wind up a distinguished Member of 
the Congress of the United States. 

Chairman Barpen. And I want to say to you he is a very valuable 
one. And if you don’t think he is a ball of fire, let somebody cross him 
up on the floor, and they will find out. 

We are glad to have Mr. Winstead here, especially at your back, 


when you did not even know he was here and you were saying those 
nice things. 


STATEMENT OF HON. ARTHUR WINSTEAD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Winsteap. Thank you, Mr. Chairman. 

May I interrupt to say that the members of this committee have not 
only heard a man in the lumber industry, but this man has contributed 
to the welfare of the little landowner. He missed buying my timber 13 
years ago because he tried to tell me not to let somebody strip the little 
stuff. He is not in it for what his company makes. He is trying to 
—_ every landowner. 


e has made a great contribution, he and his compnay, to our county 
and our State. 

Chairman Barpen. Thank you, Mr. Winstead. And I will say that 
you told me that before, and I am glad it is in the record, because there 
are a lot of people, I am sorry to say, who have kind of put the bee on 
those of us who come from below the elevated railway structures. 

Thank you very much, Mr. DeWeese. 

Mr. DeWeese. Thank you, sir. 

Chairman Barpen. The committee will recess until 2: 30 this after- 
noon, when we will try to finish up. 

(Whereupon, at 12:55 p. m., the committee recessed until 2:30 p. m. 
of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 3:30 p. m., upon the expiration of 
the recess. 


Chairman Barpen. Gentlemen, let us start. 
I believe we have Mr. Triplett. 


Mr. Triplett, what part of North Carolina are you from ? 


STATEMENT OF J. E. TRIPLETT, PRESIDENT, CHESTERFIELD 
LUMBER CO0., MONROE, N. C. 


Mr. Trreterr. Monroe. 

Chairman Barpen. I know where that is quite well. Will you 
identify yourself for the reporter, please. 

Mr. | tet J. E. Triplett. 

Chairman Barpen. Go ahead. 
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Mr. Trieterr. My name is J. E. Triplett. I am president of the 
Chesterfield Lumber Co., Monroe, N.C. 

My firm also operates another plant at Darlington, S. C. 

Our two plants are known as concentration yards in the industry. 
We operate planing mills, buying rough, green lumber from small 
independent sawmill operators. Our production for the past 9 
months has been approximately 12 million feet. 

While I appear in my own behalf, what I have to say applies to 
hundreds of planing mills and sawmills in North Carolina and 
thousands in the South similar to my own 

My two companies employ 60 workers, of whom 53 are unskilled 
and are paid the minimum rate of 75 cents per hour. 

Our company produces 5 percent of its lumber from timber pur- 
chased by the company and sawmilled by contract mills, and the rest 
is purchased from portable sawmills who deliver green lumber to our 
yards at an agreed price. 

Our operating costs for the past 9 months averaged $73.78 per 1000 
board-feet. Our realization amounted to $77.25 or a spread of $3.47 
per thousand. 

These few statistics show that my small operation is typical of 
the vast majority of Southern lumber operation. It gives you an 
idea of what an increased minimum wage would mean to my costs. 

For example, an increase in the minimum wage to 90 cents would 
add $1.37 per thousand to my cost. A $1 minimum would mean $2.29 
per thousand. 

Now, I am talking about my own direct wage cost increases. It 
does not consider the effect a higher minimum will have on the 8 full 
time and 5 part time small portable sawmills whose rough green lum- 
ber we buy. Each of these is an independent business, employing 16 to 
20 men each. If they are to survive a higher minimum wage, their di- 
rect wage cost increases, affecting another 15.200 men, are going to 
be passed on to us in the form of higher prices we pay for their output. 

The labor costs of these small portable mills under the present 75- 
cent minimum average is about $20.93 per thousand. A 90-cent rate 
would cause direct wage increases of $4.18 per thousand and $1 would 
mean an increase of $6.97. 

So vou can see that a $1 minimum wage for all men directly em- 
ployed by us and for the men employed by the small portable mills 
whose output we buy would increase our cost of lumber $9.26 per 
thousand over and above our present average cost of $73.78, which 
would give us a loss of $5. ; 

It would be simple if we could tell our leptcsiaeea “All right. due 
to the $1 minimum wage, we are going to have to charge you $9.26 
per thousand more for our lumber.” 

If I could do that, I would not be greatly worried about Congress 
raising the minimum wage. 

But my customers are not likely to tell me that it is all right to add 
$9 or $10 per thousand more, that they understand it is necessary be- 
cause a higher minimum is going to help purchasing power of this 
country, when they know they can buy their requirements from some 
other source. 

As I sit here before you, don’t think of Joe E. Triplett of Monroe. 
N. C. Think of thousands of others just like him in the South, and 
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the 2,000 of us in North Carolina. In our State we rank second in men 
employed; third in value of plant capital; third in payroll income; 
fifth in costs paid to others for materials and services, and fourth in 
dollar sales volume. 

Two thousand sawmills. More than 44,000 workers. ‘That is an im- 
portant industry to North Carolina. 

But if Congress increases the minimum wage by 20 percent, or by 
3314 percent, the majority of Carolina mills will be faced with ultimate 
bankruptcy or of converting to strictly intrastate operations and then 
be sure that their output is sold within the boundaries of the State. 

We think we should have the right to negotiate with our workers for 
a mutually satisfactory wage and not have it determined by the Gov- 
ernment on some theoretical calculation about a cost of living in big 
cities. 

My impression of sawmill workers—and I’ve lived with them for 
over 32 years—is that by and large they are contented, they give a 
good day’s work for a good day’s wages: they don’t expect the Fed- 
eral Government to dictate to their employer what he has to pay each 
man. 

The dollar minimum voted by the Senate does not take into account 
the ability of the small southern sawmills to pay a higher wage and, 
worse, it does not even take into account whether it will help the saw- 
mill workers. 

Speaking for my own company, I ask your consideration of wheth- 
er I am to remain in business and pay my 60 workers, together with 
approximately 150 to 200 sawmill workers depending indirectly on 
me for work, the wage which is satisfactory to them and their families, 
or abandon them to the care of the Government when my operation is 
forced to close down by a wage I cannot afford to pay. 

Chairman Barpen. Thank you, Mr. Triplett. 

How many sawmills did you say you operate ? 

Mr. Trreterr. We have 8 full time and 5 part time. 

Chairman Barpen. That makes 13, total / 

Mr. Trieterr. Yes, sir. 

Chairman Barpen. I, of course, know this, but I thought we might 
get it in the record. 

These sawmills take the timber, saw it into rough, whether it is 
2 by 4’s, 1 by 5, or whatever it happens to be ? 

Mr. Trreterr. That is right. 

Chairman Barpen. Then it is transported to your plant. 

Mr. Trreterr. To our planing mill. 

Chairman Barpen. Who dries it ? 

Mr. Trieterr. Dries the lumber ? 

Chairman Barpen. Yes. 

Mr. Trrecerr. We dry the lumber. 

Chairman Barpen. You have the kiln and the planing mill opera- 
tion ¢ 

Mr. Trrecetr. Yes. 

Chairman Barpen. Then, of course, you dry it, plane it, grade it, 
and market it? 

Mr. Triptetr. Yes, sir. 

Chairman Barpen. You say your cost was $73 per thousand? 

Mr. Triecerr. $73—$73.78. 


63489—55 50 
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Chairman Barpen. Now, the small mill that sells you that will not 
average $50, will it ? 

Mr. Triptetr. Yes; it will run $50 and better. 

Chairman Barpen. He must deliver it to your mill ? 

Mr. Trretetr. Yes, he has to deliver it. 

Chairman Barpen. If he does, it will run a little bit better ? 

Mr. Triptetr. It will average around $60. 

Chairman Barpven. Now, if he is cutting poor timber, then he gets 
full price? : 

Mr. Trietetr. That is right. 

Chairman Barven. If he is cutting good timber, he has to pay a 
good price for the timber before he can cut it ? 

r. Trrpuerr. Yes. 

Chairman Barpen. Now, aren’t you being a little bit liberal? If 
he gets $60 or better, that only leaves you $13 for drying, planing, 
handling, stacking, and so forth, insurance, selling ? 

Mr. Tripterr. Well, one of our operations is air drying, fairly well 
mechanized, and both places are put in together there. That is pretty 
low, but that is what the bookkeeper gave me. 

Of course, not all of it averages $60. Some mills will probably 
average $50, while another one will average $65. 

Chairman Barpen. I am astounded at your cost figures because 
I had some lumber dressed last week and it cost me $13 to have it 
dressed. 

Mr. Trretetr. That was a small amount. 

Chairman Barpen. No, it was not, either, not to me, 14,000 feet. 

Mr. Trietert. Well, that is a pretty small load to set planing mills 


on. You see, we operate in a volume. That is the only way we can 
operate. 


Chairman Barpen. What I am getting at is, you do not have to use 


your planing mill; you havea high-s 

Mr. Trretett. Yes. 

Chairman Barpen. And you cannot compare the cost of a high- 
speed planer with one of those you put a board in at one end and if 
you do not keep pushing it it will stop and burn a streak across it? 

Mr. Trrptetr. That is right. They are high speed planes. 

Chairman Barpen. Mr. Kelley. 

Mr. Ketiery. I have no questions. 

Mr. Exxiorr. No questions, Mr. Chairman. 

Mr. McConnett. No questions. 

Mr. Triptetr. I have a statement from Mr. Douglass, who was un- 
avoidably detained. I would like to file that for the record. 

Chairman Barpen. Yes, file it with the reporter and that will be 
incorporated in the record. 

(The statement referred to is as follows :) 


planer ? 


STATEMENT OF Epwin L. DovuGLAss, PRESIDENT, AUGUSTA Harpwoop Co., 
AveustTa, Ga. 


My name is Edwin L. Douglass and I am from Augusta, Ga. I am president 
of the Augusta Hardwood Co. of Augusta which has been producing pine and 
hardwood lumber for over 30 years. 

Georgia has the largest lumber production of any State in the South and, having 
been employed by the above concern for over 25 years, I feel that I am fairly 
well acquainted with the problems of both large and small mills in our State. 

I have never been reconciled to the fact that Congress or any other legisla- 
tive body should be empowered to set wages.. This is strictly a matter that 
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should be established by mutual agreement between labor and management. 
The only thing that a minimum wage has done in the pasi is to raise the wage 
scale of the worker which, in turn, has raised the price of everything that this 
worker uses in the ordinary course of his daily living. This was brought out 
rather forcibly to me some time ago when a friend of mine was telling that 25 
years ago he worked in a foundry at home and got the magnificent sum of $20 
per week and that today the man doing the same job at the same foundy was 
drawing $60 per week. It was then brought out in the discussion that 25 years 
ago this man bought a loaf of bread for a nickel and today that same loaf of 
bread costs him 18 cents; that back in those days he could buy a Ford auto- 
mobile for $600 and today a new Ford will cost him $2,000 or better, so actually 
while his pay has trebled, everything he uses has trebled or better in price 
to him. 

We in our industry, feel that an increase in the present minimum wage will 
cause needless unemployment as a great many of our sawmills will be forced 
to close, as our costs will be such that we cannot compete, pricewise, with our 
competitors. A good example has occurred right in Georgia where, even with 
the present minimum of 75 cents per hour, one of the plants has had to shut 
down because of foreign competition. This plant, located in Savannah, has 
been producing veneers for processing into flush-type doors in his own plant. 
This man, last year, found that he could not make these doors at present labor 
costs, and compete with the doors coming in from Japan, which he says are 
equal in workmanship to his own. As a result, he has closed his plant, laid off 
probably more than 50 men, who now enjoy “rocking chair money” and he is 
shipping in these doors made in Japan by cheap labor and selling them to his 
trade at a price cheaper than he can manufacture them with his local labor 
cost—and has a better margin of profit. 

Other witnesses appearing before you and representing our industry have 
given you facts and figures as to the makeup of our producing plants. If a 
legislated increase in the minimum wage is beyond the capacity of the individual 
enterprise or industry to absorb, it will force workers into unemployment. This 
effect may be immediate in the case of the individual enterprise that foresees 
its inability to absorb the increase and voluntarily folds up. More often this 
effect is concealed. The damage that is being done to the economy is hidden, 
while the industry goes through a process of slow death while trying to adjust 
itself to the higher costs imposed by the legislated increase. 

Any increase in labor costs will have to be passed on to the consumer in higher 
prices for the commodity manufactured. Should this price be such that we 
cannot meet our competitors, then we will have no alternative but to shut down 
and put more workers on the relief rolls. 


Chairman Barpen. Mr. Martin. 
May I ask your business affiliation, and so forth, for the record. 


STATEMENT OF ELLIS S. MARTIN, MANAGING PARTNER, MARTIN 
TIMBER CO., RINGGOLD, LA., AND VICE PRESIDENT, ROY 0. 
MARTIN LUMBER C0., INC., ALEXANDRIA, LA. 


Mr. Martin. Yes, sir; I have this in my statement. I am coming 
to that. 

To call your attention to the reforestation program now underway 
in the South, I introduce myself, Ellis S. Martin, as a tree farmer. 
Growing trees for tomorrow is our business and timber is our only 
renewable natural resource. Good forest lands are essential to main- 
taining our industry on a permanent basis. 

I live at Ringgold, a little town in Bienville Parish, La. I am man- 
aging partner of Martin Timber Co., and also vice president of Roy O. 
Martin Lumber Co., Inc., Alexandria, La. Both produce southern 
pine and hardwoods, but my remarks today shall deal with southern 

ine. 
7 In appearing in behalf of my own companies, I believe that what I 
say reflects the attitude of every southern pine producer in Louisiana. 
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The lumber and forest products industries are important to my State. 
One out of every three industrial wage earners there depends upon our 
forests for his livelihood. The sources of much of their wages are from 
our sawmills. 

Testimony presented by Mr. DeWeese correctly describes conditions 
in our industry, and the hardship of a higher minimum wage, espe- 
cially on small business. 

I know what it will mean to my companies because I have informa- 
tion on our costs and other data relating to the management of our 
operations. 

According to latest figures there are 914 sawmills operating in Lou- 
isiana, 846 ‘of which are classified as small. Their production in 
Louisiana in 1953 was 298 million feet. That’s low compared to what 
we used to produce, or what the potential is from the new forests now 
growing. 

To illustrate: Our company owns timberlands scattered over a 200- 
mile area. The tracts number some 650 individual parcels of land. 
We own very few big blocks. These lands are made up of 40 acres, 
80 acres, 200 acres, or more, here, there, and yonder. 

When we began to acquire land, most of the lar ge blocks were already 

taken up by national forests or large corpor ations, and much of the 
best timberland was already taken. 

We realized it would be necessary for us to grow our own timber 
since sawlogs were scarce from sources such as private owners. Na- 
tional forest sales were made on practically a distress basis; that is, 
they are too high for a profit and could only keep a mill running until 
something else comes up. 

Our average log is very small compared to some sections of the coun- 
try, but I w ant to make’a point here that to be able to mill small logs 
of this new timber crop that is coming on since the land down our way 
was cut over to a great extent, we consider that an achievement and it 
is especially significant that people can create employment out of such 
timber. 

There has been much said here about the small logs in our territory 
and things like that, but we thing that the long road that we have 
taken back to reforesting our country is a major achievement and we 
don’t think it should be killed at this time. 

At our Castor mill we often average only 35 board-feet to a log. 
You can readily see that here labor against production is a big factor. 

Mr. Exnior. A log that only has 35 board-feet is a very small log, 
is it not? 

Mr. Martyn. It is 10 inches and 16 feet enw, Doyle scale. 

Mr. Evxiorr. That is a pretty big log, is it not ? 

Mr. Martin. Ten inches diameter, 16 feet long, Doyle scale. 

Mr. Exxiorr. The point I am trying to make is that sawmills in mv 
part of the country cut logs much smaller than that, 8-foot logs that 
will make a2 by 3. I have seen them saw out of a tree 2 by 3 and 1 by 3. 

Mr. Martin. This is an average. 

Chairman Barpen. You mean the average cut is 35 feet ? 

Mr. Martin. That is in some months. You see, we cut hardwood 
and we cut pine. 

Chairman Barpven. But this 35-foot average, that is taking the 
biggest log and the smallest log? 
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Mr, Martin. That is right. Say we cut a thousand logs a day, like 
we do many a day, that is a lot of logs, but they are so small. 

Chairman Barpen. Some of them you barely get a 2 by 4 out of 
them. 

Mr. Martin. It takes about 2 logs a minute to run a mill and we 
don’t spend much time on 1. 

You might ask what has this got to do with minimum wages. I'll 
tell you. 

The cost of such logging is very high. The timber is spread over 
such a wide area you have to get small lots of logs 20 to 40 miles, 
sometimes 60 miles from our mills. 

Labor is a very big item where you don’t get many feet to the log. 
Our logging costs are much higher due to: 

A small log average ; 

2. Long distances we have to haul the logs; 

3. The scattered operations we conduct. 

Even with the land we own, we only get about one-third of our 
timber from our free land. The rest must come from the open market. 

Lumber and timber products in Louisiana rank first in number of 
establishments among the manufacturing industries. We employ 
nearly 50 thousand persons. This places our industry in first position 
here, too. In payrolls and profits of $181 million, our industry ranks 
first again, and in value of products of $463 million, we rank third. 

When I mention that the vast majority of our sawmills are small, 
[ do so to emphasize that these operators are going to find themselves 
in a position of not being able to make ends meet if a $1 an hour mini- 
mum wage is enacted by the Congress. 

Oh, I know that some members of the committee here may say, 
“That’s exactly what was predicted prior to the increase in the mini- 
good of the country we stay that way. 

However, we have to sell our products to stay in business. Our 
southern pine competes with other species and materials. The price 
we get for our lumber has to be at a level that will enable us to meet 
competition. x4 Sati ; 

Competitive species are coming right into our State in ever-increas- 
ing quantities, so it’s just not in the cards to pass the added cost of a 
higher minimum on to the ultimate consumer. 

Mr. Ex.sorr. Mr. Chairman, let me ask the gentleman a question 
right now. 

You state that competitive species are coming into our State in ever- 
increasing quantities. What are some of those competing species of 
lumber coming into Louisiana now / 

Mr. Martin. We have fir, both white and old growth. We have 
ponderosa pine; we have redwood, we have Parana pine from Brazil. 
We have mahogany from South America, from the Philippines. We 
have wood made in Japan and coming in. 

Mr. Lanprum. You do not mean to say that we are worried about 
mahogany coming in from other countries? 

Mr. Martry. Sir? 

Mr. Lanprum. You have mahogany in Louisiana? 

Mr. Martin. He asks what are some of the competitive species that 
are coming into the country. 

Mr. Lanprum. Yes, but you said mahogany. Do you mean to infer 
by that that you have mahogany native in Louisiana? 
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Mr. Martrn. No, sir. 

Chairman Barpen. Here is what he meant. For instance, in making 
cabinets, if mahogany boards come in from the Philippines and you 
use a 12-inch mahogany board to make the side of a cabinet, then 
you displace to that extent the use of a 12-inch board, pine board, that 
is produced in Louisiana. 

7 you mean that they are shipping doors already made from Japan 
in here? 

Mr. Martin. When I was up here last week a manufacturer from 
Mobile, Ala., told me that a firm in Mobile that was running a veneer 
plant has had to shut down because of the competition from flush doors 
made in Japan. 

Now, I know the imports like that are coming into the country in 
ever-increasing quantities. 

Chairman Barpen. What was this other wood you said from Brazil ? 

Mr. Martin. Parana pine. It is grown in the province that the 
coffee comes from; you can buy it in all of the yards in Houston and 
New Orleans. It makes a very beautiful paneling, much more so than 
western woods, and it is not as pretty as some of our southern hard- 
woods like red gum and stuff like that. 

Chairman Barpven. How does it compare in price? 

Mr. Martin. It is about the same as a 1 by 12 B or better, yellow 
pine. We find that they use it for shelving and it is good for cabinet 
woods and you can sell Parané pine for the same price you can sell 
1 by 12 B or better pine, and it is used to alleviate the shortage of 
finish boards where that may occur. 

Chairman Barpen. Now, what is the difference in the cost, for in- 
stance, in Louisiana, of a 1 by 10 or 1 by 12 B and better fir from the 
west coast? 

Mr. Martrn. I just don’t know. I try not to handle any fir of any 
kind and don’t encourage it. 

Chairman Barpen. You see it in every lumber yard up here. 

Mr. Martin. I see it everywhere I go. 

Mr. Lanprum. You do not find too much of this 1 by 12 B and better 
pine, do you? 

Mr. Martin. We are able to fill the demand. 

Mr. Lanprum. For 1 by 12? 

Mr. Martin. Yes, sir. Sometimes we run short ourselves. We will 
step over to a neighboring mill and buy it, but it seems to be in the 
territory. It is not that our own company has it, but we buy a lot 
of lumber from our neighbors to fill our orders to keep things going 
smoothly and to keep our west-coast friends from supplying it. 

Mr. Lanprum. I wish we had that much left in our part of the 
country, of 1 by 12. 

Chairman Barven. Go right ahead. 

Mr. Martin. There is little chance to anticipate an increase in the 
price of lumber, as wallboards, paper products, light metals, plastics, 
plywoods, and west-coast lumber have already taken over the markets 
to where we are fighting with our backs to the wall. 

A higher minimum wage will, I believe, shut down 25 percent of 
our small producers, and it will destroy many ost Same oppor- 
tunities. I think that point is important because there has been a lot 
of talk about these boys are not capitalized and they should go out of 
business if they can’t pay a decent wage and all that. 





AMENDMENT TO INCREASE THE MINIMUM WAGE 765 


But they are in small communities and they are certainly furnish- 
ing employment opportunities. That is basic wealth and basic re- 
sources that they are dealing with. 

I think it is doing the country a lot of good. This higher minimum 
wage will make the larger mills stand and become more efficient and 
will greatly lessen competition in the southern lumber industry. It 
will force some operators into other lines of business, as lumber will 
not bring a fair return on investment. Some of the casualties in the 
lumber business have been the box people, who have had to go to 
making paper boxes or liquidate. 

In home building you find sheet rock on the inside and other wall- 
boards on the outside. These have taken over where southern pine 
sheathing used to predominate. 

Metal screens and windows compete with wood to such an extent 
that we cannot pass our added cost to the consumer as do many 
industries. 

Where will this leave us?) Where will it leave the small-business 
man, who is covered by the so-called Fair Labor Standards Act. The 
existence of the wage-hour law means added cost in itself, because of 
the recordkeeping and compliance with rules and regulations that the 
average small mill can’t understand. 

If I interpret the duty of Congress—and I repeat, the duty of 
Congress—it is to give representation to all the people. That’s a 
mighty important and difficult responsibility. 

In our industry the mills have to compete in the open market for 
timber. The competition for stumpage has caused the price to go so 
high that this item of cost represents 45 to 55 percent of total pro- 
duction costs. 

After the lumber is processed, dried, and graded, the expenses in 
many cases today are often more than the selling price. 

In my own case, we have one of the most modern mills in north 
Louisiana. We have concrete tramways, lumber carriers, forklifts, 
automatic stackers, airdogs; in fact, everything in the way of modern 
machinery. 

Chairman Barpen. You know airdogs on a carriage would not 
mean anything to a fellow who either fod not ridden a carriage or 
has not seen anyone else ride one, but the airdogs you speak of are 
the automatic clamps that when the log goes on the carriage it holds 
it down for sawing, and then your automatic arrangement kicks that 
log up and turns it over and the airdogs grab it again. 

Mr. Martin. That is right; just one man on the carriage. 

Chairman Barpen. And you have those now to the speed where if 
he is not as supple as an African monkey he had better not sit on one 
to start with. 

Mr. Martin. That is true. 

Our wages have kept pace with improvements. We have a good 
crew and our minimum wage is 85 cents per hour. At this minimum 
there are 100 employees, or 70 percent of our total force. 

Our mills operate 55 hours per week, and for every hour over 40, 
we pay time and a half for overtime. We also provide other benefits, 
like group insurance, Christmas bonuses, and paid vacations. These 
extras wil just have to be discontinued if added costs are imposed by 

w. 
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We have a labor union that has never called a strike. Our workers 
are contented. 

If a minimum wage of $1 per hour is imposed, its effect will be far 
reaching in our community. 

In our own case, we will be forced to limit everyone to 40 hours per 
week. That will have the effect of cutting the wages of those who 
now make extra pay from overtime. 

I am talking about what we will have to do if, and I repeat, if we 
are able to stay in business at all. 

In 1954 the money value of our shipments from our Castor mill 
was $1,491,998.06. We have invested for each man working for us 
$5,942.97. Our total investment compared with the percentage of 
sales is 53.78 percent. 

Our spread for 1954 averaged $3.91 per thousand, and the percentage 
of profit to sales was 4.53 percent after taxes. 

Is that excessive? Our profit was $67,578.45 in 1954. 

If the minimum wage is raised up to $1, the additional cost of doing 
business under this new proposed setup will be $59,951.84. Where 
in the world will we be at this rate ? 

Now, I know the question has been asked many times, “Can a man 
with a family maintain a decent standard of living at the minimum 
which I pay now, which is 85 cents an hour ¢” 

The best answer I can give is that in Castor, La., everyone seems to 
be enjoying a contented life. They live in good, comfortable houses; 
they have natural gas, paved roads, automobiles, television, and 
modern conveniences. Their children go to good schools. 

What does one mean by a decent standard of living? The minimum 
wage has nothing to do with it. The individual who feels that he is 
earning his bread, that he is providing for his family to the best of 
his ability, does count. Maybe that’s old-fashioned reasoning, but I 
don’t think these people would trade places with a man who has to 
have an income of thirty-five hundred dollars a year to support a 
family of four in a big city like Cleveland or Detroit. 

We are unequivocally opposed to legislation of wages or prices in 
any form. We do not believe you in the United States Government 
can legislate prosperity or that you have the right to do so. 

Let industry and labor meet these problems in their own way. The 
solution from free bargaining between them will be far more lasting 
and will meet local situations more readily than if they are forced by 
government. 

Now, let me indulge in a little academics for you. If my plant ran 
1 shift of 40 hours, we couldn’t keep our dry kilns full of lumber? 
We couldn’t keep the steam on them for required time. We couldn't 
keep a crew at our planer mill, as the plant doesn’t cut enough lumber 
to keep that phase going. 

The alternative of a double shift, would eat up our timber supply 
and retard our tree-growing program for future generations. 

I hope what I have said will help you to understand that this pro- 
posed legislation can, and will be, very harmful to industry in the 
rural areas of the South. If you don’t know what a 90 cents or a $1 
minimum will do to an important southern industry, don’t take a 
chance and vote for a higher rate just on the hope that the industry 
can absorb it. 
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If $1 an hour could promote prosperity without hurting anyone, 
then by that kind of reasoning wouldn’t $2 an hour promote it twice as 
much? It just doesn’t work that way. 

Mr. Keuiey. Mr. Chairman, that statement is not correct about the 
coal industry. The coal industry did not price itself out of the market. 

What put the coal business in the doldrums was the changeover to 
gas and oil which is much more convenient. Coal is being produced 
now at a price which is less than the last raise which the miners re- 
ceived under their contract. The reason for that is that the coal 
industry has introduced machinery. It did not price itself out of the 
market. You have to take into consideration in the coal industry 
also the high freight rates. 

That statement is not correct. 

Mr. Martin. All those things tend to make a condition that fos- 
tered—you see, I live close to Shreveport and that has become a tre- 
mendous center for the natural gas industry and it has always been my 
thought, it has been told to me, that the thing that fostered the growth 
of those companies to such a terribly big extent was that the price of 
coal got up so high that the gas could come in under. 

Mr. Keiiry. Even if they reduced wages of the coal industry they 
would still use gas and oil. It is much more convenient today. You 
don’t have to handle the ashes or coal or anything of that sort, while 
gas and oil are automatic. 

Mr. Martin. I am not a competent witness for the coal or oil or 
gas industry, but I am trying to draw a line to show it is possible to 
get your production too high and let your competition take over. 

Mr. Keutey. In the coal industry they have made it up by the intro- 
duction of machinery to overcome it. 

Chairman Barpen. I do not know anything about the coal industry 
either, except that I will say this: when it passed $20 I put oil in my 
basement, instead of coal. 

Mr. Ketiey. Of course, Mr. Chairman, you have to consider the 
freight rate that enters into it, too, you know. 

Chairman Barpen. Of course. You have high freight rates. I 
know it is higher because I pay now over twice for a ticket from my 
home here than what I used to pay. 

Mr. Ketiry. Do not go too far because I am in the coal business and 
I might have to tell you that I use gas and oil, too. 

Chairman Barpen. Well, you probably had the same experience 
that I did. 

Mr. Keriey. It wasn’t the price that got me into it. It was the con- 
venience. 

Chairman Barpen. What I think we will have to do is get Mr. 
Bailey up here from West Virginia and let him take you on on the 
coal proposition. 

Mr. Keuiey. That is all, Mr. Chairman. 

Mr. Martin. That was the only point I was trying to make there, 
that you could very easily get yourselves overpriced in today’s market 
where your competition can take over. 

Chairman Barpen. We are just in this unfortunate situation. Of 
course, you cannot separate the lumber industry in the South from 
agriculture. 

Mr. Martin. That is right. 
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Chairman Barpen. It is a part of it, it is just as much a part of it 
as the land itself because through people doing what you have found 
is a wise thing they began to grow a crop of timber, keep the fire out of 
it, and take some pains with that timber and grow it, and it produces 
a crop for them. . 

And if they want to sell 20 or 30 or 50 thousand feet of timber to 
help them buy atractor, allright;theycandothat. 

But we are just unfortunately in this position with timber and its 
products that we are in many others in that section and that is what 
we produce we must look around and ask somebody what they will 
give us for it. 

You cannot control your price a bit more than you can control the 
wind. You can fix your price and take your choice as to whether you 
will let it stay in the shed or sell it. ; 

Mr. Martin. There are other factors that are going to help us to 
reduce our cost to better our product and that is that in the infancy 
of this reforestation movement. 

Chairman Barven. That is right. 

Mr. Marttn. I would like this committee to appreciate the fact that 
where the policy of the mills was once to go in and cut out and get out, 
that a new idea has sprung up down there and those of you who have 
not been to the South do not know that many of the mills that had the 
cut-out-and-get-out policy, that abused labor and things like that, 
have changed their minds, they have changed their policy. 

They are now trying to maintain mills that will have what is called 
a sustained yield. We are bring these cut-over lands back by planting 
them, by culling out the undesirable trees. 


Chairman Barpen. Pushing over the stumps, getting them out of 
the way. 

Mr. Martin. We started to use the gum and make rayon out of it. 
There seems to be a use for most everything if you can find it, but these 
developments come slowly. 

Chairman Barpen. When a situation like this comes about, the 
products that come out of the area, the agricultural Y shgueie especially, 


it is just a question of what you get for them. But whenever every 
year you have anybody going to buying a tractor and saying, “I want 
to pay you so much for it,” thev will tell him to get going because the 
price on that tractor is fixed in Detroit and that is what you pay for it. 

Mr. Martin. There is not enough competition there. 

Chairman Barpen. Well, the automobile is the same way. Of 
course, I do not know what this will do. If we set up inflation I do 
not know whether it will bail the secondhand dealer out or put the 
regular dealer in the hole. I do not know which way that is going to 
work, but we will watch it and see what happens. 

Mr. Martin. There is a lot less competition in automobiles than 
there is in lumber because I think the southern pine main witness said 
there were some 23,000 sawmills and if there were 23,000 automobile 
factories you could buy a car lot cheaper. 

As I see it, we will be like the coal industry that priced itself out 
of the market and made room for the natural-gas industry to take 
over. If we price lumber out of the natural markets, something else 
will take over. 
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An increased minimum wage will seriously affect many southern 
workers. You can help by leaving things as they are. If you do, I 
think history will record the fact that you discharged your duties for 
the good of this country. 

I thank you. 

Chairman Barpen. Thank you very much for your statement. 

Mr. Tichy, of Seattle, Wash. 

Mr. Lanprum. Mr. Chairman, at this point in the record I would 
like to ask unanimous consent to insert in the hearings a letter re- 
ceived by me from the Mose Gordon Lumber Co. of Commerce, Ga., 
consisting of 3 pages of discussion of this topic by Mr. Gordon, one 
of the owners of this and having with it 1 page of statistics relating to 
the cost of his operation in the southern pine industry. 

ae Barpen. Without objection, it will be entered into the 
record, 

(The documents referred to are as follows :) 


Mose GorDON LUMBER Co., 


Commerce, Ga., June 14, 1955. 
Hon. Puit LANDRUM, 


Member of Congress, 
Washington, D.C. 


Dear Put: I was supposed to have been in Washington on Thursday for the 
hearing on the wage and hour increase before the House committee but I am not 
going to be able to be there. I want to relate to you just a few of our problems 
that we are having with the wage and hour problem now with a minimum of 
75 cents. As you know, we, here at the foothills of the Blue Ridge Mountains 
of northeast Georgia, your district, are small operators. As a matter of fact, 
everything that we do and the people with whom we do business is on a small 
scale compared to the national average. Within our own ranks, the lumber 
manufacturers I’m speaking of now, there is a wide difference and quite a differ- 
ent feeling. The big operators do not want the little ones to have any preference. 
What I am trying to say is this: We operate 15 portable sawmills to supply 
our output with an average of about 10 million feet of lumber per year. These 
small operators operate independently. In some instances we buy the timber for 
them but in most instances they furnish the timber, farm labor and in lots of in- 
stances these people who operate these small sawmills part of the time, their 
principal industry is farming. You have now within the wage and hour a dif- 
ferential in the pay scale, whereas a man can operate in a logging industry at 
a less wage scale than at a sawmill. We have 1 mill who will saw 1 week at the 
75-cent minimum and take the same crew of hands the next week and cut logs at 
a lower wage scale. What we need is an extended coverage on the whole thing. 

As you know the wage and hour does not cover the intrastate movements of 
lumber. We are only affected by interstate. We are having to compete under 
a tremendous disadvantage now with the boys who are confining their activities 
to within-the-State shipments. This is discriminating against progress. When 
you deter progress from an industry, you by the same token deter the progress 
of labor. 

From 1940 through 1954 an expanse of 15 years we have had the experience 
which I am enclosing herewith for your information. If you will notice over 
this 15-year period there has been 3 years in which we were experiencing a loss. 
By the way of explanation for the last 6 months of 1954 we have had so far a 
$27,000 loss from operation. As you can readily see from the above, we cannot 
stand a 25-cent increase in labor cost, as we have long ago reached the satura- 
tion point with our consumers. They absolutely will not pay. They are being 
driven daily to substitutes, and more particularly to the Pacific coast product 
which is made by big mills on a mechanized basis which we, of course, are not 
able to do in the south. Even though we might be financially able to put in the 
necessary modern up-to-date machinery to do same with. Our stands of timber 
are so small that it will be impossible to operate on this basis. 

Phil, I don’t want you to get the impression that I am against labor. I am 
speaking in behalf of labor as well as myself, because the labor in which the 
southern industry or at least 90 percent of it that is operated is unskilled. The 
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other 10 percent would be termed skilled and semiskilled. If these employees, 
which constitute the backbone of the small-concentration yard, which we are 
known as, come in the classification of a dollar per hour or better it would 
mean that they would be without employment on the off seasons from their farm 
labor. 

After all we will sum this situation up, presenting the facts that we are small 
operators, doing business with small people, employing people who are small 
in their abilities to handle situations of life. Yet they have the biggest families. 
While we are talking about the minority things of life, if we will stop and medi- 
tate, you know little words, simple words are the easiest understood. Little 
streams of water or little lakes are the stillest. Little hearts are the most sin- 
cere. Little books and little letters are read with more interest than long letters 
such as this. The Sermon on the Mount was small but great in its meaning. 
After all, the Gettysburg speech was little but far in its meaning. 

I would appreciate any consideration that you can give including both man- 
agement, capital, and labor in this your Ninth District. 

With all best wishes. 

I am your friend, 


Mose Gorpon. 
(The statistics furnished by Mr. Gordon follow :) 
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STATEMENT OF GEORGE J. TICHY, MANAGER, IN BEHALF OF 
WESTERN PINE ASSOCIATION ; AND ALSO THE TIMBER PRODUCTS 
MANUFACTURERS ASSOCIATION 


Mr. Ticny. Mr. Chairman, and members of the committee, my name 
is George J. Tichy. I am the manager of the Timber Products Manu- 
facturers Association representing over 200 timber products producers 
in Montana, Idaho, eastern dasa tn and northeastern Oregon. 

Included in our membership are firms engaged in the procurement, 
manufacture, and sale of timber products and byproducts such as 
logs, lumber, poles, piling, boxes, furniture, parts, stock and detail 
millwork, grain doors, and other items. 

I am also a practicing attorney. 

I appear here today in behalf of the Western Pine Association, an 
association of lumber manufacturers in the 12 Western States in the 
region of the western pines and associated species and also in behalf 
of the Timber Products Manufacturers Association. TheSe two or- 
ganizations include in their membership over 450 employers employ- 
ing over 65,000 pevsons. 
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At the outset, it should be pointed out that I come from a high-wage 
area. The average paid to employees in our industry in our area is 
well over $2 per hour. At least 99 percent of our people will not be 
directly affected by any increase in the minimum wage at this time. 

It should also be pointed out that our people are not so narrow- 
minded as to seek to get Congress to increase the minimum wage in 
the falso hope of stifling competition. 

The timber products industries have periodically and repeatedly 
examined the Fair Labor Standards Act and its basic thesis and each 
time come up with the considered policy of opposition to Federal 
legislation on minimum wages and hours of work. 

At the 1955 annual meeting of the Western Pine Association, held 
in San Francisco in March, a resolution was adopted putting that 
association— 


on record as opposing the philosophy of government regulation of minimum 
wages and the inflationary effect of a higher minimum upon all wages. 

We are not opposed to high wage levels that are the result of a 
sound and balanced economy. Under these circumstances we are 
dealing with real wages and not artificial wages which are the result 
of legislation. Real wages are based upon productivity coupled with 
the natural laws of supply and demand. 

Our first consideration in analyzing our wage-and-hour laws should 
be to determine whether any necessity justifies continued existence. 
We believe no economic justification exists for the Walsh-Healey Act, 
Public Contracts Act, or the Fair Labor Standards Act, except pos- 
sibly its child labor provisions. 

Let us analyze the legislative intent and the purposes behind these 
acts. 

It is our understanding that upon the failure of the NRA and 
certain of its ramifications, the Walsh-Healey Act was passed in 1936 
as a stopgap or emergency measure to aid in the spreading of jobs 
and the establishment of as high wage rates as were possible for 
employees directly working on government contract work. 

Then in 1938, without repealing the Walsh-Healey Public Contracts 
Act, the Fair Labor Standards Act of 1938 was passed, again as a 
part of the emergency wage-and-hour program of our Government. 

The very existence of these two conflicting laws creates difficult 
administrative problems for manufacturers of lumber and timber 
products, as well as for other manufacturers and businesses. 

It is our considered thinking that then and there the Walsh-Healey 
Act should have been repealed. 

The Fair Labor Standards Act of 1938 was also emergency legisla- 
tion and was intended— 


to protect the standard of living of the underpaid workers and to eliminate sweat- 
shops and child labor. 


It was passed when our economy faced chaos in an era of widespread 
unemployment. 

The act was intended to raise the then low wages in some industries 
by its minimum wage provisions and to spread employment by its 
hours provisions. The act also was supposed to relieve the burdens 
and obstructions to commerce. 

Our economy has generated a degree of prosperity to maintain for 
the Nation’s employees an income in excess of any amount to be used as 
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a minimum wage. The establishment of a minimum wage is at best 
depression legislation and we have had no possible need for it for at 
least 15 years. : 

We have had no substantial unemployment in terms of the condi- 
tions that existed when this legislation was passed. 

Certainly, the entirely different economies of 1938 and 1955 prove 
that we do not need depression measure to insure adequate incomes 
for our Nation’s employees. 

The Bureau of Labor Statistics estimates that there are 1.3 million 
workers earning less than 90 cents and hour and 2.1 million earning 
less than $1 an hour. 

The very fact that a group as large as this exists in our current 
economy is reason enough to demonstrate that the present minimum, 
if a minimum is necessary at all, is more than adequate. Any increase 
in the minimum could well mean the loss of thcir jobs and a comparable 
increase in the unemployment rolls. 

It is my contention that minimum wage legislation can bring harm 
to the very elements it purports to help and at the same time has in- 
herent qualities which are dangerous to all elements of the economy. 

A very excellent summary of several complex reasons why Federal 
legislation of a minimum wage is unsound and a disservice to those it 
purports to benefit is to be found in the 1954 Economic Report of the 
President to Congress. We believe the report reflects the collective 
wisdom of the Council of Economic Advisers, which has the economic 
facts of the entire Nation at its disposal to carry out its job. 

In essence, the economic report states that the following elements 
should be considered in dealing with the problem of low income, which 
the Federal minimum wage law is intended to cure: 

1. Low annual incomes are not caused solely by low wages, nor are 
high incomes assured by high hourly rates. 

2. A minimum legal wage does not benefit the worker if it pushes 
up the whole scaffolding of wages and the cost of doing business, there- 
by leading to inflation of living costs, the loss of jobs by the least pro- 
ductive workers, or destruction of the marginal entrepreneur. 

3. Low-pay industries are often those with modest profits and with 
limited opportunities to increase man-hour output and to absorb rising 
costs. 

4. A substantial portion of low-income families are self-employed ; 
a higher minimum does not help the self-employed, but may increase 
their costs. 

5. Improvement of income is best approached by developing 
greater skills and mobility; improvements in efficiency of both em- 
ployer and employee are more important than the minimum wage in 
providing an escape from poverty. 

While the foregoing elements apparently were cited in the 1954 
Economic Report to show why a Meher minimum wage should be 
approached with caution, the lumber industry believes that these are 


mene reasons why the Federal Government should not be in this field 
at all. 


We feel that the following points amplify the evils of minimum 
wage legislation. 

Minimum wage legislation is inflationary. It is used in times of 
depression to create inflation when inflation was considered desirable. 
These are not times when added inflation is desirable. 
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An increase in the minimum wage causes long-established sound 
and considered job differentials resulting from differentiations in skill, 
experience, and other qualifications to be disturbed. 

It is necessary to maintain those differentials. These upward ad- 
justments are inflationary and create repercussions throughout the 
plant, the community, the area, the industry, and the entire Nation. 

This is further amplified when attempts are made to preserve area 
und industry wage differentials. 

Basically, the theory of minimum wage legislation is unsound. As 
noted in the recent study of the Department of Labor on the economic 
effects of the minimum wage, although a 14 percent increase in the 
wage bill of southern sawmilling was required by the increase of the 
minimum wage to 75 cents, a 16 percent increase actually resulted 
largely through efforts at partially preserving the long-established 
job differentials, 

This was also true in other studied industries. 

Any time the costs of business are raised the often forgotten con- 
sumer is in effect paying the bill. His cost of living or his cost of 
doing business, whether he be another business or an employee of 
husiness, is raised and the inflationary spiral has made another jump 
and relatively no one is better off. 

We must not forget that an increase in the minimum wage seeks to 
benefit one group of people in our economy who are on marginal in- 
comes. 

However, when you have completed the inflation cycle, that group is 
actually no better off. 

On the other hand, we have damaged the position of other groups 
very important in our economy who are on fixed incomes, such as our 
widows, the disabled, the aged, the retired, and the pensioned. 

In addition to the economic deficiencies of a statutory minimum 
wage, the Economic Report of the President in 1954 gives tacit recog- 
nition to the political evils of the law in stating: 

We must not proceed * * * as has happened at times in the past * * * to 
ignore some workers and pretend to aid others, while in fact raising their cost of 
living and reducing their chances of employment. 

The foregoing is also particularly true with respect to those in our 
work force dependent upon agricultural pursuits. 

We have prided ourselves on the success of the free enterprise sys- 
tem. It has achieved for us, as individuals and as a nation, a record of 
achievement equaled by no other country on the face of the globe. Yet 
in spite of this we proceed to put as many stumbling blocks in the road 
as possible. One of these is the interference of government in estab- 
lishing unnatural wage levels which have no actual justification when 
all of the facts of our complicated economy are examined. 

Our Government urges that the process of collective and individual 
bargaining should be utilized by management and their employees in 
the disposition of their problems. Those problems include wages, 
hours, and working conditions. 

On the other hand, our Government concludes that the parties are 
either incapable or shirking their responsibilities when this process 
fails to provide employees with some uniform artificial minimum 
amount arbitrarily set by Congress. 

This, in effect, imposes upon Congress a responsibility which is right- 
fully the property of the collective bargaining free enterprise system 
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and in effect turns our national legislative halls into a collective bar- 
gaining arena. 

Labor union leaders are cognizant of this interference and seek to 
capitalize on it by exerting vigorous pressure so as to accomplish 
through Congress what they cannot accomplish through their own 
initiative. Such a process simply establishes the Congress as an arm 
of organized labor. 

It is our belief that the subjects of wages and hours properly belong 
in the field of bargaining between employer and employee, whether 
collective or individual. 

Government participation should be limited to the extent. neces- 
sary to afford legal protection to the basic rights of employers and 
— : ' 

ur competitive economy is always in delicate balance. The use of 
the minimum wage can affect that balance. If the employer cannot 
get a higher price from the consumer, he must cease his production 
and lay off his employees. When we tamper with the minimum 
wage we cannot be certain at what point this delicate balance will 
be destroyed and catastrophe result. 

We have entire industries and areas that will be substantially 
affected by any adjustments in the minimum wage. The big question 
is whether such an adjustment can be taken without destroying our 
economic balance. 

It is to be remembered that with the establishment of the Fair Labor 
Standards Act in October 1938, that unemployment rose from 8.1 
million in October 1938 to 12 million in January 1939. 

Obviously, a war preparedness economy took us out of this recession. 

Then again in January 1950 75 cents minimum became effective. 

In December 1949 unemployment stood at 3.5 million and 1 month 
later it stood at 4.5 million. 

Again, however, the Korean conflict rescued our faltering economy. 

To what extent the establishment of a minimum wage is responsible 
for these increases in unemployment cannot be fully known as in each 
instance a wartime economy permitted business to absorb these addi- 
tional burdens. 

Because the national economy indicates the possibility of shoulder- 
ing some fixed minimum wage does not mean that some individual 
businesses or areas can afford the same amount. The establishment 
of a minimum wage means that some businesses or areas must. cease 
or curtail operations while others continue to thrive. 

Therefore, when Government has the power to enact minimum wage 
legislation, we have Government determination of which businesses 
and areas shall succeed and which shall fail. 

This cannot encourage new business, small business, or marginal 
business, 

At best the minimum wage is a regional or State problem and Fed- 
eral action unnecessarily centralizes the power and disregards area and 
locality problems. 

This is recognized in the Secretary of Labor’s speech of April 5, 
1955, wherein he notes that the President has called for a halt in Fed- 
eral centralization in labor matters. 

Small businesses have the same right to exist as large businesses and 
should be encouraged. One presently wonders how some small busi- 
nesses exist in the reams of red tape and Government regulation that 
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we have today, among which the Federal wage and hour regulations 
are the most complex. 

You members should be made aware of the tremendous bookkeeping 
job this complicated law presents for the small businessman who must 
conduct his business without legal counsel, accountants, and the like. 
Many times wage programs are adopted by these employers with their 
employees which are mutually retarding to both parties, yet upon 
investigation by wage-and-hour men it is discovered that the program 
is in violation of some Fair Labor Standards Act technicality. As a 
result, the employer fears to launch novel programs of employee re- 
muneration based upon incentive, performance, and other meritorious 
increases because of fear and ignorance of the complexity of the law. 

Many of you Congressmen are fully aware of the high wages al- 
ready paid in the ik ie products industries of the West. Wage rates 
of $2 per hour and more are common. Many employees will make $3 
an hour and some few will make over $5 per hour. 

The Fair Labor Standards Act is allegedly aimed at protecting the 
low-wage earner in receiving time and one-half for all work performed 
in excess of 40 hours a week. 

This law requires an employer who pays 75 cents per hour to pay 
371% cents per hour additional—or $1.12 one half per hour—for each 
overtime hour over 40 in a workweek. 

Yet this same law requires an employer who pays his employees 
twice, three or more times the minimum wage, to also pay this over- 
time pay. 

As a result, you can find such out of proportion overtime rates as 
seven or eight dollars or more an hour when coupled with the regular 
rate. 

If the minimum wage is to be retained in our statute books, it is 
necessary that some action be taken to protect our economy from the 
unfair and prohibitive wage burden arising out of wage rates con- 
siderably in excess of the minimum. 

Foreign imports already constitute a threat to American industry 
primarily because of the lower wages paid outside of the United States. 
The minimum wage is a factor in our wage structure and any increase 
is bound to offer a more fertile area for foreign merchandise in our 
markets to the detriment of the American working people. 

A minimum wage is not capable of an equitable and impartial deter- 
mination, It is an issue in which politics unfortunately plays a pre- 
dominant part. By tampering with it you are bound to adversely 
affect a segment of our population. 

Furthermore, our economy will fluctuate and if circumstances com- 
pel a lower minimum wage, politics will prevent the party in power 
from adjusting it downward. 

In addition, by taking downward action we psychologically destroy 
the confidence of the public in our Government and its economy and 
make a bad condition worse. 

Our only other alternative which we certainly would not recom- 
mend, would be to ignore the law and become a lawless society. 

In your deliberations on the minimum wage, we recommend your 
consideration of the fact that the very reasons that prevent you from 
increasing the minimum wage to amounts you deem prohibitive are 
the same reasons why no minimum is in fact desirable. 

63489—55——-51 
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Let us not be misled into believing that an increase in the minimum 
wage will necessarily increase purchasing power. If so, the sky would 
be the desirable limit. 

In conclusion, we would like to stress that the Fair Labor Standards 
Act has not been tested under business conditions which would clearly 
demonstrate the unsound economic principles it embodies. 

During most of the 17 years since its enactment we have been in a 
war economy or one characterized by extraordinary defense spending, 
increasing productivity, and inflated values. 

These and other factors have combined to almost totally obscure 
the effect that the legislated wage floor has had upon employment, 
wages, prices, and purchasing power. 

Unfortunately, because inflation has enabled many low-wage indus- 
tries to take the statutory floor in their stride, many persons have been 
lulled into believing that the Federal minimum wage has actually 
contributed to the welfare of low-income groups. 

The lumber industry views with considerable apprehension the cur- 
rent proposals to again raise the statutory floor. This appears to be 
deliberately flying in the face of the unknown for no sound economic 
reasons. The welfare of hundreds of communities and thousands of 
workers are dependent upon the lumber industry’s ability to adjust 
freely and promptly to the normal operations of our competitive free- 
enterprise system. This it cannot do with the Federal Government 
injecting itself into so fundamental a matter as wages. 

We believe that there is sufficient doubt as to the direct and indirect 
consequences of legislating a wage floor and that a careful and un- 
biased study should be made of the entire subject to determine whether 
the Fair Labor Standards Act should be retained. 

We believe that such a study will clearly show that such legislation 
is unsound and actually hurts those it is intended to benefit. 

In the meantime, we are opposed to any increase in the statutory 
minimum. 

That concludes my basic statement, sir, but before we go further I 
would like to have permission to file in the record a statement of the 
National Lumber Manufacturers Association in opposition to an in- 
crease in the statutory minimum wage. 

In filing this statement I would like to emphasize that the lumber 
industry in all regions as represented by the National Association is 
opposed to the fixing of wages by Federal law and is opposed to any 
increase in the present statutory minimum. 

They point out in their statement that you cannot safely deal with 
un industry with the characteristics of the lumber industry on the 
basis of national averages. It is an industry of thousands of small 
business-size units, many of them marginal, many of them the only 
source of industrial employment in their community, and also provides 
a substantial part of the cash income of many farmers. 

An arbitrary increase in the Federal minimum wage will work a 
serious hardship on such communities without any off-setting benefit. 

Chairman Barpen. Without objection, the statement will be filed in 
the record. 

Mr. Ticuy. Thank you, sir. 

(The statement referred to is as follows :) 
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STATEMENT OF THE NATIONAL LUMBER MANUFACTURERS ASSOCIATION 


The National Lumber Manufacturers Association, which is a federation of 16 
regional associations of lumber manufacturers located throughout the United 
States, is opposed in principle to the Federal Government legislating wages and 
hours of work. Its policy in this respect, first adopted at the time the so-called 
Fair Labor Standards Act was enacted, has been repeatedly reexamined and 
reendorsed as a sound expression of principles to which the American lumber 
industry adheres. That policy is— 

“We oppose the principles of legislating wages and hours of work by Federal 
law. This type of Federal control, as now embodied in the Fair Labor Stand- 
ards Act and the Walsh-Healey Act, is fundamentally unsound and in the final 
analysis will be a disservice to those whom it purports to benefit. It is inher- 
ently inflationary. Its fixed minimum wage stifles industrial expansion, dis- 
courages the establishment of new businesses which provide economic 
opportunity, and prevents the free flow of capital into all areas and regions of 
the Nation. We urge that these laws be repealed.” 

In a firm belief that the legislating of wages is not a proper function of the 
Federal Government, we also are strongly opposed to any increase in the statu- 
tory minimum rate. The association’s policy in this respect was reviewed and 
reendorsed by its executive committee on February 28, 1955. 


CHARACTERISTICS OF THE LUMBER INDUSTRY THAT SHOULD BE TAKEN INTO 
CONSIDERATION WITH RESPECT TO MINIMUM-WAGE LEGISLATION 


In judging the impact of a higher minimum wage on an industry with the char- 
acteristics of the lumber industry, one cannot safely deal in national averages or 
even industry averages. Among and between individual sawmills there are a 
multitude of factors that cause wide variances in operating costs—such as land 
ownership and ownership of timber; the accessibility, density, species, size, and 
quality of logs; distance to the mill, degree of mechanization, skill of labor, 
weather, terrain, transportation costs on lumber between the mill and the mar- 
ket, ete. There are high-cost operators and low-cost operators. Some are favor- 
ably situated under even the most trying economic conditions; others are mar- 
ginal and remain marginal under the best conditions. Yet each is making an 
important contribution to the national economy in terms of production, employ- 
ment and income—and such enterprise exists largely in communities where 
other opportunity for employment is lacking. 

During the recent hearings before the Senate Labor Subcommittee, a Senator 
present during the hearings voiced concern that the problem of minimum wage 
legislation was being approached as if all workers were members of big indus- 
tries in big population centers. The lumber industry shares that concern; col- 
lectively it is a big industry—but it is an industry with thousands of small units 
located in thousands of small communities and rural areas throughout the coun- 
try. 

Statements made by other than industry witnesses during the Senate hearing, 
with respect to the lumber industry’s ability to absorb a higher wage floor, by 
implication and false allusion tended to convey an impression that the industry 
is comprised of large, well-financed corporations. Nothing could be farther from 
the truth. The statistics showing the characteristics of the lumber industry also 
point up the danger of approaching minimum wage legislation as though the 
problem concerned only mass-production organized industries located in large 
metropolitan areas. 

A 1943 study by the Wage and Hour Division of economic factors bearing upon 
the minimum wage in the lumber industry pointed out that, unlike most manu- 
facturing industries, the lumber industry is not concentrated in heavily indus- 
trialized areas of the Northeastern and Lake States and that the proportion of 
lumber industry workers to total wage earners is small in the North as compared 
to the South. The lumber industry is essentially and predominantly a small- 
business industry. Of the 65,000 or more sawmills located in all parts of the 
United States, less than 200 are in what might be called a large category and 
more than 60,000 are definitely small. Of this grand total, more than 23,000 are 
located in Southern States but more than three-fourths of these have less than 
8 employees each. 

Industry concentration studies by the Federal Trade Commission reveal that 
the lumber industry is the least concentrated of all manufacturing groups. For 
example, the 4 largest lumber companies account for only 4 percent of the total 
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employment in the industry and roughly the same percentage of output. The 
50 largest mills, none of which are located in Southern States, account for only 
17.9 percent of the dollar value of lumber shipments, according to the FTC’s 1947 
study. As a matter of comparison the 17.9 percent figure is 99.5 percent, 94.2 
percent, and 88.5 percent, respectively, for the organic chemistry, steel rolling 
mills, and motor vehicles and parts industries. 

The following table shows how relatively far-flung employment is in sawmills 
and planing mills as compared to the concentration in the only two manufacturing 
categories that exceed them in total of employment: 











7 Total em- 
Industry ployment 





Motor vehicles and parts . 
Steel works of rolling mills 5 55 
Sawmills and planing mills 5 4 








Further, in considering the impact of a higher minimum wage on sawmills 
and planing mills, it should be borne in mind that there are thousands of other 
related woodworking enterprises dependent primarily upon the output of saw- 
mills. For example, the concentration of figures cited above do not include 
more than 200,000 men employed in millwork, cooperage, plywood, wooden box 
and wood furniture plants which in general are also small, local enterprise. 

The above statistics showing that the lumber industry is a farflung industry, 
comprised of small production units and predominantly local in character are 
of considerable important in gaging the impact of a high minimum wage. 


A COMPETITIVE BALANCE EXISTS BETWEEN THE WESTERN AND SOUTHERN SEGMENTS 
OF THE LUMBER INDUSTRY DESPITE A WIDE DIFFERENCE IN CHARACTERISTICS 


By and large, the greater portion of the lumber manufacturing industry is not 
directly affected by the Federal minimum wage nor immediately concerned with 
the effect of a higher one. In fact, the lumber industry in the West, which ac- 
counts for more than half of the Nation’s total lumber production, has one of 
the Nation’s highest industrial wage structures, its average hourly earnings in 
1954 being $2.17 as compared to a $1.81 average for all industries. But another 
substantial segment of the industry—the southern region, which accounts for 
about 30 percent of the Nation’s lumber production—is directly concerned with 
the Federal minimum wage and will be seriously affected by any increase in 
the present statutory minimum rate. 

Another characteristic of the lumber industry is a wide difference in produc- 
tivity or man-hour output in the several different lumber-producing regions, al- 
though in end use lumber is generally competitive in the various species as 
well as with a multitude of other building products. The wide difference in 
productivity is attributable to a variety of factors including skill of labor, degree 
of mechanization possible, and the size, density of stand, and species of trees 
being logged and manufactured. 

Notwithstanding this fundamental difference in the man-hours of labor re- 
quired to produce a unit of lumber and the wide difference in wages between 
and among regions, over the years there has been a substantial economic bal- 
lance established between various regions that is conducive to healthy competi- 
tion. The only overall study of labor requirements in lumber production through- 
out the country was made by the Bureau of Labor Statistics in 1987, but its find- 
ings are believed generally true today. That study showed that generally labor 
requirements in producing 1,000 board-feet of lumber in the South ran about 
twice as high as in the West. 

While wage data show that wages in the West run from two to two-and-a-half 
times as high as in the South, the total labor cost per 1,000 board-feet of lumber 
has generally been higher in the South. Obviously, a legislated wage increase 
that affects but one region directly may seriously disturb this competitive bal- 
ance and have a serious effect upon production, employment, and communities. 
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THE LUMBER INDUSTRY, DESPITE ITS MARGINAL NATURE AND SENSITIVITY TO CHANGED 
BUSINESS CONDITIONS, IS A MAJOR CONTRIBUTOR TO NATIONAL EMPLOYMENT 


Another important characteristic of the lumber industry that should be given 
heavy weight in connection with minimum wage legislation is its marginal nature 
and its sensitivity to business conditions. 

Census Bureau studies reveal that the lumber and timber basic products indus- 
try is, in comparison to all other manufacturing industries, the most sensitive 
to the level of business activity. In effect, this means it is the most sensitive 
to prices, costs, wages, etc., those important factors that bear most on whether 
a new enterprise is undertaken or a going business is abandoned. The lumber 
industry classification has what the Census Bureau calls the highest turnover 
rate of all industries—the rate being the ratio of new and discontinued businesses 
to the total number of firms in operation at any one time. 

Presumably these Government statistics cover both voluntary and involuntary 
departures and new business starts. Looking solely to involuntary departures— 
that is, bankruptcies, we find that the lumber and wood products manufacturing 
group ranks at or near the top over the years. The periodic statistics compiled 
by Dun & Bradstreet reveal that the lumber and lumber products group has had 
the second highest rate of involuntary business failures among the mining and 
manufacturing industries during the past 3 years. In 1954 these failures were 
37 percent higher than in 1952, and comprised about 15 percent of the total re- 
corded failures in mining and manufacturing. 





Number of failures 





1953 





Lumber and lumber products 336 | 287 245 





All mining and manufacturing 2, 282 | 1, 857 1, 581 





But the contribution that competitive, marginal industry makes to employ- 
ment is vividly illustrated by the fact that local communities have come to 
Washington to seek aid in developing local timber resources as a means of 
alleviating economic stress caused by the decline of other industry. For example, 
refer to the economic data considered by the Senate Appropriations Committee 
just last year when it approved funds for establishing a Forest Service research 
project in southern Illinois and adjacent areas to aid and encourage the develop- 
ment of small industry to utilize the timber resources there. Senator Dirksen of 
Illinois told the committee that the distress of the coal industry in that part of 
the State had left it in a stranded condition which had been recognized as a 
critical distress area by both the Labor and Army Departments. As expressed 
by the senior Senator, the future of these southernmost counties lay in its timber 
resources. In justifying funds for such research, data was submitted by the 
Senator from the Southern Illinois University at Carbondale, Il, showing that 
this area, in conjunction with similar areas in adjacent States of Missouri, west- 
ern Kentucky, and southwestern Indiana, was characterized by high unemploy- 
ment and low standard of living index. 

Now this situation can be projected into many areas of the country. Regions 
with little resources other than timber draw heavily upon small forest and wood- 
working enterprises. They are low-wage industries, marginal industries. As 
pointed out in the hearings, if these communities can’t utilize the resources the 
Lord made available, the result is forced movements of people and economic 
hardships. The alternative to a low-wage industry paying 75 cents an hour 
or $1,500 a year is a much lower standard of living afforded by outright relief 
or a pittance unemployment payment limited to a few short weeks in the year. 


EFFECT OF A HIGHER LEGISLATED WAGE FLOOR UPON SMALL BUSINESS IN GENERAL AND 
THE ABILITY OF THE LUMBER INDUSTRY TO ADJUST TO IT 


The administration in its reports and messages concedes that an increase in 
the minimum wage would add appreciably to the costs of certain industries, 
notably in the South, but expresses hope—and it is no more than hope—that the 
general expansion of economic activity now underway should increase the 
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demand for their products and lead to economies of operation. Hope is expressed 
also that the higher wage costs can be absorbed through improved efficiency 
of management and employee and through greater use of laborsaving devices. 
Some witnesses have suggested that higher wages can be absorbed out of profits 
but have left this claim unsupported either in general or with respect to the 
specific industries that will be affected by a higher minimum wage. 

Only larger manufacturing enterprises with specialized management and a 
better captial position can effect increased efficiency through cost-reducing labor 
devices. 

The statutory wage therefore has its greatest impact upon small business. It 
is paradoxical that one arm of the Government should be considering legislation 
that automatically flashes “go slow” warnings so far as small business is con- 
cerned, while other arms of the Government are concerned primarily with pre- 
serving the status of and preventing a deterioration of small business. The recent 
annual report of the Select Committee on Small Business takes note of a most 
disturbing deterent in the current situation of small manufacturing enterprise. 
This can only be accelerated by legislation bringing such inexorable higher costs, 
direct and indirect, as minimum-wage legislation. 

The law protects high-wage and heavily capitalized industries that can com- 
pensate for higher wage costs through automatic and labor-saving equipment. 
It makes it more difficult for the smaller business to compete. 

The ability of the average lumber company, a “small business” by any defi- 
nition of the term, to meet higher wage costs may depend primarily upon its 
ability to pass along these increases in a higher price for lumber or upon its 
ability to improve its own efficiency through mechanization and labor-saving 
devices. 

The difficulties involved, and the factors which should be considered, in raising 
the minimum wage in highly competitive industries were well stated in a letter 
from the Solicitor of Labor to Senator Douglas on April 22 in connection with 
the current hearings. These difficulties and factors, translated to the lumber 
industry and the southern sawmills in particular, are: 

If a sawmill is required to raise wages to meet a higher minimum rate and 
the number of employees affected is substantial, the change in costs of operating 
the sawmill is correspondingly severe. It cannot be assumed that these higher 
costs can be passed along to the consumer in higher prices. Sawmills are highly 
competitive. They are in competition with each other, with other segments of 
the lumber industry, and with competing building and construction materials. 

The impact of the higher wage is to be judged by the particular mill that has 
to pay higher wages. There is a wide spread in wages within the lumber in- 
dustry. Some mills may have no employees whose wages must be raised imme- 
diately to meet the higher minimum rate. Others may have to raise the pay of 
a large number of their employees. Where these higher costs cannot be passed 
on in the form of price increases, the impact of the higher minimum falls on em- 
ployment or on profit margins. Profit margins tend to be small in the southern 
sawmilling industry. 

A low-wage industry that can pass along legislated increases in its costs might 
adjust successfully to a minimum wage hike if it can pass on these costs in the 
form of price increases to the consumer, if it can absorb them out of current 
profits, or if it can effect cost savings through improved efficiency and labor- 
saving devices. 

But, in most instances, the low-wage industries are composed of small, highly 
competitive, poorly capitalized and low-profit production units. They, of all 
businesses, are in the least favorable position to absorb higher costs out of earn- 
ings, to pass along immediate price increases, or to improve their output through 
mechanization and greater efficiency from workers. The case for a higher legis- 
lated wage rests primarily upon the ability of the economy to absorb it. The 
case is a poor one. 

The earnings of the sawmill industry are not impressive. Some witnesses 
either through ignorance or dishonesty have sought to convey the impression 
that the earnings of a handful of large, integrated corporations in the forest in- 
dustries and building-products group are characteristic of the 50,000 or more in- 
dividual sawmills. Official governmental data on the earnings of the lumber in- 
dustry as a whole are lacking. What is available relates primarily to larger cor- 
porations, few of which are solely in the sawmill business. There appears to be 
no governmental data available whatsoever for the thousands of small pro- 
prietorships and partnerships that make up the lumber industry. However, the 
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Southern Pine Industry Committee in its statement has emphasized the poor 
earning position of the southern sawmills and illustrate the economic impact a 
higher minimum wage rate will have upon it. 

What about the individual sawmill’s ability to pass on ever-increasing costs 
in the form of higher prices for lumber? It must be conceded that, in general, 
the sawmill operator has been able to do this in the past. But how? Most cer- 
tainly no one hopes that future cost increases forced by a higher legislated wage 
will be met through inflation born of war as in 1940 and again in 1950. 

The lumber industry is one of the most fiercely competitive of all major manu- 
facturing industries. By and large, the average lumber producer can exercise 
little control in passing along higher costs in the form of immediate price 
increases. He is not in a mass production industry where a few key producers 
dominate the market, set the pattern, and can readily adjust both cost factors 
and price structures. Each lumber producer is in competition with thousands 
of other producers of lumber and scores of competitive building materials, such 
as steel, concrete, aluminum, brick, clay structural materials, and plastics. 
His ability to reflect higher wage costs in the price of lumber is not some- 
thing within his control. As pointed out by the Under Secretary of Labor Larson 
to this committee on June 8, southern sawmills are a competitive segment of the 
economy where a few cents difference in price may mean the loss of a sale. 

What about the individual sawmill’s ability to absorb higher wage costs 
through improved efficiency and mechanization? It is conceded that on the 
average the southern sawmill industry has made good progress here in recent 
years. What about the future? The Wage-Hour Division in its report entitled 
“Results of the Minimum Wage Increase of 1950” states on p. 32 that “few 
mechanical devices are profitably adaptable to the operations of the smaller 
mills.” 

While the same report speculated that the higher rate put into effect in 1950 
might have accelerated the installation of mechanical improvements, it admitted 
there was no direct evidence of such acceleration. 

The Wage-Hour Division then paints a pessimistic picture of the ability of 
small mills to make cost savings through increased mechanization. In short, 
the small mills competitive position and poor earnings, coupled with a bleak 
outlook for mechanization, make this industry’s prospect of adjustment to a 
higher minimum very dim. 

Finally, the very characteristics of the lumber industry as a “small business” 
industry defeats it. It is a poorly capitalized industry, especially in the South. 
It has been estimated that the larger companies in southern sawmilling have 
an invested capital of about $3,000 per employee ; in the smaller mills, only $1,000 
per employee. This compares with $10,000 or even more in the mass-production 
industries. 

Another important factor that determines the ability of any segment of the 
lumber industry to absorb higher wage costs and maintain its position as an 
employer of labor depends upon its ability to meet the competition of many wood 
substitutes. This competition is concerned primarily with cost to the con- 
sumer. Technological developments have created grave problems here for the 
lumber industry because of the characteristics of the resource it is processing. 

An industry with high man-hour labor requirements, such as the lumber indus- 
try, and with relative inability to freely adapt automatic machinery to an end 
product that comes off the assembly line in a uniform, unbroken stream, is at 
a disadvantage. That condition cannot be readily changed because the size 
and characteristics of trees, the density of the timber stand, and the topography 
of forest lands and their accessibility remain unchanged. Nature has not done 
much standardizing; neither forest owners, sawmill men, nor government legis- 
latures can change these basic facts. 


EFFECT UPON EMPLOYMENT 


While the lumber industry rejects the contention that marginal enterprise may 
be destroyed justifiably as a matter of public policy, it would seem that the 
Congress in legislating a national minimum-wage standard would have an obli- 
gation to conscientiously determine whether the objective of the Fair Labor 
Standards Act is being sought in a manner that will! not “substantially curtail” 
employment as required in section 2 of that law. 

It is in applying legislative standards to an industry of such characteristics 
as the lumber industry that one can understand the industry’s opposition to the 
Federal minimum wage is not one of reaction. The choice of such an industry 
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is to request an exemption—that is, to say we are different from others and need 
special treatment—or to point out the fallacies of the reasoning behind the law, 
its weaknesses and shortcomings, and to maintain that it is wrong in principle. 
The lumber industry has taken the latter stand and consistently adhered to it. 

If a legislated increase in the minimum wage is beyond the capacity of the 
individual enterprise or industry to absorb it, it will force workers into unem- 
ployment. This effect may be immediate in the case of the individual enterprise 
that foresees its inability to absorb the increase and voluntarily folds up. More 
often, this effect is concealed. The damage that is being done to the economy 
is hidden while the individual enterprise, or the industry, goes through a process 
of “slow death” while trying to adjust itself to the higher costs imposed by the 
legislated increase. 

The higher the increase, the more persons there are that may be forced into 
either immediate or eventual idleness. Some advocates of a higher minimum 
wage argue (and the argument has been advanced in the current hearings) that 
if any industry, or a particular company in that industry, cannot pay the higher 
legal minimum rate, then as a matter of public policy it should be forced out of 
business and its manpower and capital diverted to other channels. 

This is theoretical. It ignores reality. Most certainly it ignores regional and 
national contributions of a basic industry such as the lumber industry. 

Members of this committee have wrestled with the unsolved problem of chronic 
unemployment that exists in certain regions. The wisdom of Congress and the 
administrative talent of the executive branch have endeavored, through laws 
and policies, to encourage communities to develop enterprises with the resources 
they have at their command. 

If, as a matter of public policy, the minimum wage is set so high as to force 
marginal sawmills out of business, what is the result? What is the immediate 
or even long-term benefit to the national economy? A look at the characteristics 
of the lumber industry suffices to answer this question. Logging and sawmill 
operations are in rural and semirural communities. In fact, the industry is 
closely akin to agriculture in several respects. Income from timber makes up 
a substantial portion of the farmer’s income in many areas. So when a small 
sawmill or logging operation is forced to hold up by arbitrarily imposed Federal 
standards, an extreme hardship is worked upon the community where that mill 
exists. The farmer, who already has a relatively low income, loses the cash 
his timber crop brings in. The unemployed woodsman or sawmill worker is 
forced to seek employment elsewhere, or to remain idle and a burden upon his 
community. 

Now, if it could be shown he is forced to more productive employment else- 
where, there might be some justification for a legislated higher wage. But if 
no other employment opportunity exists in the community, he will be left un- 
employed. If he heads for a larger community or metropolitan area, he becomes 
an addition to an unskilled labor pool that in all probability already exists there. 


THE COST-OF-LIVING INCREASE SINCE 1938 MIGHT JUSTIFY A MINIMUM WAGE OF 
75 CENTS 


Proponents of a higher statutory minimum wage have argued frequently that 
the cost-of-living increase since the 75-cent minimum became effective in 1950 
justifies another hike upward. The Senate Labor Committee cites the increased 
cost of living as one of the bases of its recommendation of an increase in the 
minimum wage at this time. It would appear that this line of reasoning is 
illogical and irrelevant. It serves to point up how statistical data can be juggled 
to justify a recommended course of action, conveniently ignoring what other 
courses the same figures appear to suggest. 

For example— 

What should the present-day minimum wage be based upon the cost-of-living 
increases that have taken place since the Fair Labor Standards Act became law 
in 1938, setting a 25-cent rate that was to be raised to 40 cents not later than 
1945? 

In 1938 the Consumers’ Price Index of the Bureau of Labor Statistics, which is 
the so-called cost-of-living index, stood at 60.3. Today it is 114.3. Using the 
1938 minimum of 25 cents, it would be found that the cost-of-living increase since 
then would justify a statutory minimum rate of around 47 cents in 1955. If we 
use the cost-of-living increase since 1944, when the 40-cent rate became univer- 
sally effective, it is found that a minimum of about 68% cents would be war- 
ranted. Or, to make the most liberal application of this line of reasoning possi- 
ble, if the ultimate 40-cent objective of the 1938 law might be regarded as being 
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effective in that year, it would be found that a statutory minimum of about 76 
cents could be justified in 1955. That indicates that the present actual 75 cents 
is about right—and the most that could be possibly justified using an argument 
based upon cost-of-living increases since 1938. 

The fact that the rise in the cost of living since 1938 might not justify any 
increase in the present 75-cent rate—and most certainly not some of the higher 
rates being urged—serves to point up the fallacy of another argument used by 
proponents of a higher minimum wage that a generai increase in productivity 
justifies again rising the statutory minimum wage. 

It was pointed out by the Secretary of Labor before the Senate Labor Sub- 
committee that all industries might not have shared in the average increase 
recorded in national productivity. Certainly, there lies here a great danger of a 
single industry, or a major segment of an industry, being tied to a national aver- 
age to the detriment of its employment and production. The record of these 
hearings to date reveals a complete lack of data as to the improvement of pro- 
ductivity in recent years in those low-wage industries that will suffer the greatest 
impact if the 75-cent rate is again raised. 

The statutory minimum wage is supposed to be designed to assure “main- 
tenance of the minimum standard of living necessary for health, efficiency, and 
general well-being of workers.” It is not supposed to be established at some 
higher level which might or might not be economically feasible. The productivity 
of industry generally has nothing to do with the minimum for an industry which 
has not shared in the reported general increase in productivity. 

It is unfair to apply to “runaway” industry principle underlying the Fair Labor 
Standards ‘Act to so important a southern manufacturing industry as the lumber 
industry. 

The whole legislative history of the minimum-wage law reveals that a primary 
objective is to prevent unfair competition. This theme runs throughout the en- 
tire record—beginning with President Roosevelt’s oft-quoted message to Congress 
in 1937 urging enactment of fair labor standards right down to the current legisla- 
tive considerations. A favorite argument of those urging a higher statutory 
wage floor is that it is needed to prevent unfair competition caused by so-called 
“runaway” industry—that is, industry induced to move from high-wage to a low- 
wage area solely by reason of such differential. 

The gross inequity of applying such reasoning and a law so conceived to the 
lumber industry is immediately perceptible. 

Southern sawmills have not escaped from some other region so that they can 
enjoy a low-wage structure. They exist only where their raw material—the 
trees—is located. No region suffers tnfair competition from southern saw- 
mills—and least of all the New England States. But for those who anticipate a 
regional benefit from a higher minimum wage, it should be pointed out that if 
such a wage throws substantial number of southern sawmill workers into un- 
employment, the pressure to draw new industries to the South will only be 
increased. Further, the history of the past several decades shows that pools 
of unemployed and surplus population of the South are forced toward the 
metropolitan areas of the North Central and Northeastern States. 


CONCLUSION 


The economic impact of the increases following the enactment of the Fair 
Labor Standards Act in 1988 were lost in the inflation touched off by World 
War II. The same is true with respect to the 75-cent minimum that became 
effective in 1950. These facts have been adequately developed by Department 
of Labor studies and no further exposition seems necessary. 

From the foregoing, it should be readily evident that the lumber industry’s 
opposition to federally imposed labor standards and to another rise in the legis- 
lated wage is based upon sound considerations. It is not a policy of blind 
reaction. Whatever considerations of national policy may be involved in a 
statutory minimum wage, there are enterprises where the considerations are so 
peculiarly within the province of local communities, decisions should be made 
by them and not by Washington. 

The lumber industry cannot depend forever upon inflationary forces to save 
it from national minimum-wage standards. The lumberman is genuinely con- 
cerned with ever-increasing costs that are legislated upon him. They threaten 
his business and raise the more disturbing specter of mass unemployment in his 
own community. This industry must oppose an increase in the legislated-wage 
floor that would seriously handicap members of the industry from making adjust- 
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ments necessary to meet changed business conditions. In an economy com- 
posed of thousands of competitive producing units, these matters are best resolved 
at the local level between employer and employee. They alone are in the best 
position to judge what to do. In terms of employment, income, and community 
stability, the small-enterprise nature of the average sawmill is too important 
to the local community to have its business decisions made in Washington. 

No less important than the difficulties of applying the law to the peculiarities 
of the lumber industry—particularly where legislative decisions are made upon 
economic data expressed in terms of national averages—is the fact that Federal 
control of such an important element of our economy is inconsistent with our 
free-enterprise system. Control of so basic an element as wages can only lead 
to control of other productive factors—including labor itself. A legislated wage 
floor and a legislated wage ceiling may go hand in hand, as we saw in World 
War II and the Korean war. One Member of Congress already has proposed 
that in the case of merchant-marine employees there be a ceiling on wages. 
Such controls tend to outlive the reasons that justified them; both their im- 
position and their removal becomes a political problem rather than an economic 
one. 

We urge that the Congress endorse the principles stated by the President when 
he unshackled the Nation from wage controls on February 10, 1953. In his 
Executive order of that date suspending wage and salary controls, he stated 
that “* * * the earliest possible return to freedom of collective bargaining in 
the determination of wages will serve to strengthen the national economy and 
thereby national security.” 


Mr. Ticxy. I would also like at this time to ask permission to file the 
policy statement of the Lumbermen’s Industrial Relations Committee 
of Portland, Oreg., and Seattle, Wash., to be put in the record of these 
hearings. 

This organization represents employees in a large segment of the 
Douglas fir region of western Washington and western Oregon where 
the average wage is in excess of $2.15 an hour. 


Chairman Barpen. Without objection, that will be put in the record. 
(The statement referred to is as follows :) 


FPoricy oF LUMBERMEN’S INDUSTRIAL RELATIONS CoMMITTEE, INC., OF PORTLAND, 
OREG., AND SEATTLE, WASH., ON MimimMuM Waces UNpDER THE Farr LABOR 
STANDARDS ACT 


On behalf of its membership in California, Oregon, Washington, and Alaska, 
the board of trustees of the Lumbermen’s Industrial Relations Committee adopts 
this statement urging opposition to any increase in the existing Federal minimum 
wage and calling for a program of action to lessen Federal interference in the 
field of employee-employer relations. 

1. Whereas any increase in the existing minimum wage will result in an up- 
ward pressure on all wages everywhere, regardless of geography or wage levels, 
because employers will be under strong pressure to maintain differentials in all 
job classifications ; 

2. Whereas higher wages will make for higher costs, higher costs will force 
higher prices, higher prices will cause lower sales, and lower sales will result in 
less employment ; 

83. Whereas further inflation generated by tampering with wages cancel the 
temporary and illusory gains from higher wage rates, at the same time that fur- 
ther distortions will be created among citizens living on fixed incomes: 

4. Whereas lost employment opportunities at wages under the legislated mini- 
mum could result in more juvenile delinquency as young people find fewer jobs at 
reasonable starting wages ; 

5. Whereas legislative attempts at wage fixing infringe on the bargaining rights 
of employers and employees ; 

6. Whereas political tinkering with economic laws damages the delicately 
balanced machinery of a free society, and prevents the attainment of the well- 
meaning objectives of the legislators ; and 

7. Whereas the President, through his Secretary of Labor, has called for a 
halt to the ever-increasing concentration of labor standards legislation in the 
Federal Government : Therefore, be it 
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Resolved by the Luwmbermen’s Industrial Relations Committee, That: 

1. The Congress should refrain from any increase in the existing 75-cent min- 
imum hourly wage. 

2. The Congress should name an interim special joint committee, or should 
invite the President to name such committee by and with the advice and consent 
of the Council of State Governments, for purposes of undertaking a compre- 
hensive review of existing Federal wage laws with the intent of recommending 
a program for orderly withdrawal of the Federal Government from any form 
of wage fixing. 

8. Pending congressional review and consideration of the report of the special 
joint committee, the Secretary of Labor should be restrained from issuing fur- 
ther wage rulings or orders under the Walsh-Healey Act, through which the 
Secretary has been authorized to fix minimum wages in companies awarded 
Federal contracts. 

Dated at Portland, Oreg., and Seattle, Wash., June 2, 1955. 


Chairman Barven. Mr. Tichy, you raise 2 very interesting ques- 
tions; I might say, 3 questions. 

One was the problem of the time and a half for overtime. That 
has been an issue ever since the passage of the act. 

As you say, it penalizes the man who pays the best wages. 

Mr. Ticuy. Yes, sir. 

Chairman Barpen. It fixes him so that he cannot utilize the over- 
time work even though his employees want to work overtiie, and even 
though he has work for them to do overtime, because, as you say, if 
they make $3 or $4 an hour it makes it absolutely prohibitive for him 
to employ them because there is not that much advantage to him. 

That, however, will, I am sure, come up for further discussion when 
this bill is up for consideration in the future. 

Now, the other thing that has been hazy before this committee for 
some time, and is now to me, and throws a certain amount of fear in 
my mind, is if we forget our history we are in more danger in the 
future I think, but there can be no doubt about World War IT bailing 
our economy out in 1940. There can be no question about that, can 
there ? 

Mr. Ticry. I agree with you, sir. 

Chairman Barpen. There can be no question about the Korean 
situation performing a like service. 

Mr. Ticuy. I agree with you. 

Chairman Barpen. Now, what I want is someone who will hazard a 
guess, and that is what it will be, as to what is going to bail us out this 
time. Each time just before the war broke out our unemployment went 
up, did it not? 

Mr. Ticuy. That is correct. 

Chairman Barpen. Now, what is going to bail us out this time when 
our unemployment begins to climb ? 

Mr. Ticuy. I don’t feel qualified to answer that question, sir. I am 
inclined to think that if we can have a peaceful economy, which is 
what we want, there will be nothing to bail us out. 

There will be a lot of business going by the board and our unemploy- 
ment rolls will rise as they did before if there is any increase in the 
minimum wage and no emergency economy to bail us out. 

Chairman Barven. It seems to me that we are in a rather delicate 
position because there can be no doubt about competitive commodities 
coming in tous now. We have mentioned Japan and where you please, 
but it is on the increase and in many instances we have financed the 
industries that are producing that very competition. 
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Mr. Ticuy. That is right, sir. 

Chairman Barven. I am asking the question very seriously and I do 
not know yet who will volunteer the answer, but what will bail us out 
and what justification is there for taking too wide a chance? = 

I have said here that I was willing to go along, although it is no 
secret that I have never subscribed to the theory that, basically wage- 
hour legislation is a part of our competitive economic system in our 
democratic form of government, I have never praised that—but we 
have established it and it is my Government’s policy and I go along and 
I want to go along with this if it can do some good. 

I do not know how far to go. I have asked the question a dozen 
times, more than that, 50 times, and somebody will say, “Well, a dollar 
and a quarter, $1.15, $1.50, 90 cents.” Well, that frightens me when we 
toy with our economy as complex as the mechanism of the economy is, 
when we reach up in the air and take something and then trust in the 
Lord to dig us out of it. 

Have you run into anything in your studies that would carry you to 
some logical conclusion in determining how far we can go with any 
degree of safety ? 

Mr. Ticuy. My studies lead me to believe, sir, that we should elimi- 
nate the law and not fool around with any of these arbitrary limits 
because of the danger you have described that is inherent in fooling 
around with one of these figures in so delicate a balanced economy as 
ours is. 

Chairman Barpen. Well, I would not be afraid to work on this watch 
if somebody that has more watch sense than I have will show me 
exactly what will happen. 

But I do not know what will happen if I go tinkering with that, 
so I let it alone. 

Now, I do not know how far we can go with this. Now, there is one 
other thing that you mentioned, about the fact that you come from a 
high wage area. 

Mr, Ticuy. Yes, sir. 

Chairman Barpen. Of course, there is not any doubt in your mind 
but that the type and grade of timber, the size of the trees, has a great 
deal to do with the ability of those lumber concerns to pay high wages. 

Mr. Ticuy. That is correct. It is a major factor or an important 
factor. 

I won’t call it a major factor, but it is an important factor. 

Chairman Barpen. It is a tremendous factor when you can roll a 
five or six or seven hundred foot log on an automatic carriage and begin 
to peal off boards. 

Mr. Ticuy. That situation exists, however, sir, in the Douglas fir 
area. I am representing the western pine area principally and we 
don’t have quite that big a log over in that country. 

Chairman Barpen. But you have nice timber ? 

Mr. Ticuy. Yes; we have nice timber. 

Chairman Barpen. Now, tell me this, not that it is any threat to 
your people, but how are the operators in Georgia, South Carolina, 
North Carolina, Alabama, those folks, going to have a Chinaman’s 


chance competing with you if this wage is carried to a dollar arbitrarily 
at one time { 
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Mr. Ticuy. Of course, I am not sufficiently familiar with the south- 
ern pine situation to be qualified to answer your question, so I would 
rather not, if it is all right with you. 

Chairman Barpen. It must present an encouraging picture to your 
folks? 

Mr. Ticuy. Well, I think in some respects what you say is entirely 
true. 

On the other hand we want to make it clear that the reason we have 
come before you 

Chairman Barpen. I understand. I really was not thinking that 
you came for that purpose. I hope you understand that I did not 
have the slightest idea that that kind of motive prompted your coming 
here. 

Mr. Ticuy. Thank you. 

Chairman Barpen. Mr. Kelley ? 

Mr. Ketiey. Mr. Tichy, the companies which you represent, are 
they organized ? 

Mr. Ticuy. Of the 450 employers that are involved in these 2 associ- 
ations, I would say probably 60 percent are organized. 

Mr. Ketiey. Would you say that that accounts for your average 
wages of over $2? 

Mr. Ticuy. Not necessarily. In part, yes, but there are other factors 
I believe. 

Mr. Keuiey. Well, your statement is that high wages are injurious 
to a company that has to work their men overtime, it is prohibitive ? 

Mr. Ticuy. That is correct. 

Mr. Ketiry. The answer to that, if they have much overtime, is to 
hire other men so that they have straight time. That is what I do in 
my business. 

Mr. Ticuy. On the other hand, it is not economic 

Chairman Barpen. Let me say this, there is a gentleman in here 
who has been waiting to testify, who has a 5: 35 plane or train to catch. 
He has a page and a half. 

I wonder if we can turn you loose for a couple of minutes and then 
you may proceed. 

Mr. Frye, I am sorry I held you so long here, but maybe you can 
still catch your train. 


STATEMENT OF GEORGE W. FRYE, HARRINGTON, MAINE 


Mr. Frye. George Frye, of Harrington, Maine. 

Mr. Chairman, members of the committee, I am George W. Frye, 
and I reside in Harrington, Maine. For many years my father was 
in the pulpwood business, the lumber business, and in various agricul- 
tural pursuits including the growing and canning of blueberries. 

I have continued this business. I maintain ownership of 2,000 to 
5,000 acres of forest land for pulpwood and sawlog production, and I 
purchase pulpwood logs from small producers and furnish the pulp- 
wood to pulp mills in Maine. The logs are manufactured in my own 
sawmill. t 

Pulpwood cutting and delivering to the mills is an important part 
of the economy of the people in my area, the coastal area of Maine. 
The workers in my area are either farmers, fishermen, or blueberry 
bush workers part of the year and depend on pulpwood cutting and 
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dealing the remainder of the year to support their families. Some 
are limited in their ability to produce a large amount of pulpwood 
either because of age, physical handicaps, or otherwise, but in the ag- 
gregate they produce a large amount of wood. 

All work is on a piecework basis because of the utter impossibility 
of supervision and securing an accurate record of hours worked. 

Production of pulpwood and logs in rural Maine is thus a part time 
job for many people. An increase in the minimum hourly wage rate 
at present would mean that many of my workers and those workers of 
the people from whom I purchase wood would be unable to earn the 
minimum rate. 

In order to keep within price bounds, and because my rates are con- 
tractural, I would either have to pay the minimum rate anyway and 
lose money, or eliminate the workers earning less than the minimum 
from my payrolls. 

Hiking the minimum hourly wage will mean hiking the piece rate 
per cord if we are to retain these handicapped workers. This must 
be accompanied by price hikes all along the line in the pulp and paper 
industry in order that producers like me may supply our economy 
with the needed raw material. 

Many able-bodied people in my area will only work a certain length 
of time per week or month. They are satisfied with the wages they 


are getting and if you legislate more wages per hour you will legislate 
less work hours per week, which will mean less log and pulpwood pro- 
duction per person. You will in no way benefit the workers. 

With my family and most other landowners, pulpwood production 
is a long time proposition. We grow timber as a crop, pay rent, State 


taxes, and other carrying charges, take our risk against loss from fire, . 
et cetera, and the taxes contributed by these small businesses go for the 
support of the community in my area. 
t is my earnest conviction that legislation to increase the minimum 
wage will do more harm than good ; by: 
1. creating less production of certain able-bodied workers ; 
2. eliminating other workers from part-time work. 

This part time work is, and always has been, an important part of 
the economy of rural Maine. 

It has been my experience that a hike in wage rates would mean an 
increase in the price of wood to be paid by the mills. Supposedly 
such an increase would help a landowner like me with my income 
from my timber. ; 

My experience in the past has been the opposite, namely, less income 
from stumpage than when the industry was unable to pay as much as 
row. 

This leads to a situation of danger to local governments, by forest, 
land owners cutting their timber off and letting the land go for taxes. 
That is my statement, my own personal statement. I thank you. 

Mr. Keutey. Is your average above the minimum which you pay! 

Mr. Frre. To certain able-bodied workers, that is right. But we 
have marginal workers, too. 

Mr. Ketter. What would you say the average rate per hour would 
be? 

Mr. Fre. Well, it would be above 75 cents. 

Mr. Ketiey. Above 75 cents? 
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Mr. Frye. Yes, but the marginal workers, the fellows that work in 
woods years and years and they are getting older all the time, they can 
do less, but they can handle that type of thing. 

Chairman Barven. Of course, all of the pulpwood folks are now in 
a rather unenviable position with reference to the ruling of the Wage- 
Hour Division. 

You do not know exactly when it is on you and when it is not, 
especially in the operations that are carried on by, as you say, the 
makethal Beemheal the older men and folks who cannot produce up 
to standard, but who want the work and produce what they can. 

Mr. Frye. Right. 

Mr. Battery. Mr. Frye, I will ask this question : 

What is to prevent your adjusting the prices on your pulpwood 
products to meet this increase necessary to pay this increase in mini- 
mum wage ? 

Mr. Frye. Do I understand you ask why don’t we get more for our 
product ? 

Mr. Batter. Sure. Everybody gets it. 

Mr. Frye. I don’t think I could control that. 

Mr. Barter. The reason why I was just hoping you would give me 
an answer, I wanted to ask you one more question and then I will not 
ask you any more. 

A good bit of the troubles of your pulpwood industry are due to 
imports of foreign pulpwood, foreign competition, rather than com- 
petition in this country ? 

Mr. Frre. I don’t know that that is true. I live near the Canadian 
border. Our mills do get a lot of Canadian wood. To me it is not 
serious competition. 

Chairman Barpen. Thank you, Mr. Frye. 


STATEMENT OF GEORGE J. TICHY, MANAGER, TIMBER PRODUCTS 
MANUFACTURERS ASSOCIATION—Resumed 


Mr. Ketiry. The problem I proposed, Mr. Tichy, was in regard to 
overtime. I said one way to overcome that would be to put on addi- 
tional help. If the overtime amounts to a great deal, that is one way 
to escape it. You had some answer to that. 

Mr. Ticuy. That is correct. I stated it would be uneconomic because 
there isn’t always a sufficient demand to warrant a full additional 
crew or employing people for a long enough span of time to produce. 
lor instance, if you are only going to try to increase your production 
by 10 percent, you may accomplish that some times more economically 
by using overtime rather than going out and hiring people who will 
not be earning enough money to support themselves on such part-time 
labor, anyway. Do you see what I am getting at there? 

Mr. Ketiey. Yes. Then in most cases it is not too uneconomical to 
pay overtime as long as it does not run into too many hours. 

Mr. Ticxy. Sometimes it is because you are forced to employ some 
few employees at these extremely high wage rates which will compel 
the exceedingly high time and one-half when the other part of your 
work force are paid a lower rate where the burden might not be quite 
as excessive. 





790 AMENDMENT TO INCREASE THE MINIMUM WAGE 


And another time that this has become quite important, and the time 
with which I would have greatest reference, is during periods of 
national emergency when it was the national desire to produce as 
much lumber as possible. In those times these high wage rates make 
it almost prohibitive for some employers to look with all the patriotism 
that they are supposed to have toward producing this extra lumber, 
and the like. 

So when you are seeking high productivity you can’t get it when 
you compel an employer who is paying two and three dollars an hour 
to pay time and one-half as opposed to an employer who is paying 
75 cents an hour to pay time and a half. : 

Mr. Ketixey. Of course one of the purposes in setting the time and 
a half after 40 hours was to discourage overtime, was to pave the 
way for more employment. 

Mr. Ticny. That is right, during periods of severe unemployment 
such as existed in 1938 and prior thereto, which does not now exist. 

Mr. Ketiey. What is the average wage rate of your organized 
groups? 

Mr. Ticuy. We do not have them segregated within my own asso- 
ciation, but quite frankly, there is very little difference between the 
organized and unorganized. As a matter of fact, I can take you to 
some mills that are unorganized that are paying considerably higher 
than the organized mills in our territory. 

Mr. Ketixy. Do you think they pay it to discourage the organiza- 
tion of the rest of them ? 

Mr. Ticuy. I don’t know, sir. Let us put it this way: The motiva- 
tion of each employer will differ from other employers. I don’t know 
what their reasons are. I don’t go into that. 

Mrs. Green. I notice that you say that any raise in minimum wage 
would be inflationary. In fact, you infer that the 75 cents was infla- 
tionary. 

Mr. Ticny. That is correct. 

Mrs. Green. On what do you base that ? 

Mr. Ticny. Any time you are going to raise—I am sorry, ma’am, 
you didn’t get the early part of the statement as I read it since you 
weren't here, because I feel it was partially explained there, but 
basically what it amounts to is this: when you raise wages those 
additional costs are going to have to be passed on. If they can’t be 
passed on, then the next determination is, Are they going to be able 
to pay it out of their profit? If they can’t pay it out of their profit, 
they are going to have to go out of business. If it is passed on success- 
fully, the consumer will have to pay a higher price for that product. 

We have then inflated the economy and we have devalued the dollar. 

Mrs. Green. Mr. Larson gave testimony to the effect if we increase 
the minimum wage from 75 cents to 90 cents, that the total impact on 
the economy of our country would be one-sixth or one-seventh of | 
percent. 

Mr. Ticry. I do not agree with Mr. Larson. I don’t know what 
the source of his statistics are, but I would imagine from that type 
of calculating must be considering only, at the most, what the increase 
would be from 75 cents to 90 cents in just those wage rates. But that 
is only the primary impact which he has considered. Actually this will 
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act like a wave in the ocean, will carry on out, and you have differen- 
tials which have to be maintained, and so forth. 

Then if they are going to maintain margins of profit, and so on, 
this thing all bubbles up so that you do get quite an inflationary fac- 
tor and I am inclined to think his figures are very conservative. 

Mrs. Green. Those were Bureau of Labor Statistics figures which 
are given after exhaustive survey. Do you have better figures ? 

Mr. Ticuy. No, but I don’t feel they are complete. 

Mrs. Green. Do you have other statistics to present to this com- 
mittee which would really refute the figures of the Bureau of Labor ? 

Mr. Ticuy. On this particular point ¢ 

Mrs. GREEN. Yes. 

Mr. Ticuy. I don’t have them at hand. 

Mrs. Green. Has your company done any survey of it? Do you 
know of any survey that has been made that would refute those 
statistics ¢ 

This committee certainly has to take that into consideration. Unless 
there are better statistics which you can supply and which are more ac- 
curate, then we are bound to go by the Bureau of Labor Statistics. 

Mr. Ticuy. That is entirely true, but the point I am making, which 
I hope was made clear, is that he must be basing those figures on just 
the impact, the direct impact of 75 to 90 cents : and not taking into con- 
sideration the other facets of the inflationary spiral. 

Mrs. Green. One-sixth or one-seventh of 1 percent on the total pay- 


roll to me would not create much of a spiral beyond even the direct 
wages. I cannot see that as an ever-expanding spiral or circle. 
Mr. Ticuy. In that respect you and I differ, then. 
Py, b] 


Mrs. GreEN. His statistics also showed if we increased it to a dollar 
that the total impact would be 214 percent, I believe it was. Would 
you consider that inflationary ¢ 

Mr. Ticuy. Well, any time you have any increase it is inflationary. 
After all, we are getting to a point here in our present economy where 
anything in inflationary. We have gone so far already, if you see 
what I mean. 

Mrs. Green. No, Lam afraid I do not. 

On page 3, your last paragraph, you speak of “depression” legis- 
lation. I am unable to follow that reasoning. Would you elaborate 
on that a bit ? 

Mr. Ticwy. Yes. And that is also elaborated on in the statement, 
ma’am, in that the Fair Labor Standards Act of 1938, as it is stated 
right in its preamble, is to protect the standard of living of the under- 
paid workers, to eliminate sweatshops and child labor, all of which 
was considered to be a part of our depression period, that was in 
existence at that time. We had a large number of unemployed people. 
I don’t have the national figures at hand. 

Mrs. Green. In other words, what you are saying is that a minimum 
wage is only justified during depression years. 

Mr. Ticny, No, I don’t believe a minimum wage is justified at any 
time. But that was the justification for which it was enacted at that 
time, as far as I know. 

Mrs. Green. On page 5 you infer that it would do away with job 
differentials, As a matter of fact, has it done away witli job differen- 
tials in Oregon, for example, in your particular industry ? 

63489—55——52 
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Mr. Ticuy. That is a rather difficult question to answer, because 
an increase in the minimum wage as such does not directly affect us, 
in a direct manner. However, I am confident that it does indirectly 
affect us as it affects the supplies we must use; as it affects the general 
standard of living; the general.commodities which business and con- 
sumer must use alike. ‘ 

Mrs. Green. It is my observation in Oregon that there was a tre- 
mendous amount of difference in pay according to the jobs after the 
minimum wage was established, that it has not done away with job 
differentials that your statement would infer. 

Mr. Ticuy. I am sorry if you got that inference out of the testi- 
mony. It does not do away with differentials. My statement points 
out that if you have a justifiable differential to start with, an employer 
in good sense will retain that differential in whole or in part. So, 
therefore, when you raise the lowest wage area, automatically the 
employer is going to make some proportionate raise in the other skills 
or scales so that there is a maintenance of some differentiation as a 
result of skill, experience, and so forth. 

Now we have had a squeezing of differentials in our industry in the 
Pacific Northwest as the result of always having equal horizontal 
wage increases which I am sure you are familiar with, but that does 
not pertain to this immediate problem of minimum wage. 

Mrs. Green. Throughout your statement you plead for no national 
legislation in regard to minimum wage and you refer many times to col- 
lective bargaining, and it should be left to that. Does the history of 
your organization in the State of Oregon and in the Northwest show 
you as a strong supporter of unions and in favor of collective 
bargaining? 

Mr. Ticuy. My organization, the one I work for, does not exist but 
in a small portion of northern Oregon. However, we have represented 
employers in collective bargaining and have bargained collectively 
for many years. We support collective bargaining, if that is what you 
mean. I hope that I gathered your question properly. 

Mrs. Green. You area strong believer in unions? 

Mr. Ticuy. Well, now; there are some purposes and proper uses 
for unions, yes. There are other times that I don’t know that they doa 
great deal of good. You can speak on both sides of that question, too. 

Mrs. Green. I just wondered whether these were idle words when 
you plead for no national legislation and to leave it to collective bar- 
gaining, if you also would like to have strong unions and collective 
bargaining, or whether you really basically would like to do away with 
all of this. 

Mr. Ticny. No. I think you are well aware of the fact that in the 
Pacific Northwest we have two of the strongest unions in the entire 
United States in both the CIO International Woodworkers of America 
and the AFL Lumber and Sawmill Workers. I think you are familiar 
with their background in that area as being vigorous campaigners. 
They doa fairly successful job in their collective bargaining. 

Mrs. Green. You said 60 — of your group were organized ? 

Mr. Ticuy. Approximately. It may be a little higher percentage. 
I am just giving you an arbitrary percentage. I am rather close at 
60 percent, I think. 
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Incidentally, I may not have made myself clear that probably 90 
percent of my time is spent in dealing with unions in this process of 
collective bargaining on wages and working conditions. 

Mrs. Green. Would you favor a State minimum wage? 

Mr. Ticuy. I have difficulty in seeing the philosophy of a minimum 
wage. I am afraid I am opposed on philosophy grounds definitely to 
a minimum wage, either State or Federal. 

Mrs. Green. On page 9 you refer to the minimum wage as a regional 
or State problem andi was wondering if that is what you were recom- 
mending. 

Mr. Ticry. No, what I was trying to say was “at best.” At the time 
I dictated this I used the terminology “at best”—yes, it is still there— 
it is “at best,” a regional or area problem. 

ae Green. You favor no regulation, no State or Federal laws at 
al? 

Mr. Ticuy. That is correct, on this subject. 

Mr. Roosevetr. Mr. Tichy, where there is no proper bargaining 
process or there isn’t any organized union—for example, as I think you 
know, most of the people we are talking about are not in organized 
labor—would you say that it is quite fair from a theoretical point of 
view or philosophical point of view not to enable these people to keep 
pace with the increase that have been accorded others who are in 
organized labor ? 

Would you also think that they were entitled to some adjustment due 
to the increased productivity of organized labor, as a whole, and the 
increased cost of living, which has occurred, which their wages have 
not been adjusted to? 

Would you not think they were entitled to some contribution under 
those conditions? 

Mr. Ticuy. I of course have to relate my answer to my experience. 
In our own industry in our own area, as I say, we have a number of 
unorganized firms who pay wage rates in excess of the organized firms. 
It is a fact. 

Now I am not too certain as to the proper weight to be given to 
what organized labor has done in connection with wage rates. In some 
respects I think you may logically argue that they have made a mis- 
take in pushing high wages in some areas and in some industries to the 
detriment of the people that they represent, so that I am not sure 
but that this whole thing meets itself coming around. 

Mr. Roosrvett. That is not my question, Mr. Tichy. My question 
is: When there are a group of workers who have not through their 
wages been able to have them adjusted to meet (1) the additional cost 
of living; (2) the increased productivity of labor as a whole, is it not 
proper that their situation should be considered and in view of the 
fact that they are not within organized labor that some one should 
stand up and do something about them and for them ? 

Mr. Ticny. Aren’t they in a position to do it for themselves, be- 
cause our governmental law permits both collective and individual 
bargaining and if I am not getting a fair shake from my employer I 
certainly have the right to go talk to him about it and bargain or find 
another job. 

Mr. Roosevett. You are here to testify about something that does 
not affect you, so it is proper to ask you questions about it as such. 
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I think you know very well that in many instances these people 
have not been able to organize. When you say that the Government 
is stepping in to help them, it is true. The Government is stepping in 
to help them because it has been impossible for them to get properly 
organized. They are not in that kind of industry. They are not in 
an industry where there is enough of them together to do a proper 
organization job, as I am sure organized labor would tell you if you 
wanted to ask them. Therefore, is it not a philosophically proper 
thing for the Government to have an interest in this very large segment 
of American citizens who are living below a proper standard of living 
in our country and who are therefore a depressant upon the whole mar- 
ket, upon everybody else’s opportunity to have a decent standard of 
living? 

Mr. Ticny. There are too many factors as to what your opinion 
of a proper standard of living and that of someone else’s proper stand- 
ard of living might be. 

Mr. Roosevert. What do you think is a proper standard ? 

Mr. Ticuy. In my view the proper standard of living might be dif- 
ferent than somebody else’s. As to what is a proper standard of living, 
that is a rather lengthy and exhaustive thing. It is relative in nature. 
The point at which I can’t follow you, sir is: What prevents these 
people from organizing as any other group of employees might or- 
ganize, if they choose to do so ¢ 

Mr. Roosevett. The type of work they do and the type of locality 
in which they live, the smallness of the particular job and the same 
thing in general which would keep the farmers from organizing. 

Mr. Ticuy. The farm laborers, as I understand it, in many instances 
are quite well organized and in the State of California 

Mr. Roosevett. They are organized in a different sense. In the 
State of California the big landowners are organized; yes. We are 
talking about the smaller ones. 

Mr. Ticuy. Don’t you have in the State of California a number of 
agricultural unions representing the seasonal workers of the nature 
you are describing ? 

Mr. Rooseverr. An effort has been made to organize them and I 
might say with not great success, because of the type of workers that 
they are. They are itinerant workers. It is very hard to keep any 
kind of organization where a man has to go from place to place for his 
occupation at different times. I am sure you understand and recog- 
nize that. But the basic thing I want to get at is: Would you deny 
that we have a right to set a decent standard of living for the people? 

Mr. Ticuy. You are ina field that isdangerous. Every one of you 
people have a different opinion as to what a basic standard of living 
is. It seems to me that is something separate and apart from a mini- 
mum wage as such. 

Mr. Roosrvetr. That is exactly what I want to try to point out to 
you. A basic standard of living means a chance to buy for your family 
a decent amount of food to keep them properly fed and decent amount 
— to keep them properly clothed and a proper roof over their 

eads. 

Now those things can be related. They are not unrelated. They 
can be reduced to definite figures. If you reduce them to definite 
figures, then is it not reasonable to relate a minimum wage, if it falls 
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below that figure for a great part of the population, for the Govern- 
ment to try to find some way to do something about it 

Mr. Ticuy. If you do that, then you have to ignore areas, you have 
to deal in averages. You are ignoring the many individual situations 
for the overall. And in the course of taking care of the overall you are 
bound to damage a segment of our economy. I question the wisdom 
of any type of minimum wage which is going to damage any segment 
of the economy, giving it a fair chance to grow. 

Mr. Rooseverr. If you could benefit 99 percent of the people by a 
certain action whereby 1 percent was going to suffer, you would not 
do anything to help the 99 percent? Is that your philosophy ? 

Mr. Ticuy. Not at all, of course not. 

Mr. Roosevert. That is what you told me. 

Mr. Ticny. No; it is more than 1 percent any time that are 
going to be hurt when you are going to fool around with this thing. 
I don’t see how you can reduce the figure down to such a small per- 
centage, because you have different businesses, you have different areas, 
different conditions existing over such a widespread area. You are 
going to deal in averages. 

Chairman Barpen. Mr. Roosevelt, would you let me interrupt you 
and the gentleman just for a brief statement from Mr. Weathers, who 
has to leave very shortly. 


STATEMENT OF TOM E. WEATHERS, WAYNESBORO, GA. 


Mr. Weratuers. Mr. Chairman and gentlemen, my name is Tom 
Weathers. I live in Waynesboro, Ga., just about 25 miles south of 
Augusta. I am a small independent businessman who earns his liveli- 
hood as a pulpwood dealer.. I am making my appearance here to try 
to protect my small business and the businesses of the small pulpwood 
producers from whom I purchase wood. 

It is with vital concern that I would like to speak to you for the next 
few minutes about the minimum wage and my objections to any in- 
crease being made in the present established minimum of 75 cents per 
hour. 

I believe you gentlemen have already had explained how a pulpwood 
dealer operates. He buys wood from these small independent pro- 
ducers and in turn sells it to one or more of the pulp mills located in 
his area, 

There are three definite types of producers from whom I purchase 
wood: First, the year-around, full-time producer who depends en- 
tirely on pulpwood for his livelihood ; second, the farmer who in his off 
season uses some of his own labor to harvest pulpwood from his own 
lands; third, the part-time producer who works certain seasons at 
other activities but, especially in the winter, uses surplus farm labor 
to harvest pulpwood until farming season rolls around in the spring. 
Without the combination of these three, I could not hope to stay in 
business over an extended period of time, but during certain seasons 
of the year I have to get by with just the year-around producers—and 
it is the welfare of these full-time producers that concerns me the most. 

During the farming season the available labor supply in our area 
is scarce inasmuch as farming is the major industry in that section. 
Consequently there is a great demand for the remaining labor by all 
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other industries. The small full-time pulpwood producer must com- 
pete with the other industries for his working force. Although none 
of these full-time producers from whom I purchase wood are com- 
pelled by law, as a result of the 12-man exemption clause, to pay the 
minimum wage, they are of necessity forced to pay the prevailing wage 
for common labor in order to keep the number of men necessary to carry 
on a pulpwood operation ; therefore, any change in the law that requires 
other industries to raise the minimum wage they pay their employees, 
by and large, will force the pulpwood producer to raise the pay of 
his laborers if he is going to have a crew and stay in business and, gen- 
tlemen, that is where the paradox comes in. If the producer has to 
raise the pay of the crew, he cannot continue in business unless the 
price of wood goes up substantially, because his operating cost will 
increase to such an extent that his operation will no longer be profit- 
able enough to provide him with his livelihood. 

In my area a typical producer is a 1-truck operator who normally 
produces about 30 cords per week and receives $12.50 per cord for his 
wood f. o. b. the rail car. Of that amount, approximately $4.50 per 
cord or 36 percent goes to the landowner for the standing timber. 
That leaves only $8 per cord for the producer to pay his labor to cut 
and load the wood and for him to pay the operating cost of his truck, 
power saw and sometimes a tractor. By the time the producer gets 
through paying all of these costs, his net profit is so small that any in- 
crease in the producer’s labor cost will reduce his profit to a level 
where he would be making at least no more and possibly less, than 
his employees and in such an instance he would no doubt prefer to 
go out of business. 

Of course there is always the possibility that the price of wood 
would be increased to keep the producer in business but there is no 
assurance of that and if the price of wood were raised it would just 
be another inflationary move that would inevitably wind up with the 
cost of living increasing, and eventually the laborers would haa little, 
if any, additional buying power over that which he has today. 

In addition, past history has shown that no price raise ever went 
100 percent to the producer and his labor. The landowner always 
seems to expect and always gets a portion of any price*increase, so if 
a price raise were made, it would have to be larger than just enough 
to meet the increased labor cost and that would be a still greater con- 
tribution toward the inflationary trend. It seems to me that what we 
need right now in this country is less inflation rather than more. 

If the full-time producers from whom I purchased wood go out of 
business, I will, of necessity, go out of business also because the pulp 
companies are not interested in buying wood from me unless I can 
supply them on a year-round basis and without these regular pro- 
ducers I cannot hope to do so. 

Now, as I have stated, I live in a region that is primarily agricul- 
tural. There is a good deal of talk among the farmers about the 
proposed minimum-wage increase and they appear to be deeply con- 
cerned about the increase also. They feel that as other industries have 
to pay more for their labor, the farmers will have to pay more for their 
farm help or else they will lose their better labor to other industries. 

From all I have heard and read, the farmers appear to already be 
caught in a squeeze between rising costs and decreased farm income 
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and I would certainly hate to see any legislation which would de- 
crease their net income any further. It all appears to me that raising 
the minimum pay will just be the vicious circle of more pay making 
goods cost more, which will then require the workers to make more 
money to buy the same articles. Everybody’s cost goes up with no 
one getting any real increase in the buying power of his earnings. 

Gentlemen, I used to work for another pulpwood dealer before I 
went into business for myself. On several occasions I approached 
the boss for a raise and was turned down on the basis that the business 
just could not afford it and I understood what he meant. There is 
just a commonsense rule in any business that you can’t increase ex- 
yenses that the business cannot afford if you want to stay in business. 
lo raise the minimum wage above the present level would either put 
the small pulpwood producers out of business because their businesses 
just can’t afford the additional expense, or force an increase in the 
price of wood which would merely add to inflationary pressures. 

In closing, I sincerely urge you gentlemen to consider long before 
you recommend any change in the present minimum wage. Its effect 
would be far-reaching, not just in the industry with which I am con- 
cerned, but with small-business men throughout the country. Please 
do not recommend any action that might force your small independent 
businessmen out of business and put him back to working for some- 
one else. 

I personally take pride that I now am my own boss. I dread to 
think that some form of legislation might be passed that would take 
away my independence. Please don’t do something which merely 
increases the price of everything. Inflation never helped anyone. 

A lot of my friends back home think that it is a waste of my time to 
come to Washington to oppose this proposed minimum-wage increase. 
They have an idea that Congressmen don’t care what small people 
think and believe. I tell them they’re wrong. I hope I’m right. 

Gentlemen, I thank you for your kind attention and the oppor- 
tunity to speak to you. 

Chairman Barpen. Thank you, sir. 

Mr. Exxiorr. What do you pay those people who cut the pulpwood 
now? What is the prevailing wage in your area? 

Mr. Weatuers. I don’t hire any labor at all. 

Mr. Exxiorr. The people from whom you buy, what is the prevail- 
ing wage now ¢ 

Mr. Pasion, The full-time producers pay 75 cents or better, an 


hour. Now there is some farm help that is used in the off-farming 


season by the part-time operators that probably gets his labor a little 
cheaper than that. 


Mr. Exxiorr. Thank you very much. 
Mr. Wearners. Thank you, gentlemen. 
(Discussion off the record.) 


STATEMENT OF GEORGE J. TICHY, MANAGER, TIMBER PRODUCTS 
MANUFACTURERS ASSOCIATION—Resumed 


Mr. Roosrve.r. Now, Mr. Tichy, what Mr. Wainwright wanted to 
bring out was that reasonable men can differ as to what a reasonable 
standard of living will be. I am perfectly willing to admit that. I 
think on the other hand it is perfectly possible to set and to get a 
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criterion by which you would be able to arrive at a minimum standard 
of living in almost any part of the country by a reasonable study. 
Those studies have actually been made, and I think it would help us 
all if we would study them and work at them. 

Now, I have one or two more questions. On page 6 where you note 
that the wage bill of the southern sawmilling people instead of being 
actually 14 percent increase when it went up to 75 cents, instead of 
being 14 it was actually 16 to take care of the job differentials. 

Now my question would be, what figures do you have to show as to 
the numbers of people who went out of business because of that 
increase ? 

Mr. Ticuy. The study to which I referred, sir, states, as I recall—— 

Mr. Roosgvetr. Could you name that study for me ? 

Mr. Ticny. It is the Department of Labor study on the economic 
effects of the minimum wage. It was published in the Monthly 
Labor Review of the last year. I am sorry I don’t have the exact 
date. However, I will furnish that to the committee, if you wish. 

Mr. Roosrvett. Does not that specific study show that the numbers 
of sawmilling plants and operators instead of going down, went up 
in that period ? 

Mr. Ticry. Sir, I believe you will find that from the study that it 
states we cannot make any conclusive findings because of the effect of 
the Korean conflict. 

The Korean conflict prevented a determination. 

Mr. Roosevert. That is not what they say. They stop at that time 
because of the Korean conflict. They did not go further into it. 
Now at the time they stopped, however, it actually showed an increase, 
I think you will find. Therefore, this increase was absorbed, is that 
correct, which is contrary to the impression that you give me. 

Mr. Ticxy. It was absorbed ? 

Mr. Roosrveutr. Without putting anybody out of business or losing 
any employment ? 

Mr. Ticuy. I will not testify to that because I don’t know. 

. ce Roosevett. I wish you would read the report and then you would 
nd out. 

Mr. Ticry. I did read the report, but I do not recall its content in 
that particular. 

Mr. Roosevett. I hope you will read it again. 

Mr. Ticry. On the other hand, you had testimony, I believe just 
before lunch, by Mr. DeWeese, to the effect that a minimum wage in- 
crease at this time will do in putting out of business certain people in 
the southern sawmilling industry, for instance. My recollection is that 
it is a very sizable percentage. Some exhibit was placed in the record 
on this at that time. 

Mr. Roosevetr. Of course again that is a prediction, a prediction 
which is not borne out by the adjustment that was made to the increase 
to 75 cents. All you can go by is past history. 

Mr. Ticuy. If my memory serves me correctly, does not the same 
study you discuss state that the Northwest oyster industry was placed 
out of business to a large degree, it is believed, because of the increase 
to 75 cents. I believe it was the Northwest oyster business. 

’ Mr. Battery. They were put out of business through the operation of 
your reciprocal trade, foreign imports of oysters. 

Mr. Roosrveur. That is correct entirely. 
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Chairman Barpen. If you do not mind yielding further, I would 
like to ask this question. 

There were some figures put in the record showing the increase of 
unemployment immediately following lifting of the minimum. And 
then the Second World War took care of that situation. Then when 
it was raised the next time, the indication was that unemployment was 
going up and then the Korean situation took care of both the unem- 
ployment situation and the price situation. 

The testimony was that we have not as yet had the impact hit us 
without a war to bail us out. Now I am giving the statement of the 
testimony that was in here and that information was placed in the 
record, and they wound up by hoping that if this was placed too high 
that it would not require another war to bail it out. 

Now, that was, as I understand it, that was the testimony that you 
were referring to and Mr. Roosevelt did not have before him as I 
understand it. 

Mr. Ticny. That is correct, sir. Furthermore, if I may continue 
with Mr. Roosevelt’s original question there in part, I am inclined to 
think that to a degree the fact that the Korean conflict followed so 
closely the 75-cent minimum may explain why there was an increase in 
business instead of a decrease. I think any businessman in business is 
going to hang on even when he is suffering a loss for a period of time, 
and when the Korean situation came it helped some of those that would 
have gone out of business otherwise because there was a span of 5 
months between January 1950 and June 1950, between the 75 cents 
becoming effective and the Korean conflict beginning. 

Chairman Barpen. January of 1950 I think it was, and the Korean 
incident happened in June 1950. 

Mr. Roosevetr. Of course, the facts still are that our present mili- 
tary expenditures are in excess of what they were at that time. I think 
it would be a rather bold person who would suggest that in the next 
2 or 3 years we are going to reduce our military expenditures much 
below what they are now, and that therefore we would have at least 
probably that same 2- or 3-year period in which to make this adjust- 
ment, if that is necessary. 

Mr. Ticuy. I don’t follow you, sir, for this reason: Apparently this 
military spending has been going on for a while and apparently will 
continue for a while from what you have observed. Now that is stay- 
ing on a nearly level plane. On the other hand, in January 1950 
when the 75 cents was inaugurated, we had one type of economy which 
suddenly turned into a different economy in June 1950, thus giving the 
added impetus or the factor which many believed permitted the pay- 
ment of the additional amount. 

Mr. Roosrvetr. What I am trying to point out to you is that the 
amount of the military expenditure at the time the Korean war started 
was even less than we are spending now, so that there is room for this 
adjustment in our present economy. 

In other words, that we could at the present time make up, go for- 
ward, without bringing up the minimum wage to account for the in- 
creased expansion of our economy at the same time, and that it is 
unquestionably going to be there for 2 or 3 years so that we are not 
looking forward to a deflationary effect of reduced military expendi- 
tures on our whole economy at this time. 
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Now we can get in a long economic argument. I don’t think we are 
going to educate the committee. 

Lastly, can I just ask you where you got the figures on page 8 where 
you quote a figure of 12 million unemployed in January of 1939 
What is the source for that figure ? 

Mr. Ticuy. It is my recollection that one of the members of my 
staff obtained it from the Bureau of Labor Statistics, figures contained 
in the Monthly Labor Review. 

Mr. Roosrvetr. You cannot refer me to the specific thing ? 

Mr. Ticuy. I cannot at this time. 

Mr. Roosevetr. I would be interested because that is higher than 
any figure I previously have seen. 

Mr. Ticry. I will determine where it was obtained, sir. 

(The information referred to was subsequently supplied, and is as 
follows :) 

Estimated unemployment in January 1939—11,984,000. 

(Source: Monthly estimates of the National Industrial Conference Board, the 
Economic Almanac, 1953-54 ed., p. 423.) 

Mr. Roosevett. Thank you. 

Thank you, Mr. Chairman. 

Chairman Barpen. Mr. McConnell. 

Mr. McConnett. I was interested in your discussion of standards of 
living. Of course we have to know the standard by which to judge the 
standard of living. Assuming that we have done that, assuming that 
standard of living were for a family of 4, how would yau apply it 
where there was only 1 in the family or2 inthe family? What 
would be the application ? 

In other words, I can’t quite correlate all this as to exactly what 
it has to do with this discussion. I admit that the cost of living is 
awfully important, but what have you when you have discovered this 
standard of living for a family of four? Much of your working force 
might not be a family of four. 

Mr. Ticry. I agree with you, sir. I am in the same dilemma you 
are in that respect. 

It is my feeling we are talking about two separate things when we 
talk about minimum budgets, average budgets and so forth on one 
hand, and minimum wages on the other hand. 

Mr. Roosevett. Would the gentleman yield ? 

Isn’t it true that we are not limited to a scale for a family of four? 
I have seen scales for families of 4, families of 2, and single woman, 
and single man. 

Mr. McConneti. When you have that what have you? They range 
from $1,500, $2,000, up to $4,000. So where are you when you get 
through ? 

Mr. Roosrvetr. In any locality I think you can say that it is neces- 
sary to have the X amount of dollars, of cash dollars, in order to be 
able to maintain a standard of living which you would describe in 
the form of being able to buy 1 suit of clothes every year or every 
2 years, to buy a certain amount of food which would cause you to 
have a certain amount of calories in your system to keep you healthy. 
You can lay that down and it has been laid down in these different 
areas by different States. 

Chairman Barpen. Have you ever seen a man worth a hoot that 
was satisfied with his standard of living? 
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Mr. Roosrvexitr. Not one that is worth a hoot, no sir, that is true. 

Chairman Barpen. How are you trying to determine something by 
X and Y when you have 160 million people and all of them that are 
old enough to think are thinking, if they are any good, how they can 
improve their standard of living? Didn’t we take the step to improve 
ours some time ago! Some people think we set it a little too high. 
Personally, I don’t think it was too high. I have been kind of looking 
forward to that for 20 years. So when we go to try to set up a stand- 
ard of living and say so many calories—— 

Mr. Roosevetr. Mr. Chairman, you voted for it, I voted for it: 
because we thought we needed it. Why shouldn’t we do the same for 
the little fellow? Why should we deny him the same thinking that 
we did ourselves ? 

Mr. Lanprum. He doesn’t have the same paymaster. 

Chairman Barpen. That is true. I think I had better let that 
interruption stand. 

Mr. Roosevett. I agree. 

Chairman Barpen. Go ahead, Mr. McConnell. 

Mr. McConnett. Resuming again another angle to this thing, in 
your judgment if we are not careful in the setting of our minimum- 
wage level, do we not interfere with collective bargaining? 

Mr. Ticny. I think you do, unquestionably. 

Mr. McConne tt. I have a feeling when we get up around this dollar 
rate you have to be very watchful because you are putting into the 
economy a rigidity with this minimum-wage law which does not 
enable the employer to bargain with some of his employees. I will 
give an example. 

Suppose he has a type of employee not entirely a capable worker, 
but a person who can do some work and he wants to employ him and 
can use his labor such as it is, he has the problem when the minimuin 
wage rates gets to a certain level, as to whether he is going to drop him 
out entirely or, if it is possible, could he bargain with him for a lower 
rate? You run into this rigid law that you cannot bargain with him 
for a lower rate. I know of no more rigid law on the statute books, 
than the Fair Labor Standards Act. It gives no escape. You are 
allowed to pay lower rate for physically handicapped and for appren- 
tice employees, but no one else. The employer either has to pay that 
exact amount or fire that particular worker, or in the extreme go out 
of business. He has no opportunity to appeal anywhere to set a little 
lower rate in certain specific cases. He has no opportunity whatsoever. 
It is purely rigid. 

It says you pay that or else you go out of business or you drop that 
worker from the rolls if you want to pay him less than a dollar. 

Now that particular rigidity I do not like and have never liked in 
this act. I certainly wish we could do something about it to correct 
such a situation. The large mass of industry is not concerned about 
raising the minimum wage to even a dollar, but we have marginal cases. 
We have little businesses here and there, scattered over in this county. 
T don’t like-to be in a position of saying to that man, well, if you can’t 
pay it, go out of business. There is nothing nice about that. That is 
just talk. 

There ought to be some way we can keep him in business even at a 
lower rate, shall we say, if we make a lower rate than a dollar, and do 
it legitimately. You ought to have some appeal somewhere in a way 
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that would allow him to continue on to employ certain people or to 
stay in business. They are in the little business of America. 

I mean the business we think of as being in the stream of interstate 
commerce. They can absorb it but the little fellow often has trouble. 
That is the whole situation we run into all the time in this act. It is 
these borderline cases, these problems of application which affect people 
in such a way as it was never intended, would not be intended by a 
Member of Congress. 

I didn’t mean to get steamed up, but I always get upset when I think 
of what we may do to certain individuals who are trying to get along 
in the world, and we don’t want to do that, but we have never provided 
any relief for such a situation. I think there should be some way of 
handling hardship cases. : 

Mr. Roosevett. Mr. McConnell, I would go along with you on that. 

Mr. McConneut. Thank you. That would clear up a lot of doubts 
and worries in my mind, and in the minds of a lot of small-business 
men. 

Mr. Roosrverr. On the other hand, I think you will go along with 
me that the employee needs to be protected from the man who would 
use his power and say, here, you work for me for next to nothing or 
you won’t have a job. 

Mr. McConnett. We did that by having the minimum wage law. 
I would say that a man seeking some method of escape from the rigors 
or hardships of this situation should definitely have to prove his case. 

Mr. Roosrvenr. I didn’t want Mr. Tichy to have the idea that you 
were against the minimum wage law. 

Mr. O’Connett. No, I stated that in this particular statement here. 

Chairman Barpen. Thank you, Mr. Tichy. 

I would like to say this to you. Mr. Roosevelt referred to the little 
man. They are the folks that we have been hearing about today. You 
know it is so often the case, and I do not know who is responsible for 
it, but it certainly is running riot in this country now, that if a man 
employs two people he then becomes an employer, a vile character, 
who is willing, ready, and sometimes able to exploit and pillage, and 
so forth and so on, when the little two-man employer, 3-man employer, 
10-man, 20-man, are the very ones keeping this economy in this country 
going now. 

In my district they constitute, I would say 90 percent of the business 
and employ 90 percent of the employees, not the big business. I don’t 
think just because the man is an employer that he is a stuffed shirt 
with no heart and out to do no good. I think the small employers 
of this country come mighty near being the backbone, and it is not 
the Big Steel and it is not General Motors and it is not Mr. Ford. 
It is those small employers that provide the money that buys the 
Fords and the Chevrolets that keep Mr. Ford and General Motors 
operating, and the quicker we realize that these small employers con- 
stitute a real foundation stone in our economy, the better off I think 
we will be. 

Mr. Baey. Is it not true, Mr. Chairman, that the plea this gentle- 
man is making and the man who just preceded him from Georgia, 
is it not true that all those little portable sawmill operations that were 
cutting pulpwood as well as lumber are exempt from the Federal law / 

Chairman Barven. No. I want to say this to the gentleman, what 
he is here testifying to is absolutely against his best interest from a 
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selfish point of view of the people he represents because he represents 
the west coast and they are in direct competition with the southern 
pine industry. 

If the southern pine industry is wiped out that provides a many 
times greater market for the west-coast products. 

Now, I will say that for the gentleman. He has impressed me as 
being very sincere about his statement, not only that but well 
grounded in the information, but if he was here purely on a selfish 
mission, why Heaven’s above he would be lashing into the southern 
pine industry and say, do away with them, they are no good, we 
already pay more than the minimum and the quicker you do away 
with them the bigger market we will have. 

Now I want to ask the gentleman to join in that. 

Mr. Ticuy. You are correct. 

Chairman Barpen. I know I am correct because I know what your 
situation is. Frankly, his appearance is totally unselfish so far as the 
industry is concerned. 

Thank your, Mr. Tichy. 

Mr. Ticuy. Mr. Chairman and gentlemen of the committee, I wis 
to thank you for this opportunity of appearing before you. 

Chairman Barpen. The committee will stand in recess. 


(Whereupon, at 5:45 p. m. the committee proceeded to other 
business. ) 
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WEDNESDAY, JUNE 22, 1955 


House or RepresENnTATIVES, 
ComMITTEE ON EpucaTion AND Lasor, 
Washington, D.C. 

The committee met at 10:25 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Graham A. Barden (chairman) 
presiding. 

Present: Representatives Barden (presiding), Kelley, Bailey, 
Perkins, Wier, Elliott, Metcalf, Bowler, Roosevelt, Udall, McConnell, 
Gwinn, Smith, Bosch, Rhodes, Wainwright, Frelinghuysen, and Coon. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel ; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. Please come to order. 

The first witness this morning is Mr. Wileox. 

Mr. Wilcox, will you identify yourself for the reporter, and pro- 
ceed. 


STATEMENT OF R. D. WILCOX, HARRIS-WILCOX TIMBER C0., 
LAUREL, MISS. 


Mr. Witcox. My name is R, D. Wilcox, and I speak for myself and 
my associate, Tom Harris, doing business as Harris-Wilcox Lumber 
Co. at Laurel, Miss. 

Our business includes the buying of pulpwood from independent 
wood producers and/or farmers, and the selling of this pulpwood to 
the paper mill. In this capacity we are considered pulpwood dealers. 
We operate in the extreme southeast part of Mississippi. The area is 
often referred to as being the coastal area. This area is made up of 
small farmers and public workers who produce some pulpwood at 
irregular intervals as a means of supplementing their income. 

The reason for my appearance before this committee is due to pend- 
ing bills before the Congress to increase the minimum wage of 75 cents 
per hour to a figure ranging from 90 cents to $1.25 per hour, and to 
try and show what effect an increase in the minimum wage would 
have on the economy and lives of many people in the coastal area of 
Mississippi, namely, the small operator whose income is derived or 
partly derived from the pulpwood and lumbering industry and others 
similarly situated. 

At the risk of going contrary to what appears to be the trend in 
the other direction, I find that I must state that I am opposed to the 
idea of a minimum wage of any kind because it is socialistic in nature. 
Our whole way of life in this country is opposed to any sort of planned 
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economy by government. This means that our way of life is opposed 
to the fixing of minimum wages because, deny it though we may, the 
fixing of wages by legislative action can be regarded as nothing else 
than | part and parcel of a planned economy. Moreover, we must not 
forget that if the government is allowed to assume the power to fix 
minimum wages and maximum hours, there is nothing to keep the 
government from reversing this process and fixing maximum wages 
and minimum hours. When that happens, where is our freedom ? 

My rights as an American citizen give me this privilege of an 
opinion. Likewise, being a loyal citizen, I respect the law covering 
the minimum wage. Since this minimum wage is now 75 cents per 
hour, it is my firm conviction that many small businesses, especially i in 
the South, and more especially the small forest-products industries w ill 
be forced out of business if this minimum is raised, especially if raised 
to some of the high figures proposed to Congress, because small busi- 
ness cannot compete with large business for manpower and wages. 

It is my understanding that many of the large businesses are pay- 
ing rates near twice the present minimum wage. However, the smaller 
the business, in most cases, the more the present rate of pay comes down 
closer to the present minimum. No doubt those paying rates consid- 
erably over the present minimum could stand an increase in the mini- 
mum rate without any ill effect so long as the economy permits. How- 
ever, the forest products industries in the South as a whole have no 
such cushion, and an increase in the minimum wage would work some 
severe hardships on such businesses, provided such business can op- 
erate at all. One thing is definitely certain: We as pulpwood dealers 

cannot absorb any increase. 

Those providing the wood which we purchase are erent from the 
minimum wage provisions of the act if they employ 12 or fewer per- 
sons. But no Congress yet has been able to give them an exemption 
from the laws of economics. If they want labor they have to pay 
prevailing wages. If the prevailing minimum goes up they have to 
pay the increase. They can’t do it without an increase in the price of 
wood. Either they get that, which means inflation in the price of 
paper, or go broke. This same process works in other fields, too. 
Either prices go up generally or small people now, of necessity paying 
wages at or near the present minimum, go broke. The results of such 
price increases is inflation—it hurts everyone and, long-range, does no 
one any good. 

If I understand the purpose and intent of the minimum wage, it 
is to put a floor under the wage below which no worker can be paid. 
The present floor seems to be adequate. It is certainly all the small 
forestry industries, and certainly the pulpwood industry can stand 
under the present economy. We must not expect the impossible from 
the minimum-wage law as it does not and cannot assure a worker a 
wage of any given amount or a standard of living at any given level. 
All it does and all it can do is to give the covered employer a chance 
of paying a worker a minimum rate or not hiring him. 

The Fair Labor Standards Act was enacted in 1938 and its original 
minimum hourly rate was 25 cents. Since that date the cost of living 
has risen approximately 100 percent. This approximate 100 percent 
rise in the cost of living certainly does not justify a 300 percent in- 
crease in the minimum wage from 25 cents per hour to $1 per hour. 
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Since the 75-cent rate went into effect the cost of living has risen 14 
percent. Where is the justification for proposals to raise the minimum 
by 3314 percent to almost 100 percent ¢ 

If it is the desire of Congress to keep the minimum wage at a point 
where it would represent the same purchasing power as the original 
minimum wage provided, or as the various increases provided, “then 
there is no basis for any increase at this time. 

It is respectfully requested that the committee consider leaving the 
present minimum wage at 75 cents per hour and then let the economy 
of the country and the competition for labor carry the rate on up to 
the point the economy will permit. In other words, the 75 cents now 
in effect puts a floor under wages, and from there on up let the Amer- 
ican way be the controlling element. With this approach, both large 
and small businesses in the industrial areas and in the less industrial 
areas can continue as they are now going, and I feel sure will prevent 
considerable unemployment. 

The main objective of the minimum wage is to give everyone a living 
wage. Everyone wants at least a living wage, and should have it, if 
he deserves it. Almost everyone wants a great deal more than a liv- 
ing wage, and should have that, too, if he earns it. A living wage in 
our area is assured with the present 75-cent minimum. Al) over that 
should be left to the economics governing such matters. 

So that, Mr. Chairman, is my statement. And I appreciate the com- 
mittee’s kindness in allowing me this opportunity. 

Chairman Barpen. Mr. Wier ? 

Mr. Wier. No questions. 

Chairman Barpen. Mr. Perkins? 

Mr. Perxrns. No questions. 

Chairman Barpen. Mr. Elliott ? 

Mr. Exxrorr. No questions, Mr. Chairman. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. No questions. 

Chairman Barpen. Mr. Bosch ? 

Mr. Boscx. No questions. 

Chairman Barpen. Mr. Rhodes? 

Mr. Ruopes. No questions. 

Chairman Barpen. Mr. Wilcox, you buy the pulpwood at the assem- 
bly yard? 

Mr. Witcox. Up and down the railroad; yes, sir, at different load- 
ings. 

Chairman Barpen. In other words, the small operators bring that 
in to the railroad. 

Mr. Wnicox. That is right, sir. 

Chairman Barpen. Who fixes the price at which you sell your pulp- 
wood ? 

Mr. Wiicox. Well, the mill that we sell to. They have a price that 
they pay for the wood, and that is the price that we operate on. 

Chairman Barpen. All right. Then you can fix the price that the 
small suppliers get who bring it to the railroad. 

Mr. Witcox. Yes, sir. We give them the price. 

Chairman Barpen. Those small suppliers range all the way from 
an individual farmer to a fellow that has 1 or 2 trucks and either buys 
the pulpwood or takes it after it is cut. 

Mr. Wiricox. That is correct ; yes, sir. 

68489—55 53 
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Chairman Barpen. What is about the average paid now in that 
operation ? 

Mr. Wiicox. Do you mean the average that the men get per hour, 
or the average—— 

Chairman Barpen. What is the average of your crew ? 

Mr. Witcox. That average is approximately 75 cents. It is on the 
plus side of 75 cents. 

Chairman Barpen. These farmers that bring it in cut the wood off 
their own land ? 

Mr. Witcox. In many cases yes, sir. 

Chairman Barven. And they carry it to the road. 

Now, of course, there is nothing to guarantee that they will make 50 
cents an hour or 75 cents an hour. 

Mr. Witcox. That is true; yes, sir. 

Chairman Barpen. But what they are doing when they are cutting 
their own timber and bringing it to the road is working for approxi- 
mately the average of your men, 75 cents an hour. 

Mr. Witcox. Yes, sir. 

Chairman Barpen. And whatever short they are they make it up 
by a reduction in the price of the pulpwood, of the timber they cut off 
of their land. 

Mr. Witcox. Yes, sir. 

Chairman Barpen. That work, of course, a good bit of that is done 
before the crops start and during the time when they are not working 
on the crops. 

Mr. Witcox. That is when most of it is done; yes, sir. It is an off- 
season operation. 

Chairman Barpen. It supplements the income of the farm group? 

Mr. Witcox. Yes, sir. 

Chairman Barpven. Most of these farmers are in their overalls doing 
the same work and hauling it on their vehicles, and piling it along by 
the railroad. 

Mr. Wixcox. That is right. 

Chairman Barpen. Then you pick it up from them, assemble it in 
carload lots and sell it to the pulp company. 

Mr. Wucox. That is right. 

Chairman Barpen. Now if pulpwood goes down with the man that 
buys it from you, he lowers the price that he is paying you. 

Mr. Wixcox. That is right. 

Chairman Barpen. And then there is not anything for you to do but 
lower the price on the fellow that you are buying it from. 

Mr. Wuicox. That is right. 

Chairman Barpen. If this wage is jumped to $1 suddenly something 
is going to have to give, is it not ¢ 

Mr. Witcox. Very definitely ; yes, sir. 

Chairman Barpen. Have you had any indication that the man buy- 
ing from you is going to raise the price ? 

Mr. Wixcox. No, sir; lhavenot. I certainly have not. 

Chairman Barpen. Have you been able to figure out how you can 
spend 25 percent more and sell] it at the same price and buy it at the 
same price and live? 

Mr. Wiicox. No, sir; I have not. As I stated in my statement, we 
definitely could not absorb it. 
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Chairman Barpen. This is a pretty general situation. I mean you 
are just one of thousands. 

Mr. Wixcox. One of many, yes. 

Chairman Barpven. The reason I know about it is that in my con- 

gressional district there are probably 200 or 300 of those with the same 
kind of operation carried on. You folks are in somewhat the same 
position as the small timber or sawmill operator. 
. Mr. Witcox. We are all one and the same, Congressman. It is the 
sume labor, the same class of labor, the small farmer type of labor, 
part-time labor, coming and going from the farm. We are all in the 
same area. We have the same problem with the same group. 

Chairman Barpen. Many of your people make no contract with 
you, but they will just come by and say “I expect to cut pulpwood, and 
on July 15 you can expect about so many cords of pulpwood delivered 
at the railroad.” 

Mr. Wircox. Some do it that way, and some bring it in just as they 
would bring their farm produce in, They will bring it in without any 
prearranged understanding, just bring it in to sell. It is a means of a 
considerable amount of their income that is necessary to give them 
their living. 

Chairman Barpen. There is much of that kind of timber farming, 
[ might say, that is so prevalent now in the whole southern area. They 
lave learned through the very fine work done by the Department of 
Agriculture and the Forestry Department that it pays to give some 
attention to their woodland. 

Mr. Wiicox. They certainly do. They have learned, and it is a 
tremendous improvement. It is gratifying to go South and see the 
improvement that has and is being made in particular by the small- 
woodlot owner, that is, the man that owns small acreage, 40 or 80 acres 
or 160 acres. There is a lot being done, and it is beginning to show up, 
too. We are quite proud of the progress in the Deep South. 

Chairman Barpen. Well, I imagine you fellows hardly know what 
tc do in a situation like this, but I think probably you are glad to have 
un opportunity to at least come and express yourselves. 

Mr. Witcox. We are, Congressman. I don’t envy you your job. 

Chairman Barpen. The reason I say that is that there was consider- 
able pressure on this committee and on me to bring this bill immedi- 
ately out in 5 days without giving you folks an opportunity to say yea 
or nay. I thought then that it was dangerous. I think now it is dan- 
gerous because I do not know of a more trusting type of people who 
are patriotic and love their Government and expect fair treatment 
from their Government than those very people that bring that wood 
out of their farms and so forth. 

And, as for myself, it cuts very deeply when I fear that we may do 
something to really hurt them, to go into it thoughtlessly and, because 
minority groups have either received commitments or have exerted 
pressure or because some possibly do not understand the dangerous 
situation when so many are willing to just pocket up a dollar, $1.25 or 
$1.50 and then see what happens. 

Maybe I am taking it a little bit too seriously. But it is very much 
like a fellow going into one of these complicated factories and begin- 
ning to open valves to see what is going to happen. The darn thing 
may blow up with him in it. And our economy is just as complicated 





810 AMENDMENT TO INCREASE THE MINIMUM WAGE 


as a modern factory. When you begin to turn valves on and off I do 
not know who it is going to hurt. But I know this: I know if anybody 
gets hurt it will be the rural people of America and small business who 
have absorbed every crack on the head that ever originated out of 
Washington in an economic oy cere They are the first ones to 
get hit with depression, and the last ones to get a penny’s benefit out 
of any improvement. 

I am just dumb enough to think that big business and big labor ig 
not the only thing in America now. America could get along much 
better with small business in operation alone than it could get along 
with big business alone. 

I am glad you came. You speak for a kind of people that give a 
minimum amount of trouble, work the hardest, and get the least, and 
I appreciate your representation. 

Mr. Exxiorr. Mr. Chairman, I want to ask the gentleman a ques- 
tion. 

Chairman Barpen. Mr. Elliott. 

Mr. Ex.iorr. What do you pay for this wood that is brought in and 
laid on the side of the railroad tracks, Mr. Wilcox? 

Mr. Witcox. $12.50 a cord. 

Mr. Exxiorr. $12.50 a cord; most of the people who cut that wood 
use chain saws to cut it with, do they not ? 

Mr. Wiicox. No, sir; I would not say most of them do. The chain 
saw is coming in, and that little mechanism is coming into our area. 
But the big majority of the wood is still cut by the crosscut saw and 
the so-called one-man bucksaw. 

Mr. Exuiorr. Now if two of these people use a $100 or $200 chain 
saw how much of this pulpwood could they cut in 1 day ? 

Mr. Wixcox. The controlling point there is the type of timber that 
they are operating. 

Mr. En.iorr. I realize that. But in ordinary timber. You have 
qualified as an expert on this timber, and I have been very much im- 
pressed with your statement. This wood is cut in my district also. 

Mr. Wixcox. Yes. 

Mr. Exxiorr. In large amounts. And I just want to compare your 
area with mine, is the reason I ask you the question. 

Mr. Wiicox. Well, I can give you an estimated figure that 2 men in 
our way of cutting wood down there will cut about 4 cords of wood a 
day. 

Mr. Exxiorr. And for those 4 cords they get $4 a cord ? 

Mr. Witcox. That is approximately correct. 

Mr. Ex.torr. And that makes 2 men with a chain saw earn $8 a day ? 

Mr. Wixcox. That is right. . 

Mr. Exxiorr. On an average of about $1 an hour. Is that right ? 

Mr. Witcox. That is right, on an 8-hour day, may I insert. But you 
know down in that country we have a lot of sunshine and it does not 
necessarily end at 8 hours. 

Mr. Perkins. What soft woods does your pulpwood consist of: 
Sycamore, water birch, and what other types? 

Mr. Wucox. Well, pine. Our Southern pine is our main wood down 
there. A little of the gum is being used by some of the mills, but it 
is very, very little in comparison with the amount of pine. 

Mr. Perkins. You use pine primarily for pulpwood? 

Mr. Wircox. Yes, sir. 
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Chairman Barpen. Mr. Wilcox, in speaking of the power saws which 
are faster and not so very expensive to operate, you cannot use power 
saws with the average run of labor. Is that right? 

Mr. Witcox. That is right. 

Chairman Barpen. I happened to see an illustration of that some 
time.ago. This man had a power saw that cost him four hundred and 
some dollars, and he put two fellows who, of course, had nothing at 
stake, to cutting down trees. And they had only cut down trees for 
about two-thirds of the day when they just let the tree fall on the 
$400 saw. And that was out. It did not cost them anything except 
they lost their jobs until he got another one. But it cost the man that 
had it in there four hundred and some dollars. 

Now, unless you are a millionaire who did not mind spending his 
millions or throwing them away, I believe you would be kind of foolish 
to give the average fellow that you have cutting cordwood down there 
who is used to handling a bucksaw or a crosscut, very many of those 
power saws. Is that not right? 

Mr. Wiicox. Congressman, you are right. I believe you have been 
in the pulpwood business. You described that exactly. 

Chairman Barpen. I know it from one end to the other. 

Mr. Wiicox. We still use mostly the crosscut and the bucksaw. 
There are some elements that can buy and do buy on long-time pay- 
ments, and are 0 of operating the power saw. But, on the whole, 
it is a cross, bucksaw proposition. 

Chairman Barven. With a lot of that labor you use it is a long step 
to graduate from plowing with a mule to running a piece of machinery, 
is it not? 

Mr. Wicox. Very definitely. 

Mr. Gwinn. I would like to ask a question. 

Chairman Barpen. Yes. 

Mr. Gwinn. Do you think the Federal Government ought to have 
the power from the States—and the States created the Federal Govern- 
ment—to fix prices and wages and rents? 

Mr. Witcox. No, sir. 

Mr. Gwinn. Are you doing anything about it down in your country ? 

Mr. Wircox. Well, Congressman, I am up here today, and I have 
stated in my statement that I did not think it was the thing to do. 

Leave it to the American way. 

Certainly if wages are fixed, it would seem to me like prices should 
be fixed along with them. And I am not advocating the fixing of 
prices, and certainly not advocating the fixing of a minimum wage. 

Chairman Barpen. Economically you would be much safer if they 
would fix the price on your pulpwood now and guarantee you would 
get enough to pay the price that they fix on your labor, would you not ? 

Mr. Wiicox. We would be relieved. I would not be here today if 
I could expect that. 

Chairman Barpven. Except you do not like that system. 

Mr. Wixcox. I just don’t like the system. 

Mr. Gwinn. If you leave the power in Congress to fix wages and 
prices and rents and manage our economy, then forever and a day you 
are going to have to come up here as you are now, because this Congress 
might fix it at $1.25 or $1.50. 

Mr. Wiicox. Congressman, you are soright. Ifeelthat way. And 
Iam here now and I might feel it necessary to come back. 
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I don’t envy a one of you the job that you have todo. I donot think 
you are paid enough yet for the responsibility and the job that you 
have to do. 

Mr. Gwinn. You will think we are paid enough for what we are do- 
ing if we raise it to $1.25. 

Mr. Witcox. I do think it is great that fellows in my position can 
come here and receive the nice treatment that I have received, and 
have the opportunity to express myself and that you give it considera- 
tion. That isthe main thing that we ask. 

I realize that it a big problem when laws that are written are written 
probably for 160 million people. 

Mr. Gwinn. But you don’t think we can do it, really. 

Mr. Witcox. No, sir; I don’t. 

Mr. Gwinn. You and I agree. 

Thank you very much. 

Chairman Barpen. Thank you, Mr. Wilcox. 

Mr. Exssorr. I want to ask the gentleman another question. 

Getting back to this chain-saw proposition, can’t those things be 
bought for about $200 apiece? 

Mr. Wiurcox. No, sir. Those things are rather valuable. About 
twice that figure. 

Mr. Extasorr. About twice that figure ’ 

Mr. Wurcox. Yes, sir. 

Mr. Exiorr. About $400 ¢ 

Mr. Wicox. In that neighborhood; yes, sir. 

Chairman Barpen. They have them from the tiny ones right on up. 

Mr. Wixcox. Yes, that is right. 

Chairman Barpen. They make as many different kinds as they make 
soft drinks. 

Mr. Extiorr. The point I wanted to make is that I am beginning to 
see those things by the scads down my way. I visited a little sawmill 
the other day that had three of those things in the woods with fellows 
operating them, and I got the impression that they were becoming 
rather common. But if I am mistaken about that, could I ask the 
gentleman this question: 

If the use of them did become rather common could not the people 
who use them earn in the neighborhood of 90 cents or $1 an hour with 
them, provided they did not let too many trees fall on them, as the 
chairman suggested ? 

Mr. Wixcox. Of course, there is that possibility. And you can take - 
the better operator, but we are going to lose, out of this class of people, 
that better operator as the economics change in the other fields. The 


better operator, of course, could do it. But the vast majority of these 
people are not that type of ph sobwud where they can get out and really 


do a skilled day’s work with that type of saw. 


' You are familiar with our type of farming people down there, and 
it takes a certain amount of skill to operate those and get the results 
that you are talking about. 

Mr. Exxiorr. You pay them $12.50 a cord for their wood, or ap- 
proximately that? 
Mr. Wixcox. Yes. 


Mr. Exuiorr. And if this is not an unfair question, what do you 
sell the wood for? 
Mr. Wicox, $13.75. 
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Mr. Exaaorr. In other words, you make $1.25 per cord on the wood ¢ 

Mr. Wixcox. I think those figures are correct. 

Mr. Exxitorr. What does that same wood sell for in the other sec- 
tions of the country? Do you have any idea ? 

Mr. Witcox. Sir, I do not know. 

Mr. Exxiorr. Don’t you think if we raise the minimum wage—and 
I like to be practical about it; it is either going to be 90 cents or 95 
cents or $1; I don’t think there is any question about that—if the min- 
imum is raised to one or the other of those figures do you not think 
the mills and everybody are going to help out so that the adjustment 
can be made and that you can stay in business, and the little fellow 
can stay in business who cuts the wood and brings it in ? 

Mr. Wicox. Congressman, we could only just hope so because, 
very definitely, we will have a lot of destitute people, or a lot of peo- 
ple out of employment or taken out of this field where they might 
come in and do this work to supplement their income. 

So I very definitely hope that that would happen. 

But sitting here, as I am, I have no way of knowing that it will. 

There is probably a limit as to what they can do. That is just 
reasonable to assume. And I have no idea of whether they are at that 
limit or what the limit might be. 

Mr. Exxiorr. You yourself, in selling this wood, are at the absolute 
mercy of the mill. Or are you? Do you have one mill that you buy 
for and sell to? 

Mr. Wixcox. There are a number of mills in the area. It so hap- 
pens at the present time that our wood goes to one mill. But there are 
a number of mills in that trade area within shipping distance. 

Mr. Exxsorr. Will those mills bid against each other for your 
wood ¢ 

Mr. Wiicox. They do not ; no, sir. 

I just never offered it for sale that way. 

But it is a uniform price pretty well all over. It is just like com- 
petition makes a uniform price, just like there is a uniform price 
pretty much for timber of different kinds. 

Mr. Exxrorr. Regardless of which mill you sold it to you would 
still get about $13 and whatever figure you said for it? 

Mr. Witcox. Yes. 

Mr. Exusorr. That is all. 

Chairman Barpen. Let me say that you have several of the big 
paper pulpwood companies that own hundreds and hundreds and 
thousands of acres of ground. 

Mr. Witcox. Yes, sir. 

Chairman Barven. They have that and they are not going to pay 
$1 for pulpwood above what they can get it from their own land for. 

Mr. Wuicox. That is right. 

Chairman Barpen. And they are now doing a marvelous job of 
reforestation so far as that is concerned. 

But listen to this: They have an advantage far above and beyond 
your reach, and that is that they get rather liberal tax reductions. I 
mean by that the money they spend on that land operates as a reduc- 
tion. And very wisely so. I have no criticism of it. But at the same 
time you cannot carry on that type of operation. 

Mr. Wucox. That is right. 
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Chairman Barpen. And you cannot grow trees in competition with 
them. 

Mr. Witcox. That is right. 

Chairman Barpen. Therefore, you have got to operate at the lowest 
level that you possibly can in taking it from the land. 

Mr. Wixcox. That is right. 

Chairman Barpen. And that is exactly what is going to bridle you, 
and it will be exactly the same thing that will put you out of business. 

Mr. Wucox. Right. 

Chairman Barpen. If this goes up. 

Thank you very much, Mr. Wilcox. 

Mr. Witcox. Thank you, Mr. Chairman. 

Mr. Ruopes. Might I ask unanimous consent that a statement by 
our colleague Mr. Nelson from Maine be included in the record at 
this point ? 

Mr. Nelson had to be at another committee meeting. 

Chairman Barven. Without objection, will you hand it to the re- 
porter, and it will be incorporated in the record. 

(The statement referred to follows :) 


STATEMENT OF Hon. CHARLES P. NELSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MAINE 


I want to first express my deep appreciation to the chairman and the members 
of the committee for this opportunity to testify. I know that you have listened 
to a great deal of long and sometimes weary testimony on this question of the 
minimum wage. I appreciate your patience and your interest. 

During the last session of Congress and again at this session I introduced a 
bill to increase the statutory minimum wage to $1.00 per hour. This bill was 
introduced by me with the encouragement of all the governors of the New Eng- 
land States and also with the encouragement of the New England Texile Com- 
mittee, which is a committee created by the governors of the New England 
States and consists of representatives of management, labor, and the public. All 
are agreed that the present minimum wage is completely unrealistic and ineffec- 
tive and that it should be set at at least $1 per hour. 

The national minimum wage in its origin, as you all know, was essentially a 
depression remedy designed to increase the wages of low-pay employees and to 
spread employment by placing financial pressure upon employers through over- 
time pay requirements. Such a statutes, representing and exercise of the com- 
mercial power, has been held to be within constitutional limits. 

Today'the statutory minimum wage has a far broader purpose than that. It is 
essentially a device to prevent certain specially placed employers from exploiting 
immobile, timid, and unorganized workers from receiving as good a wage as is 
received by others doing the same work. In brief, it is a salutary and excellent 
device to prevent competition between States or sections of this country based 
upon the payment of low wages. It is or should be a well-established national 
policy that whereas competition in an industry is good if based on improved 
management, machinery, or economics, yet competition based solely on the pay- 
ment of low wages should not be tolerated. 

In the report on the New England textile industry by committee appointed by 
the Conference of New England Governors, published in 1953, the following 
conclusion was reached : 

“We find the major explanation of New England’s decline in textiles is the 
large differential between wage costs here and those in the South.” 

In the Southeast, where only 14 percent of southern cotton and manmade 
fiber-textile workers are represented by labor unions, average straight-time earn- 
ings are currently 14 cents per hour less than the average in New England mills. 
An additional competitive handicap has been placed on the New England mills 
because of the fringe benefits extended by these mills but not granted by southern 
mills. This adds an average of 7 to 9 cents per hour to the wage differential. 
Although this committee is concerned now only with the issue of a minimum 
hourly wage, these fringe differentials and the fact that over 70 percent of the 
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workers in the industry are not represented by unions make Federal action all 
the more necessary. 

In the cotton and manmade fiber-textile industry the existence of regional 
wage differentials permits those mills which pay the lower wages to prosper 
at the expense of producers with higher wages. This has encouraged the shift 
of the industry with consequent hardship and loss to many thousands of New 
England textile workers. A situation of this type tends to act as a depressant 
rather than a stimulant to the national economy. 

The effects of basing competition on wage inequities is now being felt even in 
the South where wage differentials exist between States and areas, Once again 
the mills with higher wage scales are suffering in the competitive struggle. Ac- 
cording to a wage study made by the Bureau of Labor Statistics, United States 
Department of Labor, for a payroll period in November 1954, average straight- 
time hourly earnings in cotton textile mills in Virginia were $1.24, in North 
Carolina $1.17, in Georgia $1.13, and Texas $1.02. These figures may be com- 
pared with average straight-time hourly earnings of $1.32 in New England cotton 
textile mills at the same time. 

On the basis of average gross hourly earnings in the textile industry, published 
hy the departments of labor of the individual States, for February 1955, wage 
differences among Southern States were as follows: Virginia, $1.36; South Caro- 
lina, $1.30; Alabama, $1.22; Georgia, $1.21; and Texas, $1.10. During this same 
month average gross hourly earnings in northern cotton and synthetic textile 
mills amounted to $1.42 per hour, aceording to the United States Bureau of 
Labor Statistics. 

The present Federal minimum wage of 75 cents per hour, established in Janu- 
ary 1950, has become obsolete and mills with higher wage levels continue to be 
forced out of business with a consequent loss to the national economy. It is in 
the national interest as well as in regional interests for the Congress to carry 
forward the fundamental purposes of the Fair Labor Standards Act and increase 
the minimum rate of pay to not less thau $1 per hour. 

This committee has had the advantage of voluminous and expert testimony 
with regard to the hourly rate which should be set, including, I know, detailed 
and accurate testimony from representatives of the CIO and the American 
Federation of Labor indicating that the rate should be set at $1.25. I would 
not attempt to try to tell this committee what rate would be the most realistic. 
I am, however, convinced in my own mind that the rate should be at least $1 
per hour in order to accomplish the purpose of the Fair Labor Standards Act. 

I would like to suggest to the committee that if some northern textile mills 
can pay a minimum wage of $1.06 an hour, together with all the fringe benefits 
paid under their collective-bargaining contracts and still remain competitive, 
this might justly be one of the criteria which the committee might use in deter- 
mining the minimum wage. Certainly if they can do this, then mills in other 
sections of the country can accomplish the same thing without having to depend 
upon low wages paid to their workingmen in order to remain competitive. 

I would strongly urge this committee to report a bill which would set a mini- 
mum wage at a figure that would be effective and realistic. The direct result 
of not having a minimum wage which has these qualities is (1) to encourage 
the suppression of collective bargaining and antiunion policies. The right of 
collective bargaining is one that we have fully recognized by law. Its denial 
in certain States or certain sections of this country operates to completely nega- 
tive the advantages gained by workmen through collective bargaining in other 
States and other sections of the country. (2) By encouraging competition at 
the expense of low wages drags down our whole economy and penalizes or kills 
those employers who wish to and do pay an adequate wage. (3) It penalizes 
the employer who brings into his industry industrial ingenuity and progressive 
ideas. This employer who reduces his cost of production and still pays an ade- 
quate wage has to compete with an employer who is paying low wages and per- 
haps doing nothing to increase the efficiency of his plant. 

In conelusion, I would strongly urge this committee to set a national minimum 
wage of at least $1 and during the next year to thoroughly and completely study 
the possibility of extension of coverage under the present law and, lastly, that 
this committee keep the matter of the minimum wage under constant scrutiny 
to be certain that it remains at all times realistic and effective to accomplish its 
primary purpose. This will guarantee that we will never be in the position again 
of locking the barn door after the horse is stolen and the economy of our country 
or of a particular industry completely disrupted because of competition based 
solely upon the payment of low, inadequate, and unfair wages. 
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Mr. Exuiorr. I have some telegrams that I would like to insert at 
this point in the record. 

The first is a telegram from the Buettner Bros. Lumber Co. of Cull- 
man, Ala.; the second, a telegram from Coalson & Pinion Co. at Phil 
Campbell, Ala.; the third is from N. C. Arnold & Son Lumber Co. at 
Cullman, Ala.; fourth, T. W. Trapp, Jr., Phil Campbell, Ala.; and, 
fifth, C. R, Arnold & Son, Inc., J. W. Arnold, president, Cullman, Ala. 

Mr. Ketiey (presiding). Without objection, they will be inserted 
in the record. 


(The telegrams referred to follow :) 


CULLMAN, ALA., June 21, 1955. 
Hon. Cart Evviort, 


House of Representatives, Washington, D. C.: 


In regard wages-and-hour law $1 minimum wages would work hardship on 
lumber industries in South, which are already having trouble competing with 
west coast lumber. Please do all you can to defeat this bill. 


BUETTNER Bros. LUMBER Co., INC., 
H. M. Buetrner, President. 


PHIL CAMPBELL, ALA., June 21, 1955. 
Congressman CarRL ELLiorr, 


Washington, D. C.: 


We urge delay in increase of minimum wage or exempt lumber industry from 
coverage. 


CoALson & PINION. 


PHIL CAMPBELL, ALA., June 21, 1955. 
Hon. Cari EL.gort, 


Member of Congress, Washington, D. C.: 


In regard to the proposed wage-and-hour law I know you will use every tactic 
available to help small industry in the South. The firm of N. C. Arnold & Son 
Lumber Co. wishes to enter protest against any change in the present law until 
an extensive investigation can be made as to the effects it will have on small 
lumber concerns. Please use your influence to see that the proposed bill is kept 
in committee. 

N. C. ARNOLD & Son LUMBER Co. 
Mrs. E. D. ARNOLD, President. 


PH CAMPBELL, ALA., June 21, 1955. 
Congressman CARL ELLIOTT, 


Washington, D. C.: 


Any increase in minimum wage will eliminate all small sawmillers in our 
section. Please help to delay this or exempt lumber industry from coverage. 


T. W. Trapp, Jr. 


CULLMAN, Ana., June 21, 1955. 
Hon. Cari ELxiorr, 


Member of Congress, Washington, D. C.: 


I would like to state my views on pending legislation concerning the minimum 
wage-and-hour law. My firm is in a highly competitive type of business and the 
new law would put a tremendous burden on myself and other lumber concerns 
in the South. I am in favor of a fair wage-and-hour law, but I do not think 
that the present proposed law will benefit any employee of mine. It is im- 
possible to meet the west coast competition and some southern mills that dis- 
regard any wage-and-hour law if this proposed law is passed. I am sure you 
have our interest at heart, and we hope that you will use your influence to see 
that this bill is kept in committee until a thorough study can be made as to 
the effect it will have on our industry. 

C. Arnotp & Son, INC., 
J. W. ARNOLD, President. 
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Mr. Keuxiey. The next witness is Mr. H. S. Marshall. 
You may proceed, please. 


STATEMENT OF H. S. MARSHALL, REYNOLDSVILLE, PA. 


Mr. MarsHauut. My name is Harry S. Marshall, of Reynoldsville, 
Pa. 1 am a pulpwood dealer. I buy pulpwood from anyone who 
brings. it to my yard willing to sell at my price. 

I also lease forest land from its owners, and contract with others to 
cut and pile the pulpwood on it and transport it to railhead and load 
it on cars. 

I sell pulpwood to the Hammermill Paper Co., at Erie, Pa. 

Currently the price I pay for rough pulpwood loaded on freight 
cars is $13 per cord. Currently the price I pay for cutting and piling 
is $6 per cord; for transportation and loading on cars, $6 per cord; 
and I pay $1 per cord for stumpage. 

The men hired by those I contract with to produce pulpwood are 
generally of three different classes: young full-time workers making 
their livelihood out of wood cutting; farmers working in their spare 
time; and coal miners, out of work because of age and mine shut- 
downs, who supplement their social security or mine welfare pensions 
by working in the woods on a short-time and intermittent basis. 

Generally speaking, the young full-time workers cut about 2 to 3 
cords per day, resulting in earnings at the piece rates I have stated, 
of from about $10 to nearly $20 per day. Part-time workers, not hav- 
ing the skill which comes from steady work, make less, but probably 
in the range of $1 per hour. The older retired and pensioned miners 
who cannot work full time or as hard produce at the rate of less than 
a cord per day, and earn just about the present minimum of 75 cents 
per hour. 

With this for background, I want to tell you that 1 am opposed to 
any increase in the minimum wage, and I also want to explain why. 

So long as the small woods operator exemption, the so-called 12- 
man exemption, remains in the law an increase in the minimum wage 
will have no direct effect upon the cost of the wood I buy and sell. At 
least it won’t unless the administrator of the act determines that 
I am an employer of woods labor. I’m not, of course, but, under the 
uncertain definition of “employee” and “employer” in the act and the 
even less certain criteria of “economic reality” stated by the courts, 
I might be told to be. 

If I were to be held to be an employer there would be dire results. 
1 would have to increase the piece rate in order to permit those older 
pensioned miners to make the new minimum, or else not permit them 
to work. If I increase their rate, up goes the cost of wood produced 
by them and it is priced right out of the market. 

Of course, I could increase the piece rate for everyone, even though 
the full-time workers do not need it to meet any new minimum. This 
would increase the cost of all my wood. 

Could I sell it ? 

Maybe. 

But my customer also buys and could buy more from Canada where 
there are no laws comparable to the Fair Labor Standards Act. If 
I could sell it, it would be a purely arbitrary increase in the cost and, 
so, of the price of paper. 
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Actually this same situation will prevail even if I am not held to 
be an employer. Despite exemptions from the law, employers of less 
than 12 men are still subject to economic laws. Exempt or not, 
eventually woods operators will have to pay such minimum wage as 
is required by law of others. 

Increased minimum wages inevitably mean increased wages above 
the minimum. No one can or should want to prevent the maintenance 
of wage differentials for different jobs. Increased wages not predi- 
cated on productivity increases mean increased costs and prices. And 
that, gentlemen, is nothing in the world but inflation, which in the long 
run benefits no one white berate many. 

In the pulpwood business, as in any business which pays labor on 
a piece-rate basis, increased productivity is automatically compen- 
sated for. Forcing an increase in piece rates by increasing minimum 
wages necessarily is an inflationary move. 

To summarize, there is no justification for increasing piece rates 
paid in, pulpwood production. 

Increasing minimum wages will either force an increase in piece 
rates and, so, of costs and prices of pulpwood and of paper, or st 
unemployment of many older workers who need income to supplement 
pensions. 

Neither of these results makes either economic or social sense. 

Thank you. 

Mr. Ketrey. Mr. Bailey, do you have any questions? 

Mr. Batiry. I would like to ask the gentleman how much competi- 
tion you are getting from imports of Canadian pulpwood. You are 
up close to the border there. 


Mr. Marsuatrt. That is right. Weare right on the lake. And there 
is no extra expense there of loading that in cars and shipping it to the 
mills, which are farther inland. They load —_ from the boat right 


into the Hammermill yard. And, of course, they buy a lot of it. 

Mr. Barey. Your market is in the Erie, Pa., area ? 

Mr. Marsnatz. That is right. 

Mr. Barry. Do you have any idea what the comparative wage 
rates for those pulp workers in Canada are? 

Mr. Marsuauu. No; I do not. 

Mr. Battery. I assume on most every other industrial product it is 
considerably lower than our wage. 

Mr. MarsnHatu. Yes. 

Mr. Batzey. I just did not know in the case of the pulpwood worker. 

Mr. MarsHauu. They do not have the transportation problems that 
we do. They can go back in there five or six hundred miles—what- 
ever they want to—throw it in a creek, and it all comes down to a head 
where they load it on these barges and transport it across the lake to 
the mills. Of course, they have paper mills in Canada, too. 

Mr. Battery. That is all. 

Mr. Keniry. Mr. Elliott? 

Mr. Exxtorr. The differential between what you pay and what the 
southern man who testified just before you pays for pulpwood is very 
small. I noticed the difference between $12 and $13. 

Mr. Marsuauu. That is right. 
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Mr. Exuxiorr. Mr. Marshall, would you say that, generally speaking, 
this price paid for pulpwood all over the United States is fairly 
uniform ¢ 

Mr. MarsHatt. From what I gathered here yesterday, it was. 

Mr. Exxiorr. It is about the same in any section of the country ? 

Mr. Marsuatu. And wages are about the same all over the South. 

Mr. Ex.iorr. And you say wages in the field are about the same ¢ 

Mr. Marsnat. This gentleman from the coast said yesterday that 
he was paying, I believe, $2.30 an hour in the woods. For an 8-hour 
day that would make just about what we pay on piecework. 

Mr. Exxiorr. You are paying, or somebody is paying up in your 
area, about $6 per cord for cutting the wood. Ts that right ? 

Mr. Marswaty. That is ri ght. 

Mr. Exuxiorr. And in the Scuth it is about $4 per cord. 

Mr. Marsuatt. That is right. 

Mr. Exuiorr. And yet the ultimate price is, as we have mentioned, 
about the same, $12.50 in the Mississippi area, and $13 where you are. 

Mr. MarsHatt. Yes. 

His stumpage is a lot greater. Why, I don’t know. The stumpage 
in the South is much greater than ours. 

Mr. Exxiorr. And that is the reason for the difference in the price? 

Mr. Marswaty. That is right. 

Mr. Exxsorr. Are you bound to sell your wood to one mill, or do the 
mills bid for your wood ? 

Mr. Marsuatn. No. I sell all to one mill. 

Mr. Exxiorr. You sell all to one mill? 

Mr. Marswary. Yes, 

Mr. Exxiorr. Are there any people who occupy your position who 
sell to mills on a bid basis ? 

Mr. Marsnatu. To other mills? 

Mr. Exxrorr. Yes. 

Mr. Marswauu. Yes. 

Mr. Exxorrr. In other words, some of the people in your business 
accumulate this wood and then let the mills bid for it. Is that correct ? 

Mr. Marswatn. No. Youcannot dothat now. There is not the de- 
mand for wood. 

Mr. Exxiorr. You say there is not the demand for wood ? 

Mr. Marsuauy. There is no demand for wood in our area up there, 
Johnsonburg and Tyrone. They are not buying much wood at all. 
Where we were loading and taking two truckloads in a day now we get 
a truck a week. So that is quite a cut. They are all overstocked. 

Hammermill carries about a year’s supply of wood ahead. Now 
they have 18 months. This spring they had a chance to get a lot of 
wood; but they bought too much wood. And, of course, that slowed 
us down. 

Now they shut those new buyers off, and the thing is getting back 
to normal again. But there was just too much wood. 

Mr. Exxrorr. Do your folks use chain saws to cut that wood? 

Mr. Marsuatx. All of them, yes. 

Mr. Exxtorr. All of them ? 

Mr. Marsnat. Yes. 

Mr. Exasorr. That is all. 

Mr. Kerrier. Mr. Metcalf? 
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Mr. Mercatr. No questions. 

Mr. Ketiey. Mr. Bowler? 

Mr. Bowter. No questions. 

Mr. Ketizy. Mr. Roosevelt? 

Mr. Roosevett. No questions. 

Mr. Ketter. Mr. McConnell ? 

Mr. McConne i. No questions. 

Mr. Ketrtey. Mr. Smith? 

Mr. Smrrn. No questions. 

Mr. Keizer. Mr. Rhodes? 

Mr. Ruopes. Just one question, Mr. Chairman. 

How do you pay your men, sir? I notice you are talking about a 
piece rate. 

Mr. Marsuauu. By the cord. 

I pay one man. Fe signs a contract to produce the wood and put 
it on the car in Reynoldsville at a certain price, which is $13. And 
then he, in turn, pays his men so much per cord. But it averages out 
6, 6 and 1. 

Mr. Ruopes. If you were determined to be a woods employer 
would you then have to pay by the hour? 

Mr. Marsnatw. I imagine, yes. 

Mr. Ruopes. Actually the Fair Labor Standards Act does not 
apply to your operation at this time. But it is your point that you 
would still have to compete in the labor market, and, because of the 
fact that you have to pay those wages because others do, that you 
might be hurt. Is that correct ? 

Mr. Marsuatyu. That is correct. 

Mr. Ruopes. Thank you. 

Mr. Ketiry. Mr. Wainwright? 

Mr. Warnwricut. No questions. 

Mr. Ketzey. Mr. Frelinghuysen ? 

Mr. Frevtincuvuysen. No questions. 

Mr. Ketzxey. Mr. Coon. 

Mr. Coon. No questions. 

Mr. Ketxiey. Thank you very much, Mr. Marshall. 

Mr. Marsnati. Thank you, Mr. Chairman. 

Mr. Kerany. Is Mr. Carlson here? 

Take your place at the witness table, please, and identify yourself 
for the reporter. 


STATEMENT OF JOSEPH CARLSON, IRON RIVER, MICH. 


Mr. Cartson. My name is Joe Carlson. I live in Iron River, Mich. 
For many years I have been a dealer in pulpwood and other forest 
products. For more than 40 years I have been in the logging business 
as an independent small-business man. The big; camp I ever ran 
had about 200 men. That was before we had the factory-type Fair 
Labor Standards Act applied to woods work. 

Now I am here ve, | to point out that an increase in the minimum 

a 


wage feature of this law 1s going to have some harmful effects on 
the poorest and most needed woods workers in the Lake States. I 
see this now even though I have no employees but buy pulpwood 
and other forest products from close to 40 producers. Most of them 
employ this class of worker that seem to be the forgotten men, con- 
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sisting of overaged, physically handicapped, and others who are 
naturally inefficient or naturally lazy. 

Since most pulpwood in the Lake States is cut on a piece-rate 
basis, these men, and only this group, may not be able to earn the 
minimum wage if you increase it at all. An increase in the minimum 
wage can only result in their being laid off and eventually winding 
up on the relief rolls. 

Here is the only group of woods workers in the Lake States that 
would be directly affected by an increase in the minimum wage, 
and it will put them out of work and on relief. There is no point to 
this. . 

I could go on and tell you that I have a low regard for minimum 
wage legislation in general, but the most convincing evidence is found 
in the wages of the woods workers themselves. Statistics put out by 
the workmen's compensation division of the State of Michigan shows 
that they average better than $1.50 per hour. Some of these work- 
ers may earn less than 90 cents or $1 per hour. So now Congress 
is considering raising the floor to protect them. It won’t work in the 
Lake States. You will hurt these men I’ve told you about, and they 
are the ones that the legislation is supposed to help. 

If Congress keeps bumping up the minimum wage it is going to 
keep up the inflationary spiral of rising wages and prices to the point 
that it will hurt us in the Lake States and the Nation. In the Lake 
States I know that anything the Federal Government does to increase 
the minimum wage will hurt the neediest woods workers the most. 

Mr. Kettry. Mr. Elliott, do you have any questions ? 

Mr. Exxiorr. No questions. 

Mr. Ketter. Mr. Metcalf? 

Mr. MercarF. No questions. 

Mr. Ketter. Mr. Bowler? 

Mr. Bowter. No questions. 

Mr. Ketiey. Mr. Roosevelt ? 

Mr. Roosrverr. No questions. 

Mr. Ketter. Mr. McConnell? 

Mr. McConnetu. No questions. 

Mr. Ketter. Mr. Smith? 

Mr. Smtr. No questions. 

Mr. Ketiey. Mr. Rhodes? 

Mr. Ruopes. No questions. 

Mr. Ketiey. Mr. Wainwright? 

Mr. Watnwricut. No questions. 

Mr. Ketiey. Mr. Frelinghuysen ? 

Mr. Frevincuvysen. No questions. 

Mr. Ketiey. Mr. Coon? 

Mr. Coon. No questions. 

Mr. Ketter. Mr. Bailey / 

Mr. Battery. No questions. 

Mr. Ketter. Thank you very much, Mr. Carlson. 

Mr. Cartson. Thank you. 

Mr. Ketiey. Mr. Canfield is the next witness. 

bi may proceed, Mr. Canfield, identify yourself, please, for the 
record. 
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STATEMENT OF R. E. CANFIELD, NEW YORK, N. Y., ON BEHALF 
OF THE AMERICAN PULPWOOD ASSOCIATION 


Mr. Canrietp. My name is Robert E. Canfield. My address is 122 
East 42d Street, New York. I am appearing here on behalf of the 
American Pulpwood Association, whose address is 220 East 42nd 
Street, New York. 

Yesterday you listened to Mr. Frye, from Maine, and Mr. Weathers, 
from Georgia. They were talking about the pulpwood operations as 
they saw them. They were perhaps not listened to too sharply because 
they were sort of squeezed in in the middle of the economics debate 
with Mr. Tichy. 

This morning Mr. Wilcox, from Mississippi; Mr. Marshall, from 
Pennsylvania ; and Mr. Carlson, from Michigan talked about the pulp- 
wood operations in their localities. Mr. Smith, from Alabama, was 
scheduled to be here, but had to go home due to personal troubles and 
difficulties. We would like very much to have his statement recorded 
in the record. 

Mr. Ketiey. You mean Mr. Smith’s statement ? 

Mr. Canrretp. Yes. 

Mr. Ketter. Without objection, it will be inserted in the record. 

(The statement referred to follows :) 


STATEMENT oF T. C. SmirH, BANKSTON, ALA. 


Gentlemen, my name is T. C. Smith, Jr. I operate a small pulpwood business 
in Fayette County, Ala. My business is that of a pulpwood dealer: buying 
pulpwood from farmers and small independent producers and reselling it to 
papermills. In addition, I sell a small amount of pulpwood which is cut and 
hauled to the mills by my own crew. My business is carried on in several north 
Alabama counties, namely, Fayette, Tuscaloosa, Walker, and Cullman. This 
area is made up of small farmers, coal miners, and small independent timber 
operators who sell their pulpwood to me or some other pulpwood dealer, their 
sawlogs to one of the numerous small sawmills in the area, and their mine 
props or railroad ties to one of the mines or railroads. 

I am here today due to the pending bills to amend the Fair Labor Standards 
Act, inasmuch as they not only vitally affect me as a pulpwood dealer, but 
jeopardize my existence as a small-business man. 

It is my understanding that there are four major changes before this committee 
to amend the Fair Labor Standards Act: (1) To abolish the exemption presently 
afforded small forestry activity, commonly called 12-man exemption; (2) to 
abolish the seasonal exemption; (3) to redefine the word “employee”; (4) to 
raise the minimum wage. 

While all of these proposed changes would vitally affect the pulpwood business 
I shall limit my testimony to the minimum wage in accordance with your wishes. 

Any increase whatever of the minimum wage will be a severe blow to the 
economy of many small pulpwood producers, farmers, and public workers 
throughout the South, and in my section a large number of coal miners who 
supplement their income and actually earn a part of their livelihood by part- 
time pulpwood production or other forest industries work. These people con- 
stitute the marginal group that will be most affected by any increase. If they 
go out of business, so will I. 

Take the economic situation of the farmer for example. The small farmer 
in the South has an exceptionally low agricultural income. When he starts 
making plans around the first of the year to make a crop, he goes to either 
some bank or supply merchant and either borrows funds with which to buy 
seed, feed, fertilizer, and other necessary supplies and implements, or he makes 
arrangements with the supply merchant to furnish him with these necessities. 
Whether he gets help from the banker or the supply merchant, such help, due 
to the uncertainties and vicissitudes of farming is held by the banker or 
supply merchant, to an absolute minimum, necessary to carry him from the time 
the crop is started, until it is “laid by.” He does not, or cannot borrow money 
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to run him until his crop is harvested and sold. He, by mortgaging the crop 
he expects to make, possibly borrows enough to run him until laying-by time. 
When his crop is laid by, the farmer is, like his mules, turned out to graze. 
In other words, he is on his own. 

I have just said that the small farmer’s financing is meager at best. The 
average small farmer, being by nature an optimist, and the average banker, or 
supply merchant, being by nature a pessimist, insofar as agricultural loans are 
made, no funds are available for emergencies such as extra chopping, extra 
fertilizer, for side-dressing, or insect control. In our section, such funds are, 
more often than not, obtained by the farmer by harvesting the pulpwood from 
his farm woodlot, or by working on a temporary basis for some pulpwood 
producer, or small timber operator. The farmer, during crop season, does not 
harvest his pulpwood or sawlogs if weather conditions are such that he can 
work his crop, but during a wet spell. On such occasions it is not unusual, 
but the practice is for him to hire several hands to help him. 

If the minimum wage is increased, the prevailing wage rate in my locality 
undoubtedly will be forced up correspondingly. If this occurs, these marginal 
producers cannot hire the extra hands and will accordingly be deprived of this 
important source of additional income, and this particular pulpwood will not 
be produced for me or any other dealer. This means that I lose, the farmer 
loses, and the whole community suffers as a result. 

Now let’s take the economic situation of the coal miner in my section. As most 
of you know, the coal industry in Walker and Cullman Counties, Ala., has been, 
and still is, a sick industry. The mines have either been shut down completely, 
or operating on a 2- to 3-day-per-week basis. As destitute as most of these 
miners have been, they would have been more so, had they not, in many in- 
stances, been able to supplement their income by finding work with some 
pulpwood producer, or small timber operator. 

An increase in the minimum wage will be as severe a blow to these coal miners 
as it would be to the farmers I have described. 

An increase in the minimum wage will admittedly affect my section of the 
country as much or more than any other. I know that it is not in the best 
interests of the people in my locality to increase it. Certainly our own Congress- 
men, having the welfare of their constituents in mind, realize this, for they 
have not introduced any bills for an increase. My purpose here has been to 
try to familiarize you with the problems of people in my part of the country 
so that you might realize the dire consequences to us of increasing the 
minimum. 

Thank you for permitting me to appear here. I hope that you will consider 
this statement when you prepare whatever recommendation you may make on 
this most important matter. 


Mr. CanFietD. What I want to do is try to fill in the picture that 
was started by these six men who were talking about the pulpwood 
business as they individually could see it, and who described to you 
the overall business and the problems that face it. 

The pulpwood industry, as we consider it, operates all over the 
United States except on the west coast. The west-coast operations, 
due to big timber, are an entirely different deal. That is a mechanized, 
industrial operation where pulpwood production in New England 
and in the Lake States and in the Appalachian States and Southeast 
and Southwest, as all of these witnesses have told you, have much in 
common. 

The American Pulpwood Association is unique in its membership, 
in that, instead of being composed of persons having the same eco- 
nomic interest as is usual in trade associations, such as sellers or buyers, 
it is made up of both sellers and buyers as well as both producers 
and consumers of pewrrece. They have, however, one paramount 
common concern, which is the cultivation and harvesting of optimum 
quantities of pulpwood by the most efficient practical means. 

The consumers of pulpwood are the pulp or combined pulp and 
paper mills who must have always an ample and perpetual supply of 
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this basic raw material. To a minor extent these mills are also pro- 
ducers, but the vast preponderance of the wood they use is grown 
or harvested, or both, by many thousands of independent enterprises, 
mostly very small, which take the wood from lands owned or leased 
or lands upon which they have acquired only the timber rights, 

To describe the pulpwood business as an industry is really as absurd 
as so to describe fs ram farming, but I shall do so for sake of 
convenience. It is comprised of the people who cut growing trees 
in the woodlands, trim off the branches, cut the remaining logs into 
suitable lengths, with or without the bark, pile the cut Sticks into 
cords or pens for measurement, and finally transport to finished prod- 
uct to the place of delivery specified by the mill. At that point, what 
is finished product to the pulpwood industry becomes raw material 
to the paper and pulp industry. 

The pulpwood industry is opposed to any increase in the minimum 
wage. ‘There are 2 reasons for this opposition, 1 general and 1 spe- 
cific and neither one of them has anything to do with a desire to pay 
low wages. The two reasons are these: 

1. An arbitrary increase in minimum wages is inflationary. 

2. In the pulpwood industry increase in the minimum wage will 
have results which we are certain you have no intention of creating. 
This is due to the very nature of the industry which has virtually 
nothing in common with usual factory or industrial operations. 

In order to understand our specific problems which would be created 
by increased minimum wages it is essential that you understand the 
peculiar nature of our business. The chairman, I gather, does. Maybe 
some of the other people here do not. 

From what I have said, you will recognize the fact that this industry 
operates entirely out of doors, in remote and rural regions, and not 
in a factory or under factory conditions. As a result, the character 
of the work and of the workers and the basis of compensation of the 
workers is quite different from that found in any conventional indus- 
trial activity. To make this clear, it may help to look at some pictures 
of our operations as actually carried on. Let me, therefore, start 
at the beginning with the standing trees. 

This first picture illustrates a typical forest area from which wood 
is to be taken. This entire area, if you please, is the factory or plant. 

That is what our place of work looks like. It is the place where 
the vast bulk of pulpwood workers must perform their daily jobs. 

This tract may be owned or leased by or cutting rights thereon 
granted to one or more pulpwood producers. You will note from 
the picture that the area is remote and extends over many square 
miles of thickly grown woodland. 

The bulk of the supply of pulpwood comes from many thousands 
of small wooded areas such as this one of a few acres up to a few 
hundred acres owned mainly by farmers or small operators. But the 
location and the method of handling these small tracts is essentially 
the same as in the case of this larger area which I have shown you. 

Government data show that there are 4,222,000 individual woodland 
owners in the United States with an average holding of 60 acres. 
Pulpwood produced in the United States in a recent year came in the 
following proportions from these sources : 

Pulp and paper-company lands, 13.7 percent, which are generally 
large holdings; national forests, 3.1 percent; from State and other 
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local governmentally owned forests, 1.7 percent; from other sources, 
which include the 4-million-odd individual woodland owners, 81.5 
percent, 

The wood on this land is first cruised or surveyed to determine the 
probable volume of wood it will yield. The harvesting is done either 
by selective cutting or otherwise. When the cutting is selective the 
trees to be taken are marked as in this picture, leaving the others to 
grow for later cutting. The one there in the picture is marking trees 
to be cut. 

Incidentally, these pictures will jump back and forth from north 
to south. The problem is the same, Mr. Chairman, even north of the 
elevated lines as it is south. 

Mr. Keuiey. This one must be in the north. I see snow there. 

Mr. Canrtevp. This is in the State of Maine, I believe. 

When the cutting is not selective, seed trees are left or seedlings are 
planted to regenerate the forest. In either case the objective is a 
perpetual supply. 

The actual work of harvesting is done in various ways. In a few 
cases it is done by crews under the supervision and direction of fore- 
men and timekeepers. In these instances the work is supervised, regu- 
lar hours are kept and recorded, and wages are paid at regular and 
overtime rates substantially as may be and is done in an ordinary large 
industrial or agricultural enterprise. But this is the exception rather 
than the rule, for this method of operation is neither economically 
feasible nor desirable on small scattered woodlands from which most 
pulpwood comes. 

The small operator subdivides his land into strips, to each of which 
there is assigned a single worker or a crew of 2 or 3. 

This picture shows a single worker, which is the most common 
practice. 

These men may live in a small camp such as this if the forest 
area in which they work is sufficiently remote, or they may live 
at home if the work is reasonably nearby. 

This picture might be labeled facetiously a picture of a workman 
driving through a factory gate. 

Wherever they live, they go into the woods at the start of the 
working day and return at its close or at whatever other time they 
may choose. ‘They are wholly unsupervised and keep no regular 
hours as on the larger and supervised jobs, although they actually 
produce more than two-thirds of all the pulpwood consumed each 
year. 

Let us see what they do during such time as they may choose to 
work. 

First, the trees must be felled. This picture shows how it is done. 
It is important to note here that the men shown are working quite 
alone and may be miles away from the nearest worker doing similar 
work. There is, of course, no supervision. It would be wholly 
impractical since it would involve a supervisor for every worker 
or, for each crew of 2 or 3 workers, an economically impossible 
burden. 

After the tree is down the top branches are lopped off, as shown 
in this picture, until all we have left is the trunk which provides 
the pulpwood bolts. If we are producing peeled wood, the bark is 
next removed from the log by hand, as shown here, by the same 
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men working under the same conditions. When the log is peeled, 
or if the wood is to be sold with the bark remaining, we are ready 
for the next step. . 

This consists of bucking or sawing the log into pieces of predeter- 
mined length. It is done by the same personnel in the manner shown 
in this picture, and, of course, on the spot and under the same 
conditions. 

The operation is completed by piling the cut wood into cords, as 
illustrated here, or into such other measures or units as may be 
stipulated in the contract of sale. The cord is ordinarily the standard 
unit in which wood is produced and sold. This is a typical picture 
in the North of corded stacks of pulpwood ready for market. 

After piling, the wood is adie. and is then transported to the 
point of delivery. 

Even transportation in this industry is not the same as in usual 
industrial operations. Trucks operate in the woods, as in this picture, 
under conditions which would probably cause the ordinary over- 
the-highway truckdriver to have a fit. Wood is sometimes hauled 
on sled trains over specially constructed ice roads, as shown in this 
photograph. 

In the Northeast pulpwood is sometimes delivered to mills by stream 
driving during the spring freshets when melting snow provides suffi- 
cient water to do the job. Can you visualize the usual urban factory 
worker engaged in this type of work? 

Delivery may be at a pulp mill or at a rail siding or a concentra- 
tion yard adjacent to railroad or major highway or at a barge landing. 
When the pulpwood is delivered at such point, the pulpwood industry 
is finished with its job. All of it outdoors, not in a factory, not in 
anything remotely resembling factory operations. 

Having completed our work, let us look for a moment at the workers 
who have performed it. 

Our chief concern in this so-called industry is with the wages to 
be paid to the workers in the typical operations which I have described 
and with the identity of the person who is legaliy obligated to pay 
them. 

These workers are either itinerant professional woodsmen or perma- 
nent inhabitants of the rural areas where live the farmers or pro- 
ducers who employ them. The latter category includes a great many 
part-time workers and others whose hours and amount of production 
are limited in various degrees because of age or other physical handi- 
caps. These people for time out of mind have been accustomed to 
depend upon employment in the production of pulpwood in small 
lots as a means of supplementing income or, in some cases, earning 
a livelihood. Their work is of the greatest importance to the small 
producers, for not only do they account, in the aggregate, for an 
enormous amount of production but they are also frequently the bulk 
of the labor available. They work when and as they can, or wish to. 
And without such work they would be wholly deprived of a tradi- 
tional occupation and overall production of wood would be very 
seriously curtailed. 

Compensation for this type of work has always been paid on a piece- 
work basis. This has been necessary because of the practical im- 
possibility in such enterprises of exercising supervision or keeping 
any accurate record of hours worked. 
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I think you will have no difficulty in understanding that problem 
after looking at the pictures of where the work is done. 

The custom has always been, and still is, to measure periodically 
the cords of wood cut and piled by each individual or small group, 
and to pay an established piece rate per cord. These rates always 
have been sufficiently high to assure any worker of average ability 
a wage at or, more frequently, in excess of the prevailing wages in the 
area. Under this practice it has been possible to employ and com- 
pensate part-time, aged and handicapped workers in return for limited 
hours and limited production. Such wages have been generally and 
consistently paid by small producers throughout the industry and 
have resulted in smooth operation and constant supply. 

Under the present exemptions these small producers have in gen- 
eral managed to live with the law although there have been difficulties 
at times with administrators who have, for purposes of simplification 
of administration, attempted to declare the small operators employees 
of the mills for whom they produced. This has been possible be- 
cause of the very loose definition of the term “employee” contained in 
the present act and which the Supreme Court has so interpreted as 
to determine the status on a basis of what has been called economic 
reality as distinguished from the well recognized common-law rules 
of master and servant. This weakness in statutory wording has al- 
ready been cured by appropriate legislation in the case of the labor- 
relations and social-security laws and a parallel amendment of the 
Fair Labor Standards Act is now pending here and in the Senate. 
Its importance to this industry and its relation to wages paid and to 
be paid, which is the subject of these hearings, will be made apparent 
later. 

Chairman Barven. Mr. Canfield, right at that point, you say there 
is an amendment here and ‘n the Senate. I am aware of it; I doubt 
very much if it will be handled this year. But the greatest problem 
confronting you there is the element of uncertainty. Your liability 
cannot be reasoned out; you must wait and see if the Administrator 
is going to do this or that. 

Mr. Canrietp. That certainly is correct. 

Chairman Barpen. And the buying mill, it puts them in a danger- 
ous position because they might go back for 2 or 3 years and determine 
something that at the present moment the actions of the Department 
would indicate was not going to be charged against the plants. 

So I just wanted to say to you that I am perfectly aware of the un- 
comfortable position that the buying mills are now in because they 
have no way of protecting themselves. They cannot keep the books; 
they must rely on what the seller tells them. And if that does not 
prove to be true, then it is just too bad. 

Mr. Canrrevp. Then they are hooked. 

Chairman Barpen. They are hooked. 

And certainly I remember when the law was being written I argued 
for that on the question of lumber. A big lumber mill could buy a 
thousand feet of lumber, and if that thousand feet of lumber was not 
produced under the wage and hour law and was commingled with a 
million feet on the yard, the whole million feet became hot goods when 
the mill itself had no way of protecting itself. 

I just wanted to let you know that the committee is well aware of the 
very problem you mention. 
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Mr. Canrre.p. One of the particular problems, Mr. Chairman, on 
that that fits exactly into your stated determination here, to consider 
only minimum wages and not coverage, is that, with the present defi- 
nition in the law, it is quite possible for the Administrator to extend 


coverage very substantially even though you don’t think you have 
changed coverage. 


Chairman Barpen. Yes. 

Mr. CanFieLp. If you really want to stick to your agreed approach 
here and have nothing to do with extending coverage and nothing to 
do with anything but wages you should adopt that new definition, or, 
rather, old definition, the common-law definition of “employee” to be 
sure that the administrator of the act does not frustrate your inten- 
tions. 

Chairman Barpen. Well, there is some merit in that, and how much 
danger there is in opening it I do not know. 

Mr. Canrrep. Neither dol. That is one of the things that bothers 
me. I ama lawyer. I think a reasonably competent one, and I am 
utterly incapable of advising any client who his employees are and 
which ones are not under this law as it now stands. 

Chairman Barpen. I can sympathize with the gentleman. As I 
said in the committee the other day, I thought at one time when I 
graduated from college that I knew what interstate commerce was. 
But I challenge any man to write a definition of that now. 

Mr. CanFrretp. You will not have an acceptance of the challenge 
from me. 

It is now proposed to raise the statutory minimum wage from 75 
cents an hour to a substantially higher figure. The present adminis- 
tration has recommended 90 cents. The Senate has voted $1. Various 
bills before you propose to go as high as $1.35. I think there is one in 
there that goes even further. 

The argument in favor of the various proposals is that a family of 
4 or 5 supported by a single worker cannot live decently at the present 
rate, and that a general increase, in addition to the humanitarian 
aspect, would serve as a stimulant to business and prosperity by in- 
creasing purchasing power. 

No one could seriously dispute the first premise, and I shall not 
attempt to do so. It is not disputing that premise, however, to point 
out that the statement imphes something which simply is not true, that 
each employed worker must support 4 or 5 persons. If this were so, our 
employed so of more than 60 million people would be supporting 
between 250 and 300 million persons. Since the total population of the 
country is nearly 100 million less than even the lower of these figures, 
the fallacy is apparent. 

The second premise is open to very serious doubt, although those 
who question it are frequently denounced as reactionaries and enemies 
of progress. Nevertheless, even at the risk of such an indictment, I 
would like to point out to you what we regard as the grave dangers of 
the present proposals. 

Our overall objection to an increase in any compulsory minimum 
wage is that it is unquestionably inflationary. This seems so per- 
fectly evident that it 1s difficult to understand why some so persist- 
ently deny it. Certainly the cost of production is the very first element. 
which determines the ultimate cost to the consumer. Equally plain 
is the fact that the minute wages go up, so does the cost of production. 
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Subsequent increase in productivity may reduce this cost increase, but 
at the time any wage increase is made production costs immediately 
«0 up in exact proportion to the wage increase. 

~ Here it will be said, no doubt, that the very small increase in cost of 
production represented by raising the wage level of the lowest paid 
marginal workers is no answer whatever to the urgent necessity of 
giving every American a decent living. That argument, at first flush, 
seems reasonable, and, of course, it has an enormous popular appeal. 
The difficulty with it is, as most of its proponents very well know, but 
are reluctant to mention, that it does not present the full picture 
because it ignores the one factor most calculated to produce undesirable 
results. 

If we accept—although many do not—the validity of the compulsory 
minimum-wage theory as opposed to a free labor market, it is quite 
evident that such a wage is designed to help and protect the man at 
the very bottom of the industrial ladder. it he were the only one we 
had to consider I would not be talking to you today. The fact is, 
however, that he is not. For in building or rebuilding any ladder it 
is manifestly impossible to deal only with the bottom rung and ignore 
the others. 

I do not think that anyone will dispute the statement that job differ- 
entials now exist, have always existed, and will continue to exist in 
every industry or trade. Each such differential represents a rung 
in your ladder, and each commands a higher level of. wages as you 
climb. 

Concededly, the man at the bottom of the ladder may, and doubt- 
less does in these times of steadily increasing costs and prices, have 
ereat difficulty in maintaining his family decently. But if you yield 
to your naturally sympathetic desire to help him by forcing his 
employer to pay him what you consider to be the barest minimum 
adequate to his needs, you are putting upon the employer, who, after 
all, voluntarily supphes the job, the absolute necessity of making 
an immediate upward adjustment in every rung of the ladder above 
the bottom in order to preserve job differentials. If he does not do 
this he goes out of business because the people on the higher levels 
won't work without the differential, and then everybody is out of a 
job. If he does do it, he finds that, in addition to the sum added to his 
payrell by giving his lowest-paid workers 15 or 20 cents more an 
hour, he has assumed the further burden of giving corresponding 
increases to each successive rank above the bottom, representing hun- 
(reds or thousands of dollars in production costs each week. These 
costs he must, of course, get aah if he is to continue in business, 
wnd the only way to get them back is to include them in the selling 
price of what he produces. 

So, prices go up again all around and the recipient of the new 
minimum wage soon finds that it costs him more to live than it did 
when he was receiving the old rate of 75 cents. When his fempareny 
benefit is then extinguished he comes back to you and says that he 
must have more again in order to live. Again, you and I and every- 
one else sympathizes with his plight. So up goes the minimum wage 
again, up go the differentials, up go the prices and the whole process 
is se ad infinitum while the man you wanted and tried to help 
is in no better position than he was before in the barbarous days 
of the 75-cent rate. 
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In following the testimony at these hearings and at the hearings 
before the Senate subcommittee, I have been much impressed by 
the fact that any discussion of the operation of this elementary eco- 
nomic law which I have just described has either been avoided or 
held to a minimum by all of the earnest advocates of an increased 
minimum wage. Questions about differentials have been brushed 
off and a return made quickly to the more emotional aspects of the 
proposals. But these factors and the results which they must inevit- 
ably produce cannot be ignored or conveniently swept under the rug. 
They exist and they will continue to exist, and no arguments can 
minimize their importance. 

Let me give you a brief outline of what they may mean to the 
pulpwood industry. Let us take, first, the case of the medium or 
large operator who maintains a woods camp of some size. 

The wages paid today in these camps are, as far as we can ascertain, 
good and typically well in excess of 75 cents an hour. In many they 
undoubtedly equal or exceed $1 hourly. But, as in all other indus- 
tries, there is always a man who ranks lowest in the hierarchy of 
employment. 

In a camp of this kind the employees are usually divided into three 
classes for purposes of compensation. The first group consists of the 
men who actually cut the wood. These men typically are paid on a 
piece-rate basis for the reasons previously stated. The piece rates paid 
are sufficient to-assure any qualified worker at least the minimum of 75 
cents, and a skilled man well over a dollar an hour, depending on dili- 
gence and ability. 

The second group includes the employees who are paid at hourly 
rates. These are the people who work under direct supervision and 
control somewhat as in factories. They include clerks, blacksmiths, 
maintenance men, road builders, and the like. Differentials, of course, 
exist in this group. 

The third group is composed of employees who are paid to do a 
particular job. Getting the job done, rather than the hours worked, is 
the controlling factor in determining their rates of pay. Among these 
are the cooks and their assistants. And those assistants are the bottom 
in the heirarchy. 

To illustrate the weird results sometimes produced in this industry 
by a compulsory minimum wage and what can happen if such a wage 
were increased, let us take the case of the cook’s assistant employed in 
some of these camps. 

This man is called the bull cook or cookee. His job is primarily the 
unromantie work of washing dishes and cleaning up. He also keeps 
the fires going, peels potatoes, and does other odd jobs as the cook may 
direct. 

The cookee goes to work before breakfast and auits after supper. 
That seems a hard schedule of hours, but, as can readily be understood, 
they are not all devoted to work. The cookee is busy at mealtimes and 
does some of his odd jobs in between, but he has a substantial amount 
of time to himself each day. The amount of this leisure time is indefi- 
nite and will vary with the individual, but is nevertheless consider- 
able and, of course, represents no service to the employer. Neverthe- 
less, the Wage and Hour Division, under the present law, has pro- 
nounced that he is legally at work during 12 hours of each day of a 7- 
day week and must be paid accordingly. This, of course, includes his 
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leisure time and results in a working week of 84 hours, 44 of which are 
overtime and must be compensated accordingly. His minimum pay at 
the present rate is, therefore, $79.50 per on which I hope anyone 
will concede is high pay for the sort of work he does. 

If we raise the present minimum to 90 cents, this man will be entitled 
to receive a minimum weekly compensation of $95.40. If the rate 
goes to $1 he will have to be paid $106, If it is raised to $1.25 he will 
receive $132.50 per week, and if we go the whole hog and run the rate 
to $1.35 or more, his weekly paycheck must never be less than $143.10. 
And if we have to pay a dishwasher $100 a week or more, what will the 
cook, his boss, demand, and what will be asked by skilled or super- 
visory workers ? 

Can anyone question for a moment that such an increase will force a 
similar rise in the entire payroll of the camp ? 

Here someone may inquire why the operator does not employ more 
men so as to avoid the expensive overtime. 

The answer to that lies in the peculiarities of the business. 

You cannot operate shifts in an isolated woods camp, and, even 
if you tried to, you could not recruit the men needed. No one is in- 
terested in going into the woods on a 40-hour week basis. _Opportuni- 
ties for recreation are necessarily limited in scope. What would a 
worker do with his spare time? It is sometimes possible in very large 
camps to employ extra cookees so that the work can be staggered some- 
what and overtime pay reduced somewhat. The most that has been 
achieved by this method—and it is far more than can usually be ac- 
complished—is to reduce the average workweek of a cookee to the 
point where his minimum pay would be $82 per week at $1 per hour, 
$102.50 at $1.25, and $110.75 at $1.35 per hour. This obviously is 
no answer to the overall problem. 

Coming now to the small operator, we find that he has peculiar 
problems of his own. He gets his help. from the neighborhood. 
Some of his employees are elderly or handicapped persons who can 
only work part time. All of the others work full or part time as they 
please. The pay is at piece rates and is commensurate with produc- 
tion. If minimum rates per hour go up, the piece rate will have to 
be increased if those canekia of earning only 75 cents per hour are to 
retain their jobs. This, of course, automatically increases the cost 
of all wood produced by all workers. 

Wood requirements of the mills are heavy and constantly increasing. 
Production, therefore, is of paramount importance. The small oper- 
ator is unlikely to have financial reserves to meet the strain of a sud- 
denly greatly increased payroll, yet he must continue to produce if he 
is to survive. But if the small producer cannot meet this new bur- 
den, to whom is he to turn if he is to continue? 

Obviously his prices must go up, but there is an interval before he 
‘an realize on his increased prices and that interval may be fatal. 
He has no line of credit at the bank, as a rule, for his business normal- 
ly is largely on a cash basis. Therefore, he must call for help from 
his customers—pulpwood dealers or pulp mills. These may be quite 
willing to assist him, but, if they do make advances and seek in some 
way to safeguard themselves, there is the ever-present danger that 
some administrator of the act may decide that the producer and his 
employees are the employees of the dealer or the mill, simply by apply- 
ing the loose doctrine of economic reality to the equally loose defin- 
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tion of employee found in the act. If this can be made to stick— 
and only protracted and expensive litigation can preclude the ad- 
ministrator from making it stick—the producer is through, and the 
dealers or mills, much to their amazement, will find themselves in the 
pulpwood producing business instead of being buyers. 

If and when this happens the result is easy enough to. predict. 
Large-scale operations on small, scattered woodlots have been found, 
by experience, to be utterly uneconomical. With the small operator 
who gave the personal attention necessary to operate small tracts out 
of the picture, production of pulpwood will be necessarily concentrated 
in larger areas. Not only will the small operator be out of business, 
but the men he employed will be out of jobs. They will not be em- 
ployed by the mill because the lands to be cut will be remote from 
the places where they live and from the small local stands from 
which they have cut wood and upon which they have depended for 
many years will simply not be harvested. 

The same result will follow ifthe small tree farmer or producer 
somehow stays in business but is forced by costs to price his wood so 
high that the mills can procure it more cheaply elsewhere. 

Needless to say, the very first to suffer, in either case, will be the 
aged and the handicapped to whom this work has been of such benefit 
for so long. At present rates, these workers are able to produce a 
‘sufficient quantity of wood to bring their pay up to the required mini- 
mum per hour. They cannot, because of physical limitation, increase 
their production. They would have to be paid more per cord if the 
minimum wage is increased. But full-time regular workers do not 
need an increased rate per cord. They already make more than the 
proposed minimum. Inevitably, then, the production of those who 
will require a higher rate per cord will cost more and will price itself 
out of the market. This means loss of jobs and going on relief. 
Maybe this is of no moment to the protagonists of the proposals before 
you, but it seems serious enough to us. 

It has often been said that you cannot legislate prosperity. You 
can, of course, command by law that anyone subject to this act must 
pay to each of his employees such an amount as you, in your judgment, 
may consider adequate to support a family in decent conditions. No- 
body would or could quarrel with your purpose, although many might 
differ with you on the means to your end. But you cannot legally 
compel one man to hire another if he cannot or does not choose to do 
so. And if the employer cannot or will not employ, it makes not one 
particle of difference what you or I or anyone else may regard as a 
decent living wage for anyone. The simple fact is that the man you 
want to help will get nothing at all because he cannot or will not be 
employed. This may be unfortunate and may outrage a large number 
of very well-meaning people, but it is undeniably so. 

There are those, including Members of Congress, some of whom 
have testified before this committee, who sincerely believe that the 
evils of low wages can be cured by law and that the most effective way 
to avoid a depression, which they seem to fear next to a new war, is 
to pay everybody more and more money, either voluntarily or willy- 
nilly. When anyone falls behind in income, let the Government com- 
mand that he be made whole and the problem is easily and pleasantly 
solved. 
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Perhaps they are right. But if they should, perchance, be wrong 
and if the omens of runaway inflation foretell an economic collapse 
or even a sizable recession, which they themselves foresee and so dread, 
| would ask you to picture for yourselves the results in terms of unem- 
ployment which an artificially high statutory minimum wage would 
bring about. 

In these hearings,it has been assumed by some witnesses that an 
increase to $1.25 is justified for three reasons: 

1. Cost of living has gone up 14 percent since the 75-cent level was 
established. 

2. Productivity has increased in the same period by an average of 
314 percent per year, or a total of 20 percent. 

3. Continual improvement in the standard of living is normal in 
the United States. 

I shall assume, for the sake of argument, that these statements are 
correct. Compensation for the increase in cost of living would re- 
quire an increase in the minimum wage from 75 cents to 8514 cents per 
hour. Assuming that labor should get the entire benefit of productiv- 
ity increases (which is a very large assumption), the minimum should 
be raised another 15 cents, making a total of $1.005 per hour. This 
is the source of the Senate figure of $1 per hour. The remaining 
25 cents is apparently picked out of the air as a convenient unit by 
which living standards should be raised. 

A raise to 8514 cents to offset the rise in the cost of living would be 
merely bringing the lowest level of pay up to offset prior inflation. 
If it could be done without raising wages other than the minimum we 
might be able to get away without further inflation, but that is mani- 
festly impossible and a blanket increase, even in this amount, merely 
starts another degree of inflation which would have to be offset later 
by additional increases in wages. 

That 15-cent increase for presumed productivity increases is war- 
ranted, if at all, only where productivity increases have in fact oc- 
curred and have not been compensated for. In the pulpwood industry 
productivity increases have been compensated for. The basic element 
of pay in this industry is a piece rate—so many dollars per cord. If 
a man produces more cords, he gets more pay. In other words, 
nee productivity is automatically and exactly compensated for 
unless the piece rates are reduced as productivity increases. The piece 
rates in the pulpwood industry have not been reduced in any such 
manner. Increase of all wage rates on the basis of an average increase 
in productivity merely means unwarranted increased costs in those in- 
stances where productivity has, in fact, not increased by the amount 
used as an average. 

The effort to increase standard of living by an arbitrary addition 
to minimum wages is futile. Actual standards of living for all per- 
sons cannot, be increased arbitrarily: It can be increased arbitrarily 
only for some selected persons at the expense of others. Increase in 
standard of living for all flows only from production of more things 
people want at costs which permit people to buy more. In essence, this 
requires that increased productivity be not offset by increased costs. 
Both producer, labor, if you please, and buyer must share. An arbi- 
trary increase in wages will give the person who gets it an increased 
standard of living only if others do not get the same treatment. If 
everyone gets an arbitrary raise, costs also rise proportionately and no 
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one benefits. That 25 cents picked out of the air is an arbitrary figure 
to be given to a selected few. It won’t increase the standard of living 
of America—merely that of some Americans, and, because there are 
so many of them, it will actually give each of them virtually nothing. 
It will, in large part, only increase everyone’s cost of living, and that 
is inflation. 

Because of these inflationary tendencies and because of their certain 
effect upon this industry, it 1s our belief that no increase whatever 
should be made in the minimum wage as now fixed by statute. If you 
feel that some increase must now be made regardless of inflationary 
effects—which I certainly hope you do not—we urge that it does not 
exceed the 90 cents recommended by the President and the Secretary of 
Labor. That figure will somewhat more than offset the increase in the 
cost of living which has occurred since the 75-cent minimum was estab- 
lished. To go beyond that figure is to go squarely into the realm of trv- 
ing arbitrarily to increase standards of living. It cannot be done. To 
attempt to do so inevitably means inflation, with harm to many and 
benefit. to none, unless the attempt is to raise living standards for a 
favored few. I do not believe that the Congress of the United States, 
elected as representatives of all the people, will imperil the economy of 
the entire Nation for the benefit of a selected few. 

Chairman Barpen. Does that conclude your statement ? 

Mr. Canrrevp. Yes, sir. 

Chairman Barpen. Mr. Elliott? 

Mr. Ex.iorr. No questions. 

Chairman Barpen. Mr. Udall? 

Mr. Upatr. I had one comment I wanted to make. 

It seems to me, listening to your presentation and some of the other 
presentations that have been made, that some of these people make out 
a pretty good case because of unique conditions in industry for 
exemption under the law. And I hope next year, if we get around 
to considering extension of coverage, that we also consider at the 
same time exemption of coverage because there are many industries 
that I feel should be covered now. And, after hearing testimony 
such as this, there are some industries that make out a good case for 
not. being covered. 

I hope next year, if we do consider extension of coverage, we look 
both ways on it, and I hope that you come back and make a presenta- 
tion like this to us because I think you have made quite a good case 
here for exemption from coverage. 

I just wanted to make that comment. 

Mr. Canrtevp. I will assure you sir, that when you are considering 
coverage we will be back in force. 

Mr. Exxiorr. You are exempt now; are you not? 

Mr. Canrtexp. No; only in part. The industry has several exemp- 
tions which various bills in the hopper would remove from us. An 
operator in the woods who employs 12 or fewer persons is exempt. 
If he has 13 he is just like General Motors. Why the distinction the 
Lord only knows. 

Then there are three partial exemptions. The act provides that 
there may be seasonal exemptions where the administrator finds that 
an industry, by its very nature, is seasonal. These seasonal exemp- 
tions apply only in the north or northeast predominantly. One is for 
sap peeling, so-called, which is the removal of the bark from the trees 
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while the sap is running in the trees. It can only be done during that 
period which runs from 10, 12, to 14 weeks, depending on season and 
species of tree. 

Another seasonal exemption covers ice-road hauling such as in that 
picture I showed you where permanent roads do not exist, and the 
only way you can get a hard surface is by freezing up bulldozed-out 
areas and permitting hauling only when the weather keeps the roads 
hard. 

Mr. Ex.iorr, That is also a Northeastern exemption ¢ 

Mr. Canrrevp. That is also in New England primarily and the 
Lake States. 

Then there is also the seasonal exemption on stream driving of 
wood, which obviously can be done only during the spring freshets. 

Those seasonal exemptions are only partial. They are exemptions 
from the overtime provisions of the act up to 54 hours per week for a 
period not in excess of 14 weeks. 

Mr. Exxrorr. Do you have any crews in the business that are larger 
than 12? 

Mr. Canrtetp. Oh, yes. The camp operations I was discussing in 
here characteristically are larger than that. They are few in the 
South. The terrain and the exigencies of the business do not require 
large-scale operations as they do sometimes in the Lake States and, 
to a greater extent, in New England. 

There are quite a few operations that are larger than 12 men, 
although the bulk of the pulpwood would be produced under the 
12-man exemption. 

Mr. Ex.iorr. Facetiously, I might say that the picture you showed 
us should have had more than two houses, should it not ? 

Mr. Canrtetp. No. I was talking about small camps. I was not 
trying to show the big camp operation, the industrialized operation. 
I will bring you some pictures of that next time. It is interesting. 
But it does not fit into this problem, seriously. 

Chairman Barpen. Mr. Bowler? 

Mr. Bower. No questions. 

Chairman Barpren. Mr. Roosevelt ? 

Mr. Roosrvetr. I was interested in a couple of points you made. 
I think you said that the person most affected by the increased mini- 
mum wage, if it were adopted, would be such people as the cookee. 

Mr. Canrietp. No. I was using him as an example of the screwball 
results that come in applying an arbitrary thing aimed at factory 
employment to a curious situation such as a wood operation is. 

Mr. Roosrveir. Then you justified the fact that you were getting 
proper compensation for productivity on the basis that that was the 
standard used mostly throughout the industry. But obviously the 
cookee is a fellow who cannot qualify. 

Mr. Canrietp. He does not qualify under productivity. You are 
putting two different parts of it together. 

I am sorry if they are juxtaposed to the point where it seems as 
thongh I overlapped them. 

As to the cookee, of course, if there were no Wage and Hour Act, 
what happens is he is hired by the week. He has got a job that has 
got to be done. The Wage and Hour Act comes in says, “O. K., you 
pay him by the week, but it has got to work out to 75 cents an hour 
plus time and a half for this 44 hours that we arbitrarily assume he 
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is at work because he is there on the premises,” which forces the mini- 
mum wage up to a ridiculously high level. 

Mr. Roosevetr. I would 100 percent agree with that. 

Mr. Canrtrip. You wouldn’t agree that $100 a week is ridiculous? 
To hire a dishwasher at? 

Mr. Roosreverr. Yes; I would agree with you. And I would think 
that, rather than destroying the validity of a minimum wage, it would 
illustrate perhaps the lack of properly regulated legislation which 
created that kind of a silly condition. 

Mr. Canrre_p. That I could agree with you on. We have been 
arguing ever since the law went into effect with a series of administra- 
tors trying to get them to be realistic about it, but they won’t. That 
is what we are faced with. 

Mr. Roosrvett. In my book it is up to us to find ways of legislating 
so that impractical administrators will not get away with it. 

Mr. Canrtevp. If you insist on having a Wage anud Hour Act, 
I would love to sit down and work with you on that problem because 
we have to get. it fixed somehow. 

Mr. Roosrvetr. I am afraid I msist on it. So I will not have a 
chance to sit down with you. 

The other thing that interested me a litle bit in here was on the 
increased cost of living. If it is 14 percent how do you get 8514? 

Mr. Canrievp. Fourteen percent of 75, I believe, is 10.5, is it not? 

Mr. Roosevert. I don’t know; maybe it is. Maybe my mathematics 
are just wrong this morning. I would not doubt it. 

Mr. CanrreLp. Maybe mine are, too. I thought that was right. 

Mr. Roosrverr. It maybe. I think it isa little low. 

Mr. Canrtetp. I know that Senator Douglas came up with a some- 
what higher aggregate figure, and I know how he did that. 

Mr. Roosrvett. He came up with 88 or 89. 

Mr. Canrrecp. He came up with a total on this thing of $1.015 or 
$1.025. That was the result of applying the productivity percentage 
after you had applied the cost-of-living adjustment; in other words, 
pyramiding the percentages. 

I won’t say it was deliberate, but I chose to not pyramid them. The 
end result was that I came out where I only have to compromise a half 
cent. And he would be real gracious to take off 214 cents to get to a 
dollar even. 

Mr. Roosevetr. I want to agree with my colleague Mr. Udall, that 
I think that you have made a case here for a very important revision 
in the way the Fair Labor Standards Act is written. And I would 
hope we might get to it. But Iam a little disturbed that you and 
others use the kind of philosophy that you use on page 15 where you, 
in essence, say that we should not ever legislate in the field of employer 
and employee relationships because, after all, we cannot force anybody 
to hire anybody. 

Now that is, of course, basically true: we cannot and we should 
not. But we have also found that sometimes it takes legislation to 

get the consciences of people working to the degree where they do the 
fair and reasonable thing. And they still don’t go out of business. 

Mr. Canrietp. No. 

Mr. Roosrvett. As long as we don’t destroy 

Mr. Canrievp. You will note no claim of anybody going out of 
business. 
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There is considerable claim in here of people getting out of jobs. 

Mr. Roosrveir. Yes. 

But you build your case basically on the premise that we cannot 
tell people what to do because it is their right to hire or fire as they 
want to. And I personally would feel more strongly about it if we 
could attack the problem a little differently. We should recognize 
that there are such people as—if we did not protect them, for in- 
stance—as the cookee. 

Mr. Canrtetp. What I am thinking of there, sir, is not that broad 
a situation. What I am talking about, and what I thought was clear, 
but perhaps I have been fuzzy on in my statement, was that it is the 
marginal employee who gets pushed out by arbitrary increases in 
wages. The full-time able-bodied, healthy young fellows are earn- 
ing plenty under the present piece rates. They are not going to be 
affected by any minimum you people are apt to put in. 

Mr. Rooseveit. Of course, the handicapped are excluded. I think 
you should not have included that. 

Mr. Canrieip. No, they are not. 

Mr. Roosrveur. They are specifically excluded by the act. Maybe 
the adminstrator has not administered it properly. 

Mr. Canriecp. May I say this, that it is possible in a factory opera- 
tion where you have got a personnel director and staff, and doctors 
and, everything else, to go through the complicated rigmarole and 
redtape that is necessary to establish a lower rate for the individual 
handicapped worker. It is utterly impractical in this case where 
you are hiring people who, for instance, are not physically handi- 
capped but-are just old. They do not want to work as hard, or can- 
not, as the case may be. They could not qualify as handicapped under 
any regulations that have been put out under this law. And yet they 
are the kind of people that would be forced out of the picture by in- 
creased wages, or an increased minimum wage. 

What I am trying to argue is the same thing that I heard argued 
here in Washington by the head of one of the big international labor 
unions back in the early days of NRA. You may remember then that 
when the NRA started the minimum wage was set at, I think, 30 cents 
un hour. And they had provisions for industry-by-industry increases 
as might be decided upon. 

There was a public hearing here in Washington to consider an in- 
crease in the minimum wage in the paper industry to 40 cents an 
hour. And, much to practically everyone’s surprise, the head of one 
of these papermakers’ unions opposed it vigorously. And he stated 
his reasoning for it. He said, “My primary duty is to see that people 
have jobs first. You can rest assured that I will see that they get 
paid just as much as the traffic will bear after that. But the important 
thing is having a job. And I know that there are some men that 
cannot pay 40 cents if others are only paying 30 cents. Lf we establish 
a minimum it is going to put. people out of work in some places.” 

That is the kind of thing that we are trying to urge here. There 
are thousands upon thousands of employees in this industry who are 
part-time workers, who earn a hate era income, who know no 
other kind of employment, who are highly desirable in the field be- 
cause, in the aggregate. they produce a great amount of labor, who. 
would have to have piecework rates raised substantially if they are 
to be paid or to earn an average of $1 or $1.25 or 90 cents an hour. 
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But you do not have to raise those piece rates in order to get the regular 
full-time, able-bodied, young employee. You are either going to 
raise piecework rates throughout, which is merely going to arbitrarily 
increase the cost of wood and, so, the cost of paper, or you are going 
to have to stop employing these people who cannot earn that much. 
One or the other. 

One is inflation; the other is putting people out of jobs. 

Neither one of them make any sense to me, for the Government to 
just legislate as a mandatory thing. That is all the point I am trying 
to make. 

Mr. Rooseverr. Did you hear Mr. McConnell’s suggestion yester- 
day ? 

Mr. Canrtetp. Yes, I did. 

Mr. Roosrvert. Do you think that is worthy of exploration by the 
committee ? 

Mr. Canrtexp. I certainly think it is worthy of exploration. There 
is that mechanism in the law now to a certain extent, in reverse so 
to speak. You have the provision for the Puerto Rican wages, for 
instance, where there is a proviso, as I understand it, for increases 
in the minimum wage there to be worked out on an industrywide 
basis—not overall but as a result of consultation with industry com- 
mittees and where it is practical to do so. The same kind of mech- 
anism in reverse is what Mr. McConnell was talking about, I gather; 
that, where it is impractical to do so, there should be some relief 
mechanism. And I am personally very skeptical of how it would 
work out. My experience in trying to get administrative relief from 
difficulties has led me to that skepticism. I have had an awful dose 
of it. It does not work.as fluidly as Congress intends, very often. 
But certainly it is worth further exploration. 

Mr. Roosevett. I would agree with you. And, as a side remark, 
I would say that I think the Congress has much to do to see that its 
intent is actually carried out by the executive branch of the Govern- 
ment in many fields, not just this one. 

Mr. Canrtevp. It is an extremely difficult job. And TI am not 
belittling the administrators, either. They have an even worse job. 
T do not blame them for trying to minimize it. 

Mr. Roosevert. Thank you very much. 

Chairman Barven. Mr. Frelinghuysen ? 

Mr. Fretincuuysen. I should like to congratulate Mr. Canfield 
on a very articulate and intelligent presentation of his point of view. 

I do not think that part of your testimony, Mr. Canfield, points 
up the difficulty which your industry has with any minimum wage, 
and I assume that it is intended to do just that, and that you find 
that even at the present level there are certain difficulties and that 
those would be compounded if there should be any increase. 

Mr. Canrretp. That is correct. We are able to live with the 
minimum law primarily because the minimum wage is at the level 
itis. We have to make a lot of compromises to do that. 

Mr. Fretinenuysen. I think you have done a very valuable service 
in pointing out the serious adverse effects which must be considered 
in any consideration of this problem. We must worry about possible 
unemployment in low-wage industries and other particular condi- 
tions which you mentioned here. 
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Following up the remarks of Mr. Roosevelt, you mentioned that 
you are opposed to any arbitrary addition to the present minimum 
wage. And I don’t think any member of this committee wants to 
have an arbitrary or excessive increase. But the problem is not solved 
by just saying that we want to avoid it on that basis, because the 
question is: How much is arbitrary ? 

Certainly in the case of your particular industry any increase might 
be arbitrary. 

I wonder whether you do not think that it might be inadvisable 
to increase the minimum wage to a considerable degree, but only do 
it at the expense of exempting certain employees, workers, who are 
now covered. 

Isn’t Ee of the process to maintain as wide a coverage as possible 
rather than to increase for a smaller number of workers ¢ 

Mr. Canrretp. That certainly is the position labor is taking, and a 
lot of other people, that, if there is to be a Federal minimum-wage 
law, it should be extended as widely as possible. 

The suggestion that was made here, that this industry needs exemp- 
tion, I certainly agree with. But that is the unpopular approach, to 
say the least. 

Actually in our arguments before the Senate committee, when they 
were considering all 40 or 50 or 60 or however many bills it is, that is 
what we were arguing. 

These exemptions that we do now have are absolutely essential to 


this industry, and their cutting them out would really create a calamity. 
In fact, the industry logically should be totally exempt from the law 
instead of being selective. The man who employs 13 men or 20 men 


is no better qualified to comply with the law than the man who em- 
ploys 12 or 10 or 11. And our argument to the Senate was that not 
only do we have to have these existing exemptions but, quite logically, 
this industry just does not fit into a factory pattern. It ought to be 
exempt. 

This is the kind of law that is workable, if at all, in typically con- 
trolled operating conditions such as a factory. 

But we were precluded from making that argument here. I am glad 
you opened it up and let me talk about it a little bit. 

Mr. Frecttnentysen. The argument has been made that this in- 
crease, and presumably a sizable increase, is needed in order to benefit 
those workers who are presently discriminated against, in effect, 
because they are not benefiting as the organized workers in the steel 
and automotive industries and so on are, and that that is one reason 
why we must support a considerable increase. 

Of course, that argument does not take into account the unemploy- 
ment which might inevitably result where we are trying to benefit 
them. 

Mr. Roosrvetr. Will the gentleman yield ? 

Mr. Fretineuvysen. Yes. 

Mr. Roosrvetr. What percentage of the industry that you generally 
cover is unionized ¢ 

Mr. Canrretp. In the woods, very little. 

Mr. Roosrvetr. That is what I thought. 

Mr. Frevtincuuysen. The other thought I thought was of consider- 
able interest was your mention of the maintenance of wage differen- 
tials. A number of witnesses have said that the practical effect of an 
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increase will be to increase the lowest paid workers with a flattening 
out of the wage differential resulting. And the adverse effects of that 
were minimized. As a practical picture, the employer was visualized 
as doing the minimum required under the law and no more. 

Mr. Canrretp. Well, as a purely practical matter, I believe it is 
impossible for him to do more. 

I think it is quite true that the employer would make every effort to 
flatten out the differential. That has been done under pressure in the 
past. I believe that in most industries it is pretty close to the point of 
diminishing returns on that. I don’t think you can squeeze those 
differentials much more and stil! have satisfied labor. The man who 
has special skills for a job insists, with thorough justification, on 
getting paid more than the man who has no skill. 

It is true that over the years, the last 20 years particularly in this 
country, the spread between top and bottom has shrunk greatly. 
Actually, if you look at it on an after-tax basis, the range between the 
bottom, common labor, and the top, even at the management level, let 
alone employees, is very, very much narrower than it was before. It 
is actually narrower than it is in probably any other country of the 
world including Russia right now. 

Mr. Fretincuuysen. Once again I want to congratulate you for 
your very fine testimony, Mr. Canfield. 

Chairman Barpen. Mr. Canfield, I just wanted to mention some- 
thing about the exemptions. 

You know I have had something to do with this legislation from the 
time it started. I mean 20 years back on this committee. To my cer- 
tain knowledge, there was not a single exemption put in the bill that 
was not put in over the objection of organized labor. It did not make 
any difference what it was. 

That policy has consistently existed. 

Well, the opinion of organized labor finds its way into this com- 
mittee room with committee members, and I find that it is pretty 
effective. And sometimes I think it gets out of balance because I think 
that it exerts more than one-seventh or one-eighth of the total popula- 
tion. It gets out of proportion. 

Now, getting to your cook, that is just a very simple and perfect 
illustration of what eer can do unwittingly, unknowingly, just by 
tinkering with something that they don’t understand. 

I remember the exemption of the camp, and it was discussed back 
then. These small operations have maybe 15 men, 20 men, which is 
very prevalent so far as that is concerned. All right, those 15 or 20 
men are under the wage and hour law. 

Mr. Canrreip. Yes. 

Chairman Barpen. What has happened there? They take the men 
and they have fired the cook. They still live in the shacks. They get 
cold food, bad food. And when the men get through working their 
8 hours they go and cook their own food because a man is not going to 
do the perfectly silly thing of paying the price that you have men- 
tioned here, which is absolutely correct. They are just not going to 
hire the cook. So the men know when they go there that there will 
not beacook. And they say “Well. we will cook our own.” And they 
have some canned goods and so forth and so on. 
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But the net result has been bad food, cold food, and it is doing for 
15 or 18.men or 14 men a definite injustice just because they said “Don’t 
exempt anybody and don’t have any consideration for that.” 

Mr. Canrietp. That, I think, probably is an accurate picture of what 
has happened in some instances. 

Chairman Barpen. I know it is accurate. 

Mr. Canrtetp. In some other instances, however, the big camps have 
been maintained, and with good foods. But they pay this silly kind 
of wages. 

Chairman Barpen. Sure, they can do it on the mass-production 
basis. 

Mr. Canrietp. To give you an example of the curious effects of that, 
I would su ees that no place better than a wood camp could expect 
a supply of uel. Itisright thereat hand. But I know one company 
that is trucking cylinders of bottled gas into wood camps and running 
gas stoves there because it saves about an hour of cookee’s time a day 
in stoking up fires. They don’t want to pay time and a half for that. 
And it is actually cheaper to do such an utterly stupid thing as that, to 

out in gas ranges and truck in truckloads of cylinders of gas, than to 
fet a guy go out and collect the wood that is right there at hand to run 
the stoves. 

That is an equally silly kind of result that comes by applying a 
law, the whole ws Sse: ny of which is something that applies to 
controlled factory-type operations, to a thing that does not fit that. 
pattern at all. 

Chairman Barpen. That is the trouble, Mr. Canfield. That disturbs 
me greatly. The pattern of this is for big business and big labor. 

Mr. Canrretp. Yes. 

Chairman Barpen. I mean the pattern, the records, the handling, 
the supervision, the keeping up with it, everything—the pattern of it. 

But for the operator of the type that you are referring to, and of 
the type that has been persding in here for the last 2 or 3 days, they 
are in for serious trouble. 

Mr. Canrievp. They sure are. There is no doubt of that. 

Chairman Barpen. There is not any question about it. They are 
in for serious trouble. And the thing that worries me apparently 
nobody cares about. 

Are there any out-of-town witnesses here who would like to be heard 
today ? 

Mr. CanrieLp. There are no more witnesses as far as the pulpwood 
industry is concerned. I do not know who you have scheduled after 
that. 

Chairman Barpen. Are Mr. Myers and Mr. Baggenstos here? 

Mr. Canrrevp. Mr. Myers is from the Forest Farmers Association. 
He was here this morning. He said he would be back later. But I 
do not think he is here now. 

Chairman Barpen. I do not see anything for us to do now but to 
recess until tomorrow morning. We will get over on the floor, and 
there will be a call for a vote on this tariff question. 

We will meet at 10 o’clock tomorrow morning. 

Just talking between you and myself, you were discussing a while. 
ago such things as seasonal operations. 

Mr. CanriE.p. Yes, sir. 
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Chairman Barpen. I think I have had every kind of a diffieulty 
and trouble that anybody in the world could have with the interpreta- 
tion of the Fair Labor Standards Act. The thing that has disturbed 
me from the very beginning is that the attitude is to put you in and 
let you get out if you can. is that not your experience? 

Mr. Canrievp. Yes, with very little opportunity to get out. 

Chairman Barpen. With no opportunity to get out. 

We got into seasonal crops. They began to swish that around. I do 
not know yet how they finally decided. But on some crops that were 
gathered in 1 area in 1 season, if they found that it went up the coast 
as the climate changed, that was not seasonal. 

Because of the fact that 1 State would have it 1 season of the year, 
and another another, it was not seasonal. 

Well, to me, anybody with any commonsense at all knows exactly 
what we meant. We meant seasonal in the area where the commodity 
was being gathered. 

But those kind of things you cannot reason out. 

And when we got to the question of coverage, if we did the kind 
of job that ought to be done on the act, we would just take it apart 
and put it back together and leave out a lot of the parts that are causing 
the knocks. 

Mr. Canrtevp. I would suggest going further and just take it apart. 

Chairman Barpen. But I cease to be optimistic about doing a sen- 
sible thing with this so long as there is so much pressure that does 
not appear on the surface and so many commitments made that are 
probably not backed with good reason. ‘The reasons may be satis- 
factory to those that made them. And when you get up to the propo- 
sition that affects an area like these pulpwood people who have been 
here for the last few days, it is pitiful to me that we are not more 
patient about getting more fact and more information. To me, I 
again repeat, it is a very serious thing. I do not know what.is going 
to happen. I know they are in trouble. The ones that are now 
pushing don’t care how much trouble they are in. Then they needn’t 
come pleading around me and saying how much they love the poor 
people for whom they are going to do this, that, and the other. Thev 
just don’t doit. That is all there isto it. When it is wrapped around 
their necks they can just take that and live with it. I do not like 
that attitude, and that is the reason why I have taken all of the 
cussing and abuse and everything else for contending for a full hear- 
ing on this matter. 

This matter was scheduled to go out in 5 days or less time. I 
would resign the committee before I would handle a matter of this 
importance that lightly. Tt could produce tragic results. 

Mr. Canrtevp. It certainly could. 

Chairman Barpen. And I know it is going to hurt. It is going 
to hurt bad. And I know they are going out. I know these old 
fellows who cannot lift much at a time and who are not nimble on 
their feet and do not have anything to rely on; no savings and no 
income, no retirement pay. I know they are going off the payroll, 
and you know it, too. 

Mr. Canrterp. Certainly. 
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Chairman Barpen. Certainly they are going off. And that does 
not represent 100 or 1,000; it represents millions. A man with any 
sense, if he is operating right close to his margin, is going to save 
the good producers just like he does in a herd of cattle. The cow 
that does not produce the milk turns into hamburger pretty quickly. 
And while they won’t shoot them, they will just do something that 
will produce suffering by just firing them. 

But I cannot get many folks interested in that kind of considera- 
tion of this thing. And it troubles me. But I am now getting ready 
to get closed out on this, and to those who have all the answers, | 
will let them assume the responsibility. 

The committee will recess until tomorrow morning at 10 o'clock. 

(Whereupon, at 12:35 p. m., the committee was recessed, to be 
reconvened at 10 a. m., Thursday, June 23, 1955.) 
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THURSDAY, JUNE 23, 1955 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Epucation AND Labor, 
Washington, D.C. 

The committee met at 10:15 a. m., pursuant to recess, in room 429, 
Hiouse Office Building, Hon. Graham A. Barden (chairman) pre- 
siding. 

Present: Representatives Barden, Bailey, Perkins, Wier, Elliott, 
Landrum, Metcalf, Bowler, Roosevelt, McConnell, Gwinn, Smith, 
Bosch, Wainwright, Frelinghuysen, Coon and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order. 

The first witness on the list this morning is Mr. Myers. 

Will you identify yourself for the reporter, please, sir, and proceed. 


STATEMENT OF J. WALTER MYERS, JR., EXECUTIVE DIRECTOR, 
FOREST FARMERS ASSOCIATION, ATLANTA, GA. 


Mr. Myers. Mr. Chairman and members of the committee, my name 
is J. Walter Myers, Jr. I am executive director of the Forest Farmers 
Association of Atlanta, Ga. 

Our president, Mr. J. V. Whitfield of Burgaw, N. C., testified the 
other day. Our original idea was that there were three of us scheduled 
to appear, Mr. Whitfield and myself and one of our directors, Mr. 
Baggenstoss. However, due to various circumstances, we have ap- 
peared separately, or will appear separately to present our views and 
the views of our members on certain proposed amendments to the 
present Fair Labor Standards Act. 

The Forest Farmers Association, incidentally, is an organization 
of timberland owners in 15 Southern States. There are some 3,700 
individuals and companies affiliated with our association who own 
some 50 million acres of forest land in these States. The majority of 
these, incidentally, are small owners and operators. 

Speaking for these 3,700 individuals and operators, I would like 
to point out how certain of the proposed amendments would affect 
them. 

Actually, in considering all of the proposed amendments to increase 
the minimum wage, they would tend to hurt the small-forest owner 
and timber operator as much or more than anyone else in this business 
of raising and processing crops of trees. How much these proposed 
amendments would hurt the small people is almost directly propor- 
tional to the amount of increase proposed. 
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Such a policy of hoisting the greatest burdens on the shoulders of 
the smaller owners and operators seems diametrically oppoged to our 
American way, but before I have concluded I believe you will agree 
this point is well taken. 

Fortunately, it appears that the 12-man exemption provision ‘will 
be retained in this act, and this is a tremendously important provision 
for the people I represent. But, despite this consideration, the mere 
upping of the minimum wage causes extreme hardships to even those 
exempted from its provisions. 

Actually, there is keen competition for qualified labor today not only 
in the South, but all over the Nation. Because of this fact alone, 
most of the timber operators in the South—even those exempt from 
the provisions of the minimum wage—are already paying the present 
minimum wage. They must to recruit a capable labor force. 

And I might add there that I have heard a number of them express 
the opinion that they would rather pay a little more for a skilled man 
than to pay the exact minimum for a man who was not qualified. 

Where these small operators are not paying the minimum, it’s usu- 
ally because the labor is of such poor quality they cannot afford to pay 
them that scale, based on their productivity. To increase the mini- 
mum wage could only further weaken the competitive position of these 
operators, or increase their financial burden. 

The Forest Farmers Association certainly feels that the laborer 
should have his fair share of pay and benefits, but we believe the pay 
of the individual worker should be based to a reasonable extent on his 
productive capacity. 

We disagree basically with the minimum-wage concept because we 
do not believe productive capacity can be legislated, and that it is noi 
fair to tell a businessman what he must pay and then leave it up to him 
to pay that wage or go out of business. Suppose the laborer is not 
worth the minimum wage? Then what? 

Actually, this is not an unrealistic question. Where the timber 
operator can, you can be sure he will do without a man at $1 an hour, 
who is actually worth only 50 or 75 cents per hour. This tends to force 
the small, poorly qualified individual out of a job—the pinch is on the 
weakest link again; and our association does not believe it is fair to 
deprive these people of much-needed employment. 

In addition, what of the small operator who works more than 12 men 
and, therefore, has no exemption. He may not bea large businessman 
by any means. Some of these will be forced out of business if wages 
are arbitrarily legislated upward 20 percent to 90 cents or 3314 percent 
to $1 per hour in one fell swoop. 

Another matter which concerns our members is the matter of wage 
differentials. Once the lowest worker is raised the other workers will, 
quite naturally, want to keep their wage differential. The impact ofa 
20-percent increase in the minimum wage as recommended by the 
President, or a 3314-percent increase, as recommended by the Senate, 
could seriously rock our Nation’s economy. 

I might add there we certainly do not believe that is going to happen 
all at once. But we cannot see how it can keep from happening over 
a period of time. If one man is making 75 cents an hour, and his 
supervisor is making $1 an hour, when you raise the man from 75 cents 
to $1, the supervisor automatically is in a rather awkward position, 
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and it seems only fair to us that he would have a case to go to the em- 
ployer and ask for a similar increase. That is one of the things that 
seriously concerns us. 

We feel this matter of legislating wages could have severe economic 
implications, and the situation should best be left alone in these 
troubled times. 

But there is yet another question that comes to the minds of our 
Forest Farmers Association members, most of whom are small timber- 
land owners. Who is going to pay for this wage increase ? 

If the timber harvester or processor has to pay his crew more, and 
if competition will not allow a markup on the final product, then there 
is only one answer—lower stumpage prices for timber. In other 
words, the timber raiser will get less for his crop because he is not in 
1 competitive position to sell his timber. He is very infrequently in 
a competitive position to sell. 

So the timberland owner ends up paying for a wage increase to the 
harvesting and processing crews. This situation is not a hypothetical 
one since it is almost certainly true in the southern lumber industry 
where the market will not bear an increase in the price of lumber. 
Competitors and substitutes would step in and grab the already highly 
competitive market. 

There is little question about that, that the lumber people are in 
serious trouble. And certainly I am not a spokesman for the lumber 
industry, but we do have timberland owners in our organization who 
are in the lumber business, who are familiar to a great extent with 
this situation, 

Mr. Battery. May | interrupt there / 

Chairman Barpen. Mr. Bailey. 

Mr. Battery. Just who would those competitors be who would step 
in and take the business ? 

Mr. Myers. Speaking on the basis of southern lumber—and cer- 
tainly I am not speaking, necessarily, for any one area—but when you 
speak of the southern lumber industry it seems that at this particular 
time the West has what is left of the virgin timber in the United 
States, big timber. They can highly mechanize it. While in the South 
we have scattered stands of timber. 

They can keep their costs down because they have better raw mate- 
rial, and they are actually able to sell western timber cheaper in the 
South than you can buy southern pine. 

Mr. Barry. What kind of a freight rate do they have, and how do 
they transport it? Is it by boat around through the canal? 

Mr. Myers. A certain amount of it is transported by boat around 
through the canal. 

Mr. Battery. I cannot see how they could be competitors if they have 
to pay a normal freight rate. We have to pay $4.08 a ton for coal for 
a distance of 300 miles. 

Mr. Myers. Yes, sir. I am really not in a position to explain it on 
the basis of the freight rates. I do know that you can buy finished 
Douglas fir lath in Gulfport, Miss., cheaper than you can buy finished 
southern pine lath, because we had oc_asion to get the prices on some 
of that. And one of the members of our organization was showing 
me actual pieces of both materials. The rough southern pine costs just 
a few cents more than the finished Douglas fir in lath material. And, 
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to a certain extent, that is true in finished southern pine lumber. That 
means that the southern lumber industry has to be right on its toes, 
And if a 20-percent wage increase is tacked on to them they are going 
to be in very serious trouble. And they are one of our principal indus- 
tries in that area, in the South. 

Chairman Barpen. Mr. Myers, as absolute proof of that, you can 
go to any lumberyard now, whether it be in Washington or Rich- 
mond or even in my hometown, and you will find anywhere from 40 
to 80 percent of the lumber stock in the yard is western lumber. 

Mr. Myers, Yes, sir. 

Chairman Barpen. I mean fir and lumber of that kind. How 
they get it in here in competition I don’t know. Of course, they have 
a volume production that we cannot compete with, as far as that is 
concerned. That is out of the question. 

But other sources of competition might be mentioned. For in- 
stance, the wood cypress shingle used to be the regular thing for 
the roof of a house. And there are still many shingled roofs where 
we come from. You never see a new shingle now. I have not seen a 
new shingle going on a roof in 5 years, I don’t believe. That is one 
illustration. 

Another illustration is that in the home I live in now every piece 
of paneling in my kitchen is wood. In the home I am building there 
will not be a single piece of wood paneling in it. That is just another 
illustration. 

Your plastics and substitutes for lumber and steel are moving in 
and displacing lumber. They are even displacing it in the local 
market. 

I am talking now about the southern pine area they are displac- 
ing it. 

So there are so many fields of competition now creeping in to dis- 
place the lumber that at one time was sought after by everyone. 

Its strength, of course, is greater than the lumber that comes in. 
The wood is harder, so far as that is concerned. But even that has 
not been able to withstand the invasion made by these competitive 
urticles that are coming in. 

I just thought, since it was opened up, that that was probably 
appropriate. 

Mr. Wier. Mr. Chairman, I have not attempted to inject myself 
into this southern lumber presentation here before, but the thing 
that arouses my curiosity on this question of competition, on which 
vou lay so much stress—not only you but all of those who have repre- 
sented the lumber industry in the Southeastern States—is this: I 
think the figures will be found to be correct, that all through the 
Korean war the Ordnance Department spent millions of dollars by 
way of contracts with box and container manufacturers for wood 
containers. 

Mr. Myers. Yes, sir. 

Mr. Wier. In my area we have a large 5(0-millimeter shell plant 
that has kept one factory very, very busy, with 120 men making these 
specified containers in which they ship these 50-millimeter shells. 

I think the Ordnance Department will show you that when they 
let these bids out under very rigid specifications, in spite of the 
nationwide bidding for these containers—it is a very lucrative con- 
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tract—your plants down there, in spite of everything that you peo- 
ple say, can underbid the West, the North, or the East on these con- 
tainers for the military which runs into millions and millions of 
dollars. 

Mr. Meyer. Oh, yes. I think that is very true. 

Our forests in the South, our whole forest area, is in the state of 
being rebuilt. It was cut over about 30 years ago completely, and 
now: it is being rebuilt. 

Well, in a relatively short period of time we will have our forests 
once more rebuilt in the South. I say in a relatively short period of 
time; it would be, I would say, 30 years, 20 or 30 years. 

But if some of these industries are forced out of business at this 
time, or if their competitive position is severely weakened, they 
are not going to be able to keep going. 

Mr. Wier. What I am trying to get at now that I have 

Chairman Barpen. Would the gentleman yield to me? 

Mr. Wier. Wait a minute. He is the witness. 

Chairman Barpen. He has missed your point. But I think I can 
pick it up. 

You say the very rigid provisions. When they put those shells 
which are very heavy, in a box, that box must be strong, and they must 
use the strongest type wood for it. I doubt very seriously if a soft- 
wood would do the job. I never have seen a shell box made out of 
anything except hard pine. 

Therefore, that wood down there can meet specifications where a 
softer wood can’t. It is not a matter of competitive price per thousand 
feet; it is a matter of competition in tensile strength, and it is there. 
That is all there is to it. 

Mr. Myers. That is right. 

Mr. Wier. He certainly did miss my point because not only you 
but all of the witnesses yesterday with the timber interests here 
representing the southern lumber industry, each one of you has 
raised this question of the highly mechanized sawmills of Oregon, 
Montana, Washington, and other parts of the Midwest and Far 
West. You have raised that issue of that lumber coming into your 
area and making competition that you have got to meet with your 
type of operation. 

Mr. Myers. Yes, sir; that is very true, sir. 

Mr. Wier. How can you call that competition when you have 
got to meet that freight cost and you have got to meet. the cost of that 
lumber and use it in the construction of these containers and crates 
and boxes that the Army uses for hardware—let us call it hard- 
ware—that has to be boxed under very rigid specifications? How can 
you meet that competition and use western or northern timber ? 

Mr. Myers. I am not too sure that I understand your question, 
sir, 

Mr. Wier. It isn’t competiiton then because you use that lumber 
and still underbid our box and crate and container manufacturers. 
You underbid them. 

Mr. Myers. I am not too familiar with that exact situation. And, 
as I say, I am not a spokesman for the lumber industry as such. 

I don’t know that they are using western lumber for those crates. 

Mr. Wier. No,theyarenot. A lot of it issouthern lumber. 
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Mr. Myers. It is not in sufficient volume to be a large industry in it- 
self. It may keep a number of plants operating, but the southern 
lumber industry is a very large industry. And, oddly enough, the 
bulk of the southern lumber industry is in very small plants. And 
there is a real reason for that because our southern timber is so seat- 
tered that you have to have small mills to operate. It is impossible to 
have these large, efficient operations. I know they wish they could. 
But the timber is not sufficiently concentrated to allow them to put up 
those mills. 

Mr. Wier. In the hundreds of furniture factories—not in the more 
expensive furniture, but furniture that is made out of our own do- 
mestic timber—you have the same situation. You use both western 
and southern lumber in many, many of your furniture factories. And 
you have a lot of furniture factories. 

Mr. Myers. Yes, sir. 

Mr. Wier. And again you can underbid. 

Now here is General Services accepting bids for types of furniture. 
It is not mahogany. I am not talking about mahogany and higher 
priced woods; I am talking about the ordinary household furniture. 
The General Services, I think, down there will show you that it is 
almost impossible for northern and eastern factories to compete with 
the ability of the South to bid on a contract. 

Chairman Barven. Will the gentleman yield right at that point? 

Mr. Wier. Yes. 

Chairman Barpen. The answers to that are so obvious to me be- 
cause I happen to be from an area where, for instance, the High Point 
furniture factory is. 

Mr. Wier. That is a big one. 

Chairman Barpen. It is a big one. 

They use gum, both red gum and white gum, and also tupelo. You 
do not grow gum on the west coast. You do not have any of what 
we call sweet gum, which is a substitute for mahogany. And with 
just a little treatment you can make a perfectly beautiful piece of fur- 
niture that looks exactly like walnut, but it is not walnut. 

They deal with hardwoods principally, and gum is the biggest prod- 
uct they use. 

Now another thing as to competition: You can see that wide board 
up there, which is at least a 1 by 12, around the edge of this room. 
You just do not get much clear 1 by 12 in the southern pine industry. 
Now that does not have to be strong. It could be a piece of plaster- 
board or sheet rock that now is taking the place of lumber. Sheet 
rock is probably taking more lumber business than any piece of build- 
ing material. It takes the place of ceiling and those things. 

A piece of sheet rock would do that job up there. Therefore, a 
softer wood, a piece of western fir, is much more practical and much 
more beautiful. There isn’t a knot init. You cannot see a single sign 
of a knot in it. 

But that kind of a board down there would cost you a whole lot 
more to manufacture than the same piece of lumber will cost you on 
the west coast. That is the customary type of lumber that they get 
out of those big trees. It is the meal 49,58 lumber that you have 
down there. 

Mr. Wier. What I am trying to bring out is that every one of these 
men from the timber areas of the Southeastern States raises the 
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issue of the competition that has come into their lumber market, and 
that competition can only come from probably four States in the West, 

I maintain that it is not that competition that makes it possible for 
you to underbid, whether it is for furniture or whether it is for 
crating or whatever the contract might be. 

I am not bringing housing into this picture, but I am talking about 
specialty factories down there that just underbid our plants up in my 
area. 

I am saying this because I have had the experience in the Korean 
war of a plant that had 120 men making crates for a 50-millimeter- 
shell plant, and every time there were 15 or 20 bids coming from 
nationally recognized crate-manufacturing concerns or case-manufac- 
turing concerns, and the southern mills could outbid our plants out 
there and outbid all of the western plants in spite of the fact that we 
have lumber and the West has lumber. 

But you fellows can outbid us. 

Don’t say it is western or northern lumber that is making it possible 
for you to be hurt. 

Mr. Myers. I think Mr. Barden has hit the nail right on the head 
with the fact that on large lumber, manufactured lumber, the South 
cannot compete with the West on a very good basis. 

There is a very, very close, keenly competitive field there. 

Now when it comes into the smaller specification level, the South 
has the bulk of its forests in smaller trees. 

Chairman Barven. Mr. Myers, does that not account for the fact 
that you never see a 2 by 4 made out of fir or western lumber? I do 
not think I have ever seen a 2 by 4, which they use for the braces and 
the supports you put up in the side of a house, out of fir? Why? 
They come out of little trees, and if they have knots in them it does 
not make any difference. 

Now they don’t compete with the 2 by 4's. 

Have you ever seen a 2 by 4 made out of fir? 

Mr. Exuiorr. I never have. 

Chairman Barpen. That is the answer. 

Mr. Wier. That is not true in our part of the country. We have 
forests up there, and many 2 by 4’s are made out of our spruce, and 
Norway pine is one of our best. 

Chairman Barpen. They make 2 by 4’s; I don’t say that. But they 
don’t particularly like to put them in a place where it has got to be 
rigid and strong. 

Mr. Wier. I wanted to raise that issue about that competition be- 
cause it does not exist in the specialty construction. 

I am not speaking of building construction; I am speaking of the 


many specialty items you have down there in which timber is used 
completely. 


Mr. Myers. Yes, sir. 

Mr. Wier. And you are tough competition. 

Mr. Myers. Unfortunately, that comprises a small part of the 
southern lumber industry. It does comprise a portion, but, unfortu- 
nately, it is a very small part. 

I think it is a very real thing that the South is really in a tough 


competitive position on big construction lumber as compared to the 
West. 


Mr. Wier. I won’t argue that. 
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Mr. Myers. And that comprises the heart and soul of the southern 
lumber industry today. They are fighting for their existence today ; 
30 years from now they may be in a little better competitive position 
when the timber gets bigger. But there is a tough situation right 
now. And my point was that when it comes to raising their wages 
from 20 to 3314 percent at one time it is going to be rough because most 
of those operators are marginal operators. 

And another difficulty is they are one of the businesses that are 
furnishing a large number of jobs and employment to folks in rural 
areas, both on a permanent basis and on a temporary basis. It is a 
very fine supplement as well as being a major employment industry. 
Farmers and some of them work part time in the lumber mills during 
the slack months on the farm, and they are able to pick up some money 
and help increase their living standards and their annual income, and 
yet they are not skilled laborers, skilled in lumber-mill operations. 

When you take a farmer it is rather difficult to pay him the same 
wages you would pay a skilled worker who makes it a full-time career. 

Mr. Wier. Let me ask you this in connection with that : 

Your industry was here and very well represented in 1949 when we 
had the coverage as well as the 75-cent wage before the Congress. 

Mr. Myers. I beg your pardon, sir? 

Mr. Wier. Your industry was well represented here from all over 
your area in 1949 when we had the wage and the coverage up for eon- 
sideration. 

The plea of your producers, your farmers, or 

What do they call them? 

Woodpecker mills—they had a name for them. 

Chairman Barpen. Peckerwood mills. 

Mr. Myers. Peckerwood ; yes, sir. 

Mr. Wier. They seemed to have some argument, those that em- 
ployed 7 or 8 or 9 men, and the Congress went along with that plea 
on exemption to that small individual farmer, or 3 or 4 men who bought 
some saws and went out cutting off the woodlands. 

So we exempted them. 

Don’t you think we went a long ways in exempting 12 men to relieve 
any particular hardship on the little fellow? You still have that 
exemption. 

Mr. Myers. The 12-man exemption. 

Mr. Wier. Yes. 

Mr. Myers. Yes, sir. And, as I mentioned, it is a very important 
exemption. The figure 12; I don’t know how that figure was arrived 
at. But there are many of them who may employ 24 or 50 or some- 
thing like that. Just because aman employs more than 12 people does 
not necessarily make him a large operation. It covers an important 
segment, very definitely. And it is a very important exemption. But 
there are quite a number of cases that are not covered. 

Also there is this situation which is very tough: the man who em- 
loys 13 is required to pay a higher wage. Therefore, he takes the 

t qualified laborers that are available. 

Now the other man, the smaller man, is competing with this larger 
man for labor any way we look at it. And if he wants to get some 
qualified workers-he is going to have to pay awfully close to that 


minimum to get qualified people, or else take the least qualified 
workers. 
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That is the situation he is faced with. 

Mr. Wier. The truth of the matter is, if I may make the statement, 
that the whole lumber industry, from Mr. Weyerhaeuser on down— 
and he is one of the biggest operators in the Nation—do not believe 
that the lumber industry ought to be covered. 

So there is no place that you can stop. The lumber industry is 
nationwide. 

Mr. Weyerhaeuser got his start in our neighborhood, and now he 
is out on the west coast and up in Canada and employs thousands 
and thousands of lumber employees. He does not want this. 

I hear from our big lumber companies, and none of them want 
coverage under this, and they think they ought to be exempt. 

Some place there has got to be a line drawn. That is how we arrived 
at. 12. It was for the little fellows down in your area. 

Chairman Barpen. Let me say this: I do not know of anybody who 
did any more fussing and fuming and scrambling for those small 
mills than I did when the law was up. And it was a fight where 
we tried to continue in existence a very necessary and essential 
operation in the communities. 

I was fighting for at least a 15-man operation. 

Well, those who knew the least about it fought it the hardest. And 
it finally came out with 12. 

Well, that was good, and that was bad, for the very reason that that 
is about the minimum that you can operate even the smallest kind of 
peckerwood mill on. 

So what happened ? 

Who was going to get the logs to the mills? 

He had to bebin to figure out how he could have somebody else 
supply the logs. If he happened to own the mill then they said that 
is one operation. 

So they tried for a while to shut down the mill and then take the 
mill crew and go and get some logs and then operate it that way. 

The mills began to fall out. 

Up grew some small mills, and they would go into a particular 
place—and they exist now, and I know Mr. Elliott knows they exist 
in his State—and they will cut there for a while. 

The man owns the mill, and that is all. He cuts there and he cuts 
out that little piece of operation, and just picks up his mill and puts 
it on a truck and moves somewhere else. 

Now it did not destroy the small operation, the small mill operation. 
But the 12-man exemption really crippled it terribly, and it did a lot 
more harm than it dil qootl because it forced a kind of an uneconomi- 
cal changeover that was neither good for the operator nor the man that 
owned the timber. 

That is the history, in brief, of that 12-man exemption. 

Mr, Wier. I remember the discussion here. 

Chairman Barpen. You say, “Look what we gave you.” 

We gave them a boot in the pants and a pat on the cheek, and that 
is exactly what it resulted in. 

Mr. Wier. Mr. Barden, if we were sitting here today debating 
the question of putting the lumber industry 100 percent under this 
law—— 

Chairman Barven. I would be opposed to it. 

Mr. Wier. I know you would. 
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But these people here would still want to preserve that 12-man 
exemption because they are doing it in my State. 

Chairman Barpen. I say that that was a little help, and some harm 
as well. There is no question about that. 

But I think the gentleman is aware of my philosophy concerning 
wage-and-hour legislation. However, it is a policy of the Govern- 
ment, and our economy is geared to it now. 

I cannot. go along with the idea that you would take your man 
Weyerhaeuser, who is probably second to some of the big steel and 
so "te It is an industrial competitive field. It can take care of 
itself. 

But you are just not being realistic if you assume that the kind 
of operations that constitute the very backbone of the economy down 
there have either the capital or the physical setup to compete with 
Weyerhaeuser. 

Excuse the interruption. I want you to continue. 

Mr. Myers. That brings one point to mind on that that I think is 
very important. 

The purpose of raising of the minimum certainly does not appear 
to be to help the West or some of the other areas. If it is to help 
the South it is going to do us more harm than good, sir, because 
raising the minimum wage certainly is not going to help these oper- 
ations to employ more poeple or to be able to charge more for their 
product or be in a healthier competitive position. Instead of that, 
it will tend to worsen their position. 

Mr. Smirn. Mr. Chairman? 

Chairman Barpen. General Smith. 

Mr. Smiru. The gentleman partly answered my question, but when 
you talk about raising wages 20 percent you are doing something to 
our economy. 

Mr. Wier is not here. He had a lot to say about shell cases and 
things like that. But most of the shell cases now in the Army are 
not made of wood; they are made out of cartons. Most of your 
packaging is cartons that is going on in this country. And he is 
talking about 50-millimeter shell cases. There is no such thing as 
a 50-millimeter shell case. 

I think he is talking about .50-caliber. 

The point I am trying to make is that if you increased wages 20 
percent you are just pricing yourself out of the market. 

Mr. Myers. Yes, sir; that is absolutely right. 

Mr. Smirn. That enters into this thing. And you will have more 
cartons all the time. 

You can go into any shell plant in the country and see those ar- 
tillery cases. They are not put in wooden cases because it is cheaper 
to put them in cartons now. 

Mr. Myers. I think that that is very true. 

And if the purpose of this is to help us, I think the thought is very 
commendable. But frankly I believe we are going to be hurt by the 
very folks that would be our benefactors. In other words, I just do 
not believe we could stand it. 

Chairman Barpen. You just do not like to think of the idea of 
being killed with kindness. 

Mr. Myers. Yes, sir. 
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My; Batey. May I ask a question, Mr. Chairman. 

Would it help the situation any if we upped the exemption, the 
number ? 

Mr. Myers. I beg your pardon ? 

Mr. Bauzy. Would it help the situation any if we upped the num- 
ber from 12 to a larger figure ? 

Mr, Myers. I really would not be in a position to answer that, sir. 

As I say, really I am not a spokesman for the lumber industry. 
Our people are the people that raise trees, the raw materials, 

But naturally we watch very closely the people that produce and 
process this raw material because they are the ones to whom we sell. 
And. what hurts them can. very definitely hurt us. 

. We realize that if their labor costs go up and the market will not 
bear the freight, 1 of 2 things can happen: they can go out of busi- 
ness or they can pay us less for our timber. And if it is a completely 
across-the-board raise in labor it is going to affect all of our markets. 
And we certainly would hate to see our markets close down, or the 
price of our products reduced. 

Mr. Baimey. One other question. 

To what extent are you timber growers replacing the stock that 
you are cutting’ You spoke a while ago about 25 or 30 years from 
now when your second-growth timber is attained this situation might 
improve. What are you doing to replace the timber you are cutting? 
Anything? 

Mr. Myers. What is that? 

Mr. Barry. What are you doing to replace the timber you are 
cutting ¢ 

Mr. Myers. That is a very good question, sir. 

Actually, the Forest Service surveys show that we are growing as 
much, if not more, timber than we are cutting. And we are planting 
literally millions of trees every year. 

Mr. Barter. Who are we? 

Mr. Myers. The timberland owners. 

Mr. Ex.sorr. That he represents. 

Mr. Myers. I represent timberland owners in the whole southern 
region. And the latest United States Forest surveys shows that we 
are growing as much, if not maybe a little bit more, than we are cut- 
ting. That might be qualified just a little bit, as you might naturally 
expect, with our economic conditions the way they are and the de- 
mand for wood the way it is. That is not true all the way across the 
board in all types of timber. 

We are cutting our trees before they get real big because there is 
a tremendous demand for them. But on strict volume we are cutting 
at a rate that our cut does not exceed the growth. 

Mr. Bartxy. One more question. 

Is this being done through an association policy or because the 
State law requires you to replace them ? 

Mr. Myers. I think it is a condition that has come about, sir, 
through the general education of the public and increased forestry 
etforts by all concerned—State, industry, landowners, Federal Gov- 
ernment, and everyone else. 

Mr. Ex.iorr. Are there any States that require that the pines be 
replanted when the timberland is cut over? 

634895556 
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I don’t know of them. That is certainly not the law in Alabama, 
though our farmers are doing it and to an ever-increasing extent, 
which I am proud to see. 

Mr. Myers. Are there any States where they are doing what? 

Mr. Exzsorr. Where they require that timber be replanted after it 
is cut. 

Mr. Myers. I do not believe there is any requirement. There is 
every encouragement given. In some States you can purchase‘seed- 
lings for a very, very low cost. I think in Mississippi you can get 
them for 50 cents a thousand, and maybe you pay the postage on 
them. In Alabama it is likely not over $2.50 or $3 per thousand. 
And the State would come out and help you and instruct you on 
planting them. 

Many of the banks have purchased planting machines in th 
State of Georgia. ‘The banks purchased 152 tree-planting machines. 
And they are making them available through the county agents to get 
out and replant any cutover areas. 

I do not think there is more than just a very nominal charge for 
the use of a tractor and the banks’ tree planters. 

Chairman Barpen. Mr. Myers, the banks would never have invested 
that tremendous sum to buy 152 tree-planting machines had they not 
realized that that was one of the backbones of the economy in that 
area and a fine thing for the banks eventually. 

Now have you known of any one thing that has just caught the 
imagination, you might say, of rural people and especially farmers 
who own woodland more than the idea of growing, protecting, and 
caring for the reforestation program on the land? 

That has been encouraged by the State government, the Federal 
Government, and the county agents, of course, working with them, and 
the demonstrations put on by the stations. And the farmers have 
seen that is a wise thing todo. Therefore, that is one of the highlights 
in the development of the South, the reforestation program. It has 
just caught their imagination. 

Mr. Myers. In fact, industry has stepped in and done quite a good 
deal also. Your pulp mills are giving away millions of free seedlings 
to landowners all over the South. Your lumber industry is doing the 
same thing, actually giving the landowners the trees if they will plant 
them. 

Chairman Barpen. Mr. Myers, if, in the face of that kind of conser- 
vation and development program, they are met with a situation where 
they are confronted with this, that they now are beginning to realize 
something on that commodity. 

In order to market it they must have more money. If they cannot 
get that money for the product—and certainly they have no way of 
fixing the price or making them pay for it—-then there just is not but 
one thing to do, and that is the one thing that has always been on the 
necks of those very people, and that is to take less. 

Mr. Myers. Yes, sir. 

Chairman Barpen. And you know and I know that it is going to 
settle right back on the neck of the fellow that owns the land and 
grows the trees. That is all there isto it. It will do it. 

Mr. Myers. It is not just true for the timber growers. 
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Chairman Barpen. When you speak of timber growers, that is just 
as much a part of the farm crop on the average Southern farm today 
as potatoes or corn or the tobacco crops. 

Mr. Myers. Yes, sir. As a matter of fact, most of them are row- 
crop farmers as well as forest farmers and timber farmers. They 
have a patch of woods. And we do not consider any great distinction 
between tree farmers or forest farmers and row-crop farmers. They 
are both agricultural products and have been generally recognized as 
such, 

In other words, what it means is that, as we analyze it, the motives 
are most commendable, but it seems to the farmers that they are the 
ones that are going to have to pay for this wage increase. They are not 
going to get anything out of it, either as consumers or as people who 
produce to sell. Particularly in the case of the timber farmers, they 
are gomg to get less for their product, or pay more for the finished 
products when they go out to buy them. And they are going to be the 
vast group of people caught in the middle on it. 

Chairman Barpen. Mr. Myers, you only have to look at the fact that 
agricultural products are now going down and everything else is 
going up. 

Mr. Myers. Yes, sir. 

Chairman Barpen. And why should we look in the wishing well and 
think that we can solve it by wishing that the trend would change? It 
just doesn’t add up from a practical point of view. 

Go ahead with your statement. 

Mr. Myers. I had left off where the competitors and other substi- 
tutes would step in and grab the already highly competitive market if 
this minimum wage were raised. 

In other instances, however, we imagine the only alternative would 
be to pass on the wage increase to the final consumer. Frankly, as we 
see it, increased wages without increased productivity produces noth- 
ing but an accelerated inflationary spiral. Forced increases in wages 
would not necessarily increase productivity of goods or buying powers, 
and these are what will determine the gain to the laborer in the long 
run. 

Mr. Barter. Every other industry is passing that increase on to 
the consumer. Why the hesitancy in the lumber industry ¢ 

Mr. Myers. Because the market won’t bear it, sir. 

Mr. Battxy. What do you mean that the market won’t bear it? Do 
you mean supply and demand enters into it, that there is no demand 
for it? 

Mr. Myers. Substitutes, plastics, and western lumber, and various 
other things will step in. 

Mr. Batiry. You leave got a problem similar to the one we have in 
West Virginia where substitutes are taking away our coal markets. 
And I don’t get any sympathy from Congress in that respect. They 
sort. of laugh at the situation when I bring it up in Congress. 

Chairman Barpen. I cannot let that statement go by because I don’t 
think that Congress laughs at you. 

Here is one fellow who doesn’t laugh at you. I hurt with you be- 
cause I know that I have had some of the same ills. And it looks like 
now I am going to have another one. 

Mr. Battery. Maybe I get some sympathy, but I didn’t get any votes. 
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Chairman Barpen. You got some votes. You came might near 
getting enough, did you not? 

Mr. Barney. Yes. 

Chairman Barpen. You came closer than I did when I was trying 
to get a 15-man exemption. 

Mr. Smirn. Mr. Chairman, I have always tried to reconcile a $1.25 
minimum wage with Mr. Bailey’s fight on reciprocal trade. I think 
we are pretty close together. 

Chairman Barpen. Go ahead, Mr. Myers. 

Mr. Myers. It seems to me we have come all the way back around 
the circle. Someone somewhere has to pay for this increase. That, 
I think, is basic. And, unfortunately, it seems to the Forest Farmers 
Association that it will be the small individual—tree farmer, timber 
producer, little businessman, woods operator, and yes, the laborer— 
who winds up paying the major share under these proposals. In some 
instances the poorest qualified workers would even find their jobs, their 
livelihood in danger. 

These small people are already in a poor competitive position, and 
the Forest Farmers Association vigorously opposes any increases in 
their burdens. 

Therefore, the Forest Farmers Association would like to go on 
record as strenuously opposing any increase in the existing 75-cent 
minimum wage. 

I appreciate the opportunity to appear before the committee to 
present the views of the Forest Farmers Association. 

Chairman Barpen. Thank you very much, Mr. Myers. 

I believe everyone has asked the questions they want to ask. 

Mr. Exuiorr. I want to ask him some questions. 

Chairman Barpen. I wanted to get to some of these folks. 

Mr. Myers. Mr. Chairman, I would like to submit, if I may, sir, the 
statement of Mr. Herman E. Baggenstoss, a director of the Forest 
Farmers Association, from Tracy City, Tenn. 

Mr. Baggenstoss was unable to stay over and present his statement, 
and we would like to file this for the record. 

Chairman Barpen. All right, without objection, hand it to the 
reporter, and it will ‘ received for the record. 

(The statement referred to follows :) 


STATEMENT OF HERMAN E. BAGGENSTOsS, ForEST FARMERS ASSOCIATION, TRACY 
Crry, TENN. 


Mr. Chairman and members of the committee, my name is Herman E. Baggen- 
stoss. I am editor of two small weekly newspapers in east Tennessee, a small 
timberland owner, and a director of the Forest Farmers Association. 

I've taken time off from my business to testify before you, along with other 
witnesses from the Forest Farmers Association, because of the extreme impor- 
tance of the proposals to increase the minimum wage of 75 cents as now included 
in the Fair Labor Standards Act. 

Frankly, in appearing before you, I feel that I not only speak for myself but 
for the many persons in similar circumstances in my area—east Tennessee. 

As you know, this is not a thriving industrial area, but rather a mediocre 
farming section with row-crop agriculture and timber raising our principal 
sources of income. The Tennessee Valley Authority has done much to raise 
the standard of living in this section, but our average family income is still, I 
am sure, below many other sections of the country. 

Perhaps whoever made the proposals to increase the minimum wage may 
think that raising the minimum wage would help our section, and if such were 
the motivating force, the thought at least is commendable. 
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But after studying this matter carefully, I am sure any move to increase the 
minimum wage would only serve to worsen the position of the average small 
man in our area, Let me explain, if I may. 

The farmer owners are self-employed ; therefore, it will not affect them. Hired 
farm labor is exempt from coverage, so it won’t affect them, and our forest 
operations are usually such that the “12-man exemption” will exclude most 
employees. Where this is not the case, the minimum of 90 cents to $1 will tend 
to drive the marginal operators out of business, or at best cause labor-force 
reductions wherever possible. Most of the timber operators in our area, I might 
add, are working on a very small margin. Frankly, I don’t see how any of 
these actions can help improve our standard of living; on the contrary, I can 
see much that increasing the minimum wage would do to worsen our conditions. 

Furthermore, when the timber processors—the manufacturers—are forced to 
pay 20 to 334% percent more in all wages, for I am sure labor will even- 
tually force the maintenance of wage differentials—and that’s not unfair— 
then we'll receive less for our timber crops or pay more for the final product. 

Let me explain this further, if I may. Prices on finished southern lumber 
just can’t be raised at this time—western lumber and substitutes are already 
out-pricing it. Therefore, the sawmill man can’t raise the price of lumber, but 
he is forced to increase his wages. 

Some may say he can increase his efficiency—maybe that is true—but not 
20 or 334 percent overnight; maybe not that much ever. Then what’s 
left—he can pay less for his raw material or go out of business. 

In other words, gentlemen, the people in east Tennessee and many other rural 
farming and timber areas like our area are faced with the possibility—no, the 
almost certainty—of paying for this wage increase for labor, or losing our 
small industries and possibly both. 

We'll pay if in no other way than through increased prices passed on to the 
consumer. I can’t believe for a minute that the industries are going to pay— 
they'll naturally pass this increase on to the consumer—the small man. The 
man in the weakest position to pay, such as in our below average income farm- 
ing and timber area. 

Somehow we seem to have lost sight of the fact that someone is going to have 
to pay the bill for this wage increase. I am not an economist, but it’s just old 
commonsense that you can’t spend money without someone paying the bill. 

In addition, I doubt seriously if increasing the minimum wage without in- 
creasing the amount of goods and services will be of any material benefit to 
anyone, including the worker. 

Certainly, I believe raising the minimum wage will have results. In my opinion, 
it will have plenty of results. It will help create an inflationary trend. It will 
help promote increased small business failures, and unemployment of the least- 
qualified workers. It will take money away from the small man—the farmer or 
the ultimate consumer and give it to the skilled laborer, but he will also pay 
more for almost everything he buys. So, his gains are doubtful at best. That’s 
how this increase will work and how it’s going to be paid. 

Speaking for myself, my small east Tennessee community, and the Forest 
armers Association, I strenously object to the imposition of such an additional 
burden on our row-crop and forest farmers. Frankly, I don’t think raising the 
mininrum wage is fair because the little man—the one least able to stand such 
an extra burden—is going to be the one to pay for this increase. I don’t believe 
this situation is unique to my area, but I believe it will apply for farmers all 
over the country. 

I appreciate the opportunity to present this statement to the committee, and I 
appreciate your courtesy in hearing me. Thank you. 


Mr. Gwinn. I would like to ask one question. 

Chairman Barpen. Go ahead, Mr. Gwinn. 

Mr. Gwinn. I am going to ask the stock question now. 

You are not looking for an exemption for yourselves? 

Mr. Myers. No, sir. 

Mr. Gwinn. Do you believe generally in this Government attempt- 
ing to fix prices and wages and rents? 

Mr. Myers. I would say, sir, “generally no.” We can recognize that 
in some specific instances there may be a certain questionable value 
in certain action in that line, but generally speaking we believe that 
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wages should be set on productivity, and that every man should have. 
a chance to rise by his own efforts, qualifications and so forth. And 
it seems to us to be a very difficult question and a tough proposition 
to the businessman who is really trying to meet a payroll every week 
or every month, for someone to tell hin: how much he has to pay his 
labor, and then leave it up to him to either pay that or go out of 
business. 

And the whole basic concept of that seems out of line with free 
enterprise. 

Mr. Gwinn. When you talk about free enterprise down there -in 
Atlanta you mean free enterprise, don’t you? 

Mr. Myers. I think we do, sir. 

Mr. Gwinn. You do not mean to exempt anybody from the troubles 
and responsibilities and temporary hardships that come from read- 
justments in a free enterprise? 

Mr. Myers. I think that our folks would be willing to take their 
chances in a rough-and-tumble competitive situation. We are tim- 
berland owners, and some of our folks work as individuals and sell 
the produce. Tree farmers are what we are. 

r. Gwinn. You think that rough and tumble in a free enterprise— 
and I mean a genuine free enterprise, honest free enterprise-—— 

Mr. Myers. Yes, sir. 

Mr. Gwinn. Is less of a rongh-and-tumble business than depending 
on what the politicians may do from year to year. 

Mr. Myers. Well, sir, we recognize that Government performs a 
very important function. And certainly all of our folks want to 
comply with all of the rules and regulations and so forth. 

But it seems like it is taking an increasing amount of effort to 
comply and stay in business. And I think the vast majority of those 
I speak for really and sincerely want to comply with all of the rules 
and regulations, and to know them. 

Mr. Gwinn. Obviously, from what you say, you are not asking 
for a special exemption. And you have got to be just as solidly behind 
the free-enterprise idea for everybody, have you not? 

Mr. Myers. Yes, sir. 

Mr. Gwinn. Do you think that nearly everybody in the South 
believes in free enterprise? 

Mr. Myrrs. Yes, sir. We feel as-strongly as anyone in the country. 
I do not say we feel any stronger. 

Mr. Gwrnn. If we tolerate any management of our economy by 
Government such as subsidizing cotton and peanuts and corn and 
wheat, then we have got, logically, to admit that they will come over 
and subsidize the workers on the farm if they made up their minds to. 

Mr. Myers. Yes, sir. 

There is one point on that that deeply concerns us, whether or not 
any provisions have been made for the seeming unemployment in 
certain areas that will very likely occur if this increased minimum is 
put into effect. I think that definitely there will be an upsurge. It is 
very difficult to estimate the impact that it will have, but I certainly 
think there will be some. 

Mr. Gwinn. Don’t you realize it is a desperate, losing game for us 
to stand by and let the Federal Government manage some prices and 
rents and wages and trust to the Lord Almighty for some little help 
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from votes to exempt a few groups in the process such as the lumbering 
group? 

Mr. Myers. Yes, sir. 

Mr. Gwinn. Sooner or later they are going to get you, too, are 
they not ¢ 

Mr. Myers. It looks almost like you can’t win. All you can do is 
lose gracefully. 

Mr. Gwinn. You fellows are very ingenious in the South. Why 
don’t. you get together all these groups, those that are getting theirs, 
and the others that haven’t got theirs yet, and take the Federal Gov- 
ernment out of this business of managing our economy ! 

Chairman Barpen. Let me say to the gentleman we tried that one 
time in 1865, and it didn’t work. 

Mr. Gwinn. Do you ever think about the possibility of getting the 
Federal Government out of your hair, all of your hair down there? 

Mr. Myers. Well, I think, as Congressman Barden said, we tried 
that once, and we put up a fine scrap. But I think we are still fighting, 
to tell you the truth, in the more graceful way, I certainly feel. 

But very seriously, it is exceedingly difficult when the Government 
tells you how to run one part of your business, and then does not tell 
you-hew to make money. It is quite a trying thing on a businessman 
to tell him what he has to pay and then leave it up to him to make his 
money to pay it with. 

Mr. Gwinn. One other question because I want to get some conso- 
lation out of these hearings; I have gotten very little so far. 

Do you think that the people are in a mood, like the lumbermen, to 
take the rough-and-tumble chances of free enterprise? Do you think 
the people are in a mood in other fields of business? If everybody 
were put on a free basis again would they take their chances? Every- 
body? With the working of a free economy ¢ 

Mr. Myers. I am not an economist, sir, but my feeling is that, per- 
sonally, from what limited observation I have had, we are getting 
into an exceedingly complicated and complex matter. And it looks 
like the very people we are seeking to help are the ones we are hurting. 

Lf we are seeking to help the small man in this situation, we are 
hurting him. 

So, very apparently, I, as an individual, do not see how we could 
dos amy: worse the other way. And I would be willing to take the 
gamble. 

Mr. Gwinn. Do you think people are getting into that mood gener- 
ally, that they can take their gamble in a free enterprise again? 

ir. Myers. I hope they are. I would be inclined to think that they 
were. 

Mr. Gwinn. Even the folks that are getting subsidies on cotton? 

Mr. Meyers. Well, I am not an expert on agriculture. But I be- 
lieve that your farmers are very independent people. I believe the 
people have come in many areas—I believe in quite a few areas in 
the South—to realize that when they get something they always give 
something. They are giving up their freedom to act, their freedom 
to do, in exchange for a subsidy. And I do not believe that they are 
entirely happy with the continuous trend that has gone on. I believe 
if what we have accomplished in the past 20 years had been introduced 
as one measure at one time that it would have been almost unanimous- 
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ly defeated. Certainiy I believe it would have been defeated by pub- 
lic opinion. 

Mr. Gwinn. If it is wrong for one it is wrong for all, is it not? 

Mr. Myrrs. I think the thing that does the most good for the most 
people is very good. 

Mr. Gwinn. When you see Charlie Shelton and Cam Dorsey down 
there in Atlanta, if you do see them, tell them here is one northern 
Congressman who is glad to see the younger generation coming up 
here talking like they used to. 

Mr. Myers. Thank you, sir. 

Chairman Barpen. Mr. Elliott, I believe you wanted to ask a 
question. 

Mr. Exusorr. Mr. Chairman, I want to say that the gentleman has 
brought us some very well written testimony. I am sorry that toward 
the end of his testimony he apparently got off on the proposition of 
condemning the things that have mean so much to the growth of the 
South over the period of the past few years. 

I would judge probably that his forbears, like mine, spent a lot of 
time in the 1860's trying to do some of the things that they thought 
ought to be done. 

But I can hardly see, Mr. Myers, how a man can say that the sys- 
tem under which the South has grown so much in the past few years 
should be condemned. Personally I am for maintaining 90 percent 
of parity for the cotton farmer of the South. Personally I feel that 
the 75-cent minimum wage has meant a very great deal to the South. 
And because you and I disagree on the statements you have made here 
toward the end of your statement very much, is not going to affect my 
judgment about what we ought to try to do in this committee. 

The only thing I am interested in is seeing the South continue to 
advance. 

You lumber boys come in and say “We are against the principle of 
the minimum wage.” And you say that “We can’t raise it any more. 
If we do raise it any more we will all be put out of business, or a 
substantial number of us will be put out of business.” And you say 
that the small farmer, the tree farmer is having extreme difficulty with 
the prices he gets for timber now. 

I used to be a sawmiller. In 1927 I got my first job in a sawmill. 
I was a timber cutter. And we paid $2 a thousand at that time for 
timer on the stump. Today that same timber, if there is any as good, 
costs $35 or $40 a thousand in the same area. 

The things that have been happening in the South I cannot agree 
have been to the detriment of the South. I want to listen with pa- 
tience. But we have been growing pretty fast here over the period of 
these past few years. We have been doing, on a comparative basis, 
rather well. Our farmers are restricted in the amount of cotton that 
they can grow now, it is true enough. But, instead of selling that cot- 
ton for 4.75 cents a pound, as I sold it myself, they are getting about 
32, 33, or 34 cents a pound, or somewhere in that neighborhood. And, 
instead of wages being 15 cents an hour, as they were in the 1920’s at 
the sawmills and the lumber industry, they are now a minimum of 
75 cents. 

Now are you gentlemen going to rest upon the proposition that we 
cannot go any further, that no higher wages can be paid, that we have 
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reached the pinnacle of our development? Or are you going to tell us 
how we can go forward in the lumber industry and in the South, 
and do what ought to be done to increase the buying power of our 
people, and, consequently, the expansion of our economy ? 

Mr. Myers. Well, sir, I don’t know, naturally, all the answers to 
those questions. I have some ideas; and I might say this on agricul- 
ture. 

I do not propose to speak on parity or—— 

Mr. Ex.iorr. You just spoke on it. 

Mr. Myers. Or subsidies and so forth, except in a general way, that 
certain Government regulations seem to have, I think we can say, a 
definite value. 

As to the specific value of a specific support, I would not want to 
speak in any way as one qualified to speak on the cotton parity or 
something like that. I really do not know. 

But, as to subsidies in general as they may apply or affect the 
lumber or timber industries—and I want to say once more I am not 
speaking for the lumber or the pulpwood industries or anyone else, but 
we are the people that grow the crops of timber—I agree with you 
that the prices of timber have gone up very considerably. 

However, we are anxious to see them continue to grow. I think they 
have grown very well. I think that in some instances increasing the 
minimum wage would tend to reduce that growth. 

If our processors have to pay more for their labor and they are not 
able to A een more for their finished products, it seems to us that 
they will be able to pay us less for our timber, and it will keep the price 
that we will be able to get for that product down. It will tend to have 
a downward trend on it rather than letting it rise. 

If the lumber people could just tack another 15 cents a thousand on 
their prices, or another 50 cents per unit—I don’t know what effect 
this would have—if they could do that they might be able to maintain 
what they are paying us. But if they cannot do it, then I think it is 
quite logical that they are caught in a squeeze and someone is going to 
get eut. And we believe that it will the man that has the raw 
product to sell. 

And if all of the industry is caught in the same bind it would tend, it 
seems to us, to. leave them less money to pay for their raw materials. 

Mr. Exasorr. It did not work out that way before, though, did it? 

Mr. Myers, I am not entirely familiar with the previous history on 
it, sir. 

There have been some great changes in the lumber industry over a 
period of time. And 80 percent or more of your mills in the lumber 
industry today are small mills. 

I believe there will probably be some witnesses who will follow me 
who are much more familiar with the statistics on it. But the bulk 
of your lumber producers today, and the operators, are very small 
operators. 

We have a situation there that has developed since 1930 on that 
when they had the much larger mills. I know, for instance, they had 
a tremendous mill at Bogalousa, La., and various other mills of that 
same size over the country cutting several million board feet of lumber 
aday. And those plants just had to go. The economics just dictated 
that they could not stay. The timber was not there. The whole in- 
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dustry, the pattern of it has changed. So I really would not be able 
to answer that question right offhand. 

Mr. Exxsorr. Then we came to the small sawmills, and then we came 
to the 25-cent minimum, and then gradually 30 cents, and then 35, and 
then 40 cents, and then in 1949 we raised it from 40 cents to 75 cents. 

Now, the dire predictions you make about what is going to happen to 
the industry, I think, might be true if we fix this minimum too high. 
But I wee think that the minimum must be raised at this time, 
and I think it will be raised, and I think it would be much more helpful 
to us if you made suggestions about how it should best be done. 

You say no raise in the minimum. Well, the Senate has already 
passed a dollar minimum. The sympathy and the sentiment in this 
committee is for at least a 90-cent minimum. And if we pass a 90-cent 
minimum, and if we compromise with the Senate at our conference on 
o cents, that will be the wage, and what are we going to do from 
there ¢ 

Those are the things that I would like to have some information on. 

So far as I am concerned, I just cannot hide my head in the sand 
and say that is the end of it. 

Mr. Myrrs. No. 

I think, sir, that the peculiar paradox to us is that there ‘are very 
few people in the Nation today who are receiving a 75-cent minimum. 
And there are very few people in the business of raising timber who 
are not paying above the 75-cent minimum merely because of the strict 
competition for labor. 

We believe that the thing is rising of its own sheer weight because of 
the demand for qualified individuals, and that it seems to be rising 
rather rapidly, and the normal course of the matter, as it is developing 
on a competitive open-market basis, seems to be raising the price rather 
rapidly. 

en ae I believe that there is room for reevaluation. I think 
that is a part of our Government procedure. [| think it is very de- 
sirable to have a reevaluation from time totime. But I believe at this 
time that the general competitive situation has upped the wage be- 
yond the 75 cents. And a lot of the folks who are not making 75 
cents may not be worth it. 

I have an office staff and a very small office. I would qualify under 
the 12-man exemption. But if I didn’t I am thinking about this 
matter, that if a person is not worth what I pay them, if they cannot 
turn out the work that they are required to turn out, and I have to pay 
them a specific salary, and they are not worth that salary, they cannot 

roduce for me in exchange for what I am paying them, unquestionably 
f would have to get rid of them. 

Mr. Ex.iorr. What is the solution? 

Should there be an exemption in the wage-hour law for people of 
a certain age or for people of certain physical handicaps or something 
like that so as to allow the class of people which you mention to con- 
tinue to work? 

Mr. Mysgrs. Yes, sir. Those are some very real questions. And 
I certainly understand those, and we have thought about them. 

There is a very real matter in a great deal of your help in the 
South. There are older people who need money on the farms, labor 
that is very sorry, what we call sorry labor. It certainly is not worth 
a dollar an hour. And yet those people need the work probably worse 
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than anyone else. They actually need to work, or else they may go on 
State welfare rolls or unemployment insurance or something like 
tne But they would rather work. They may not be worth a dollar 
an hour. 

Someone would be willing to hire them if they could hire them at 
a lesser wage. There is the matter of apprentices. If a man wants 
to take someone into his shop to learn the business he may not be able 
to pay that’ person a dollar an hour. Or he may not be able to pay 
90 cents. The man may not even be worth 75 cents. And the boy may 
be interested in coming in just to learn the trade. 

Well, those things, I think, would merit consideration. Just 
exactly how it could be accomplished I don’t know. 

Mr. Exszorr. When do you think the new wage should take effect ? 
And when I say the new wage I am not boasting about it; I am just 
being realistic about it and trying to say to you what the sentiment 
of the committee and what the sentiment of the Congress is. 

When do you think the new wage, whether it is 90 cents or 95 cents 
or a dollar, should go into effect, Mr. Myers? Should it be placed 
in effect immediately? I have had several telegrams from people in 
the needle industry in the past few days who say that it should go into 
effect immediately. I have had several communications from people 
in other businesses who say that there ought to be an adjustment 
period, a sort of retooling period or something on that line, to give 
peas a chance to make the adjustments that will be necessary to 


¢ made before the new wage becomes applicable. 
Mr. Myers. Yes, sir. 


Well, on that, I am placed in the position of opposing a new wage 


and answering the question as to when it should go into effect. 

Mr. Exniorr. I understand your opposition. 

Mr. Myers. Actually, sir, I cannot help but get back to the con- 
cept that we are presently above the 75-cent minimum wage in 
almost all of our operations. Certainly anything that could qualify 
as large business is considerably above 75 cents. And most of your 
smaller people are through competition for labor, above the 75-cent 
minimum. They have to be. 

Mr. Roosvexr. Will the gentleman yield? 

Mr. Extiorr. Yes. 

Mr. Myers. And I would say this, Congressman, that I would 
certainly suggest a good long look at the situation before we put 
such a thing into effect. And if it must be put into effect it should 
be put into effect gradually. There is no reason in the world why 
a year or 2 years from now it could not be reevaluated again. 

Mr. Roosevett. Could you answer one question for me? 

Mr. Myers. Yes, sir. 

Mr. Roosevevr. If you are so far above it then it is not going to 
have much practical effect. So why do you want to delay it? 

In other words, if it went immediately into effect it would not 
do much harm. And the other people to whom it is important— 
at least they are telling us that it is important to them—they would 
have the help. But you, I think, have pretty well testified that it 
would not hurt you. 

Mr. Myers. Only in this respect, sir: if an individual is work- 
ing for 75 cents an hour and I am his supervisor and I make a 
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dollar an hour, that is fine. If that man is raised to a dollar and 
I am still his supervisor and I am still at a dollar and now he is 
at a dollar, I have very fair, I think, situation in which to go to 
my employer and say that I have more responsibility than this 
individual, I am a supervisory, he is one of the employees under 
me, I am responsible for him, and I want a considerable raise. 

It gets to be a matter of your wage differentials, sir. 

If he is at 90 cents now and his wage is upped even 10 cents to a 
dollar, it is going to affect the situation. It would only take one 
man in the organization 

Mr. Roosrverr. Do you think it would take you several years 
to make that adjustment ? 

Mr. Myers. Well, we were discussing that earlier. We do not 
think, naturally, that such a thing as that would happen over- 
night. But we do not see how it could keep from happening. 

Yes, sir; I think you are right. It would not be an immediate 
reaction, but it would be one that could happen very shortly there- 
after. I think it would have to. 

Mr. Gwinn. Will the gentleman from Alabama yield? 

Mr. Exxiorr. The gentleman from Georgia asked me to yield first. 
After that I will yield to you. 

Mr. Lanprum. Mr. Myers, I believe you are the second member 
from this organization, the Forest Farmers Association, to appear 
before the committee. 

Mr. Myers. Yes, sir. 

Mr. Lanprum. But, unless my memory fails me, the record is de- 
void of any detailed description of what your association is. I would 
like you to answer a question or two, if you will, about that. 

Mr. Myers. Yes, sir. 

Mr. Lanprvo. First, you say here that it is composed of 3,700 indi- 
viduals and companies ¢ 

Mr. Myers. Yes, sir. 

Mr. Lanprum. How do you go about getting the individual mem- 
berships in your organization ¢ 

Mr. Myers. Through active solicitation of timberland owners, sir. 

Mr. Lanprum. How much is a man required to own before he can 
be a member of your organization ¢ 

Mr. Myers. Actually there is no minimum requirement. 

1 think our smallest members—we have some that have, I think, 
as low as 10 acres in timberland who are members. 

Mr. Lanprum. Do you make an aggressive campaign, or have you 
made an aggressive campaign for membership / 

Mr. Myers. Yes, sir. 

Mr. Lanprum. How are these campaigns financed, your member- 
ship drives? By your organization / 

Mr. Myers. We are a voluntary, nonprofit organization. And they 
have been financed from our own operating funds. 

Mr. Lanprum. Wait just a minute. 

Where are “our own operating funds” coming from? Where are 
those funds that you te 2 to coming from? That is what I want 
to know. 

Mr. Myers. The way we break it down at present, about 80 percent 
of our membership consists of smal] timberland owners, 80 or 85— 
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] um not positive which. We have about 20 percent of our member- 
ship in large timberland owners. 

Mr. Lanprum. Still speaking of individuals now ‘ 

Mr. Myers. And companies. 

Now they are all timberland owners, though. The whole concept 
of our organization is built 

Mr. Lanprum. I own a little tract of mountain land that has some 
scrub timber on it. If I wanted to belong to your organization, how 
imuch would it cost me¢ That is what I am trying to find out. 

Mr. Myers. Yes, sir. 

It would cost you $3 a year basic fee, plus three-tenths of a cent 
per acre of timberland that you owned. 

Mr. Lanprum. And I pay that into your organization as dues? 

Mr. Myers. Yes, sir. 

Mr. Lanprum. All right; that rate applies to an individual land- 
owner as well as to a corporate landowner. Isthat right ? 

Mr. Myers. Yes, sir. 

Mr. Lanprum. It is from those funds that your organization is 
financed primarily ? 

Mr. Myers. Mostly, sir. 

We also put out a monthly magazine. And I doubt seriously if we 
show any profit on that. 

We have put out a manual. 

Mr. Lanprum. Does your magazine carry commercial advertising / 

Mr. Myers. Yes, sir; paid advertising. 

Mr. Lanprum. On farm and sawmill equipment, and so forth ? 

Mr. Myers. I happen to have a copy of it right here, if you would 
like to see it. 

Mr. Lanprum. Let’s continue this questioning « little further. 

While you are looking for that, let me ask you with particular 
reference to the North Georgia Timberland Co. Do they happen to 
be a member of your association ? 

Mr. Myers. No, sir; they are not. We have a number of large com- 
panies who are members. 

Mr. Lanprum. Do any of the large pulpwood mills contribute, or 
are thev members of your organization ? 

Mr. Myers. Yes, sir. We have quite a few of them who are mem- 
bers. And it is interesting to note that we have placed a maximum 
inembership. In other words, no one can pay into our organization 
more than $1,003. 

Mr. Lanprum. Then you charge him $3 per year plus three-tenths 
of acent per acre of timberland ? 

Mr. Myers. Yes, sir. 

Mr. Lanprum. Up toa thousand and what ? 

Mr. Myers. $1,003. 

Mr, Lanprum. Per year? 

Mr. Myers. Yes, sir. 

Mr. Lanprum. So when he pays at the rate of three-tenths of a cent 
per acre and pays in a thousand dollars, all he has got to pay in addi- 
tion to that is $3-a-year membership ? 

Mr. Myers. Yes, sir. 

Unfortunately, we cannot get any more money from them. But 
there is a very good reason for that. We do not want to be dominated 
by any large companies. 
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Mr. Lanprum. You say you are executive director of the Forest 
Farmers Association of Atlanw 

Mr. Myers. Yes, sir. 

Mr. Lanprum. Is this forest farmcurs association a national organi- 
zation ? 

Mr. Myers. Regional. 

Mr. Lanprum. Regional for the 15 Southern States you refer to? 

Mr. Myers. The 15 Southern States. 

Mr. Lanprum. When you speak of this as being of Atlanta, do vou 
refer to yourself as being in Atlanta ¢ 

Mr. Myers. Our headquarters. 

Mr. Lanprum. Your headquarters for the 15 Southern States 
region ? 

Mr. Myers. That is right. 

Mr. Lanprum. From whence do you come? Are you a native 
Georgian ? 

Mr. Myers. I am a native of Louisiana, a graduate forester from 
Louisiana State University. 

Mr. Lanprum. Louisiana State. I had the pleasure of attending 
there once. 

Go ahead. 

Mr. Myers. With a bachelor of science in forestry, and a master in: 
forestry, both from Louisiana State University. 

Mr. Lanprum. And you came to Atlanta to direct this activity ? 

Mr. Myers. We were originally in Valdosta, Ga. And from 1942 
until 

Mr. Lanprum. Let’s get the pronoun right. When you say “we” 
do you mean the association or you ? 

Mr. Myers. Both of us. 

Mr. Lanprum. You and the association ? 

Mr. Myers. The organization was founded in Valdosta, Ga., by a 
group of timberland owners in that vicinity in south Georgia who 
wanted to have a voice in matters that concerned their interests such 
as this situation here. 

Mr. Lanprum. That is exactly what I wanted to know, and I wanted 
the record toshow. I think it is important. 

Mr. Myers. Yes, sir. 

Mr. Lanprvm. I think it is important that men charged with the 
responsibility that we have know as much as possible of the background 
of those who are speaking to us and advising us, and know the source 
of their interest. 

Mr. Myers. Yes, very definitely. 

Mr. Lanprum. That is exactly what I am driving at. 

Thank you, Mr. Chairman. 

Chairman Barpen. Along with some of the hazards in a company, 
I just want to read a few figures as to what has happened’ to them in 
North Carolina and in my district during this present year. 

In April, in Hyde and Tyrrell Counties, there were burned over, 
and I mean burned over and burned up, 175,000 acres. 

In March, in Columbus County, 115,000 acres. 

In April, in the Croatan National Forest area, which: is:all around. 
my home—and I went down to look at it—60,000 acres. 

And in Beaufort County, adjoining me, 18,000 acres. 
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And when you go down and sit in your car and see fire burning in 
the tops out of pie trees 100 feet from the ground you can realize 
that the fellows he represents were wise when they got together to try 
to get some fire protection and some reforestation, and so forth. 

ow, of course, that land was owned by literally thousands of people. 
All they have to do is pay taxes on that land for about 20 or 25 more 
years and then they will have some more timber. So, sometimes we 
can oversimplify the problems of the other fellow as long as fire is 
an ever-present hazard, and, too often, a destroyer of what man has 
saved and paid taxes on and protected. 

Of course, you say when it hits it is too bad, it is too bad. 

Mr. Lanprum. Would the chairman yield? 

Chairman Barpen. But there are about a half million acres. 

Now you cannot explain that to a fellow from New York because he 
does not believe there are that many trees. He cannot understand 
that. 

Mr. Lanprum. Will the chairman yield é 

Chairman Barpen. Yes. 

Mr. Lanprum. I am sure the chairman does not mean—and I do 
not want the record to reflect—that my examination of the witness 
was to appear as antagonistic to the organization. 

I merely wanted the record to show what the organization is doing. 

Chairman Barpen. Oh, no. 

Mr. Lanprum. I agree with the chairman. 

Mr. Myers. You have a right to know. 

Mr. Lanprum. I wanted to develop what these associations have 
done and are continuing to do in a great job in the promotion of re- 
developing our forests, one of the greatest natural resources we have. 

In that connection, in Georgia are you today working with the indi- 
vidual landowners in helping them to reseed their land to pine and 
other timber adapted to growth on their lands? 

Mr. Myers. We as individuals are not. 

Mr. Lanprum. I mean your association. 

Mr. Myers. We are seeking to promote it in every way that we can. 

I say we, and I mean myself and several members of the Forest 
Farmers Association appeared before the Appropriations Commit- 
tee in connection with adequate funds for forest fire protection. And, 
incidentally, as Congressman Barden said, we have had some terrible 
fires not just in Georgia but in South Carolina and North Carolina 
and in Florida. And most of our work has been in an effort to get 
adequate funds for them. 

We have also worked to get forest fire insurance available. There 
is a firm in Columbia, S. C., who, in April of this year, had just started 
writing insurance on smal] proposes And one of our members who 
owns just a little over 200 acres bought the very first policy from them. 

Unfortunately, we are not sufficiently large to work with the small 
landowners, and maybe it is not too unfortunate. There are a number 
of folks already working with them. 

Mr. Lanprum. Do you make any contribution, financial or other- 
wise, to the small farmer in acquirimg seedlings and seeding his land, 
too? 

Mr. Myers. No, sir; not that way. But we do disseminate litera- 
ture to him and act as an information service for him—the members 
that are in our organization—through that magazine and through a 
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manual that we put out at cost covering all phases of forest activities 
and so forth. And we generally try to give him all the information 
possible on tax matters, such as the revisions to the new Revenue Code 
which are extremely important. It had previously extended capital 
gain provisions to the timber operator similar to other operations. 
And we let him know what those revisions were and how they affected 
him and so forth. 

Mr. Lanprum. Mr. Chairman, I will thank you if you will let me 
put in one more plug, and I will quit. 

Last year, in 1954, the State of Georgia, under the leadership of its 
State forestry department and other organizations, seeded more pri- 
vate land to pine trees than 46 other States combined. 

Chairman Barpen. Well, as the gentleman said earlier, he is a part 
of a great group of organizations, including both the State and the 
Federal Governments and county governments, in putting on a drive 
to develop what is one of the finest natural resources of that whole 
area. And that has just sprung into real action in the last 5 to 10 
years. 

Mr. Myers. Yes, sir. 

Chairman Barpen. But your talking about going before the Appro- 
priations Committee, that was not something given to the farmers. 
Close to a million dollars of this damage right near my home was done 
ona national forest. 

Mr. Myers. Yes, sir. 

Chairman Barpen. So it is good because for the Government to 
protect its own. And it does not do the Government any good to try 
to protect a piece of timber here unless there is some kind of protection 
for the adjoining property, because if it hits the adjoining property 
it comes right straight across. 

Mr. Myers. We work very closely with the United States Forestry 
Service. 

Chairman Barven. Are there any other questions ? 

Mr. Gwyn. I asked the gentleman from Alabama to yield for one 
question. ‘ 

I gathered, Mr. Myers, from the questions of the gentleman from 
Alabama, Mr. Elliott, that he assumed—and possibly you were assum- 
ing—that the southern pine industry has absorbed the artificial wage 
price impositions put on that industry up until now. 

Now the fact is, as I understand it, that your industry has been 
suffering as far as southern pine’s availability for building material is 
concerned, quite apart from pulpwood, very sharply. You are doing 
less business in the South in southern pine on the average over the last 
5 years. So the industry is declining in the face of the artificial price 
structure instead of rising, as I take the questions assumed to be the 
case. 

Is that not so? 

Mr. Myers. It might be because of that, Congressman. I think.cer- 
tainly that would be something that would be worth looking into. 

Mr. Gwinn. I did not attempt to ascribe the decline or the cause 
of the decline to the specific 75-cent minimum wage. I simply asked 
you for the fact. 

Is it not a fact in the last 5 or 6 years 

Mr. Myers. Its competitive position has worsened. Whether the 
national emergencies that we went through—and I don’t know; we 
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may be still in them—affected them or not I don’t know. But, spe- 
cifically, World War II and the Korean war may have boosted the 
market, and the dropping off of that market may be responsible for the 
present matter of being in a worse position now than they were several 
years ago. I mean a worse position marketwise. 

Mr. Gwinn. Aside from pulpwood. 

Mr. Myers. Yes, sir. 

Chairman Barpen. Thank you, Mr. Myers. 

The committee has pretty well worked you over, and overtime, too. 
You have made a splendid witness, and we are glad to have had you. 

Mr. Myers. Thank you, sir. 

Chairman Barpen. Mr. Vick? 

Will you identify yourself for the record, Mr. Vick. 


STATEMENT OF W. T. VICK, PRESIDENT, ALABAMA FOREST 
PRODUCTS ASSOCIATION 


Mr. Vick. My name is W. T. Vick. I am president of the Alabama 
Forest Products Association with a sealaiceilies of 810 engaged in the 
production, manufacture, and harvesting of southern timber and tim- 
ber products. 

Our industry is made up of many small operators. There are a few 
of these operators who could be called large. Natural circumstances, 
which will be explained later, force our industry to be small scale. 
We are among those small-business men the Congress has repeatedly 
shown a sympathetic interest. 

Our plants operate, some, full time, some part time, and some only 
during the off season in farming. 

There are more than 2,000 of these small portable mills who move 
from valley to valley and from hilltop to hilltop to harvest the small 
tracts of timber that are owned largely by our farmers. They not 
only furnish the farmer a market ‘for the timber he produces but 
furnish the farmer part-time employment. In fact, more than 50 
percent of the workers of this industry live on farms and supplement 
their farm income by finding employment in the wood-using industry 
operating in farm communities. 

The manufacture of lumber by small mills in the southern lumber 
area is very closely related to agriculture and very closely tied to the 
economic life of the farmer in the rural area. 

More than 22 million acres of Alabama’s total 33-million-acre area 
have been classed as commercial forestland; slightly more than two- 
thirds of Alabama’s acres are devoted to growing timber. Most of this 
timber is in small tracts, and approximately 67 percent of this timbered 
area is owned by farmers and small landowners. 

Through the Alabama Forest Products Association and other edu- 
cational agencies cooperating, we have made the public aware of the 
need for good forestry practices such as the Keep Alabama Green 
program, woodlot conferences, tree farm program and proper forestry 
practices which, together, have improved forestry conditions in our 
State, and now timber and timber products constitute the largest and 
most important segment of our Alabama economy, giving full-time 
and part-time employment to more than 100,000 men and women. 
One man out of of every four employed by industry in the State of 
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Alabama derives his livelihood from some type of forest products 
employment. 

Our industry operates on a very small profit margin. We feel 
that we gamble when we buy tracts of timber or a yard of green 
lumber which we expect to cut or sell even 6 months later. You 
will be shown a graph by Mr. Bennett which emphasizes the sensi- 
tivity of our present-day lumber market. You readily appreciate 
the serious difficulties that these small mills run into when their 
finished products drop 10 or 15 percent. 

There are certain fixed costs in manufacturing lumber, such as 
depreciation of equipment, taxes, insurance, overhead, and statutory 
minimum wages. 

If minimum wages are raised to a point where they become impos- 
sible burdens to the industry, then industry and labor will suffer 
irreparable hardships. 

At present farmers are enjoying the best market for their timber 
ever experienced. In fact, competition for logs and labor has been 
so keen that many of our small-mill operations have gone broke and 
passed out of the picture even in the midst of the greatest building 
boom in the history of the Nation. 

A careful survey by the Southern Pine Industry Committee shows 
that the overall profit in the southern pine industry last year was 
only $3.97 per thousand. and 25.9 percent of our industry members 
lost money last year. This survey is composed of the better mills. 
In my opinion, the percentage will be much higher when we include 
the small mills. It takes very little vision to know what will happen 
to this industry if the statutory minimum wage is increased by 3314 
percent when 44.7 percent of the total realization from the finished 
product is paid to our labor. 

Gentlemen, you should consider that this same industry survey 
shows that 76 percent of our employees are unskilled. Yet they re- 
ceive for their efforts more than 40 percent of the total realization 
of the finished product. 

According to the records of the Alabama Forest Products Asso- 
ciation with its 810 members, more than 40 percent of these small 
operators were forced to close down during the slump in lumber prices 
in 1953 and 1954. 

Some people will ask why these small mills do not avail themselves 
of labor-saving devices. Gentlemen, the fact is that the majority 
of these small-mill owners are not financially able to procure and 
install labor-saving devices. If they were financially able, the fact 
that they are almost constantly on the move from one valley to the 
next valley and one hilltop to the next hilltop in the harvesting of 
this timber precludes any thought of the installation of labor-saving 
machinery. They must use labor. 

It is my considered opinion that an increase in the statutory mini- 
mum wage at this time will destroy the jobs of the workers whom 
you are trying to help. I am for high wages and I pay my own men 
an average wage of 86 cents per hour. That includes overtime. 

My own business is considered average size for a concentration 
yard. I assure you I am not an economist and soon become confused 
when I attempt to study their reports, but I do believe I know the 
ups and downs in the lumber business. I started out a small, rough. 
green operator, and have worked up through the ranks, and I am most 
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sympathetic with the low-wage earner. Yet we are faced with the 
problem of what we can-and what we cannot do. 

I am forced to assist in financing most of the small mills who sell 
me rough green lumber. But these people are my friends, they bring 
their problems to me, they are my neighbors living on adjoining farms. 
The small operator pays his labor today all that he can afford; his 
employees are satisfied. And my company, in turn, pays these smal] 
operators all we can for this unfinished product. It is disturbing 
to them to think that it might be impossible for their employer to 
operate under an increased statutory minimum wage which he cannot 
afford to pay. 

I question the motive of some of the proponents of the high mini- 
mum wage, 

When we consider that some 48 bills are now before the Congress 
advocating an increase in the minimum wage, some say 90 cents, some 
$1, some $1.10, some $1.25, and some $1.35, gentlemen, we are forced to 
the conclusion that the advocates of the increase in this minimum 
wage do not themselves know what the wage should be. Obviously 
they are reaching up into thin air and pulling out a figure. A matter 
of such great importance to an industry, as important as the southern 
lumber industry, should be given very, very careful consideration. 

One Congressman appearing before your committee stated, in sub- 
stance, he was for $1.25 minimum in the hope it would discourage 
industries from moving South. 

I ask you, gentlemen, if it is fair and just for those who know 
nothing of the economic conditions of an area such as ours to impose 
a minimum wage it is not able to absorb. 

It is true that many manufacturing plants in the State, such as tex- 
tiles, primary metals, and others are now paying more than 90 cents 
per hour. Employment is high; anyone with any skill or training can 
command $1 or more per hour now. I again remind you that 76 
percent of our employees are unskilled. 

I can tell you who it will destroy: Small industries trying to get 
started—these little neighborhood plants feeling their way, trying to 
give employment to that large segment of labor in the South—the small 
farmer—of which Alabama has over 200,000. They live on their 
farms but with limited acreage in cotton and peanuts they must find 
a supplemental income. 

Community chambers of commerce and business people in other 
States are searching for some small industry that will give their 
people a part-time job, or, as quite often the case, the husband, wife, 
or some other member of the family works in the plant while the farm- 
ing operation is carried on by the other members of the family. Our 
industry is providing for this type of assistance in our State. We beg 
of you not to upset our now well-balanced economy. 

I question the need for raising the minimum wage at a time when 
employment is at an all-time high. There is strong competition for 
copa and skilled workers and at a wage well above the present 
minimum. It is a far different economic situation now than it was 
in 1938 when this program was first enacted. At that time there were 
hordes of unemployed and competition for jobs was terrifi*. Then 
in 1950 when the minimum wage was increased to 75 cents most 
employers were paying an average of 63 cents at that time. The 
Korean conflict following immediately made it possible to absorb the 
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75-cent minimum without any difficulty. Do we foresee another war 
in the making? It certainly will be needed if many small industries 
in the South are to remain in production. 

Let’s be realistic. Suppose the opposite occurs. Will not the high 
minimum mean only one thing—loss of jobs—by the thousands of saw- 
mill workers? TI assure you this will happen in the wood-using 
industry. 

I question, too, if we believe in free enterprise as much as we claim 
to. Or are we embracing regulated socialism? The fixing of statutory 
minimum wages for political expediency certainly approaches the 
latter and embraces those things that we proclaim to fight. 

If there were need for a floor under wages would not the State recog- 
nize it and take action without it being forced upon a section of the 
Nation having an entirely different economic problem than those in 
other sections who, in this case, are more concerned about forcing it 
upon an area not ready to absorb such high minimum ? 

Those advocating higher minimum wages say we can pass the 
increase in cost on to our customers. We do not believe this possible 
because substitutes in ever-increasing quantities, some of which are not 
subject to the Fair Labor Standards Act, are making inroads on our 
lumber market. And higher prices for lumber would certainly encour- 
age the use of more substitutes. Importation of lumber procured by 
cheap labor abroad and with no import duty (first quarter of this year 
our imports were near 1 billion feet, indicating almost 4 billion for the 
year; our export for 1954 was less than one-half billion) is another 
threat to our lumber market. 

Increasing the statutory minimum wage for political expediency 
is in no way related to man-hour productivity, but should be related to 
the particular enterprise, and left to collective bargaining by employee 
and san ick 

A policy of ever increasing the minimum wage creates inflation and 


harms rather than hein low-income families. 
] 


Furthermore, it will promptly lead to a Government guaranty of 
minimum price for the product produced, or Government controls of 
industry and regimentation of labor. 

Gentlemen, T hate attempted to give you a picture of conditions in 
our forest products industry and the probable consequences of a high 
minimum wage. I have with me some gentlemen who will give you a 
report on their own mill operations and how they will be affected by 
an increased minimum wage. 

Thank you. 

Chairman Barpen. Mr. Vick, you say you buy these products from 
the small operators? 

Mr. Vick. Yes, sir. 

Chairman Barpen. Have the folks that you sell to given you any 
indication that they intend to raise the price that they are paying you 
for your product? 

Mr. Vick. Yes, sir. 

Chairman Barpen. To the extent that they would justify you in 
absorbing this 33 percent raise? 

Mr. Vicx. They have estimated that it will increase their cost by 
$8 to $10 per thousand. That is the small, rough, green mills. 
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Chairman Barpen. Are you going to continue to pay the small, 
rough green mill and the small-timber operator the same price that 
you are paying for it now ? 

Mr. Vick. Well, competition would take care of that. I would 
not be able to buy it at a price that they could not produce it for. 

Chairman BarpENn, What I am trying to say is where is this loss 
going to hit? 

Mr. Vick. That is the problem that I have not solved. We have 
been making a survey of our plant and installing fork lifts and 
conveyors and different methods of handling lumber. And we think 
we can eliminate about 10 or 12 men out of a total of 64. 

Chairman Barpen. How is that going to help? What are those 
10 or 12 men you are going to fire going to do? 

Mr. Vick. I don’t know. 

Chairman Barpen. How is the fellow who does not have a fork 
iift and the capital to put in the improved methods—and I am now 
speaking of the small rough operator that you are talking about— 
voing to take care of the situation ? 

Mr. Vick. Well, we had a situation similar to this in 1950. But 
the Korean war raised the price of lumber, which helped to absorb 
that. But the ones that could not adjust went out of business at that 
time. 

Chairman Barpen. Unless you have some lift in your lumber mar- 
ket, a considerable lift commensurate with the increased cost of pro- 
duction, it can only mean one thing, and that is those small operators 
just go out. Is that not right? 

Mr. Vick. Yes, sir. 

Chairman Barpen. And when they go out, then you won’t need 
even the 50 men out of the 60 you now have; will you? 

Mr. Vick. No, sir; I would not. 

Mr. Boscu. Mr. Chairman, I would like to suggest that we have 
a rolleall on a resolution on the floor. 

Mr. Ex.iorr. That is the second call. 

Chairman Barven. Well, gentlemen, can we not come back here at 
2 o'clock ? 

Mr. Exxiorr. I would suggest 1:30, Mr. Chairman. 

Chairman Barpen. Let us return at 1: 30. 

The committee will recess until 1: 30. 

(Whereupon, at 12:20 p. m., the committee was recessed, to be 
reconvened at 1: 30 p. m., this same day.) 


AFTERNOON SESSION 


(The afternoon session reconvened at 1:30 p. m.) 

Chairman Barpen. The committee will come to order. 

Mr. Vick, I believe you had completed your statement. 

Mr. Elhott. 

Mr. Exxiorr. Mr. Vick, I notice in the beginning of your statement, 
here, you say your membership, that is, the membership of the Ala- 
bama Forest Products Association, number 810; and later in your 
statement you say that there are all together approximately 2,000, 
or in effect you say there are approximately 2,000, of the small saw- 
mills that move around. 
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Can we draw from that that your association represents about half 


of the lumber manufacturing industry in Alabama? Is that approxi- 
mately correct ? 


STATEMENT OF W. T. VICK, PRESIDENT, ALABAMA FOREST 
PRODUCTS ASSOCIATION—Resumed 


Mr. Vick. I think about 60 percent of the total capacity. 

Mr. Exxrorr. And you are in the lumber business yourself, oper 
ating at Hamilton, Ala. ? 

Mr. Vick. Yes, sir. 

Mr. Exxiorr. What is the minimum wage paid by you at this time, 
Mr. Vick? 

E Mr. Vick. Our average wage, including overtime, is 86 cents an 
our. 

Mr. Extiorr. About 86 centsan hour. I think you misunderstood a 
question that was asked you before you went to lunch; the question 
being whether you knew now of any place that you could absorb an 
added increase in the cost of lumber of $8 or $10 per thousand. And 
you answered in the affirmative. 

Just. in fairness, I do not think you meant to answer it that way. 
I think you misunderstood the question. 

Do you care to comment on that? 

Mr. Vick. I thought I was asked if we would have to pay the rough 
green mill more money for the lumber. And I answered that by 
saying that I thought we would have to pay them $8 to $10 per 
thousand more. 

Mr. Exxiorr. If the minimum were $1? 

Mr. Vick. Yes. And I do not know how I could raise the selling 
price of lumber now. 

Mr. Ex.iorr. So as to meet that increased cost that you mentioned, 
there ¢ 

Mr. Vick. Right. 

Mr. Exxiorr. Well, now, I want to compliment your association 
on the accomplishments that you are making, that you mentioned here, 
in your “keep Alabama green” program, because I think it has meant 
a very great deal to Alabama and will continue to do so. 

I have read about your woodlot conferences, which you mention on 
page 2, your tree-farm program, and your forestry-practices program, 
all of which you mention on page 2. And I think that is a very worth- 
while objective for your association, and I think you are accomplish- 
ing great good. 

And with that as a background, I want to ask you whether or not, 
Mr. Vick, you feel that the program of reforestation that is being 
carried on by the mills in Alaheras, and in many instances by the 
farmers, is up to the point now that you are reforesting at a faster 
rate than timber is now being cut. 

Mr. Vick. According to the last estimate we had by the United 
State Forest Service, we are supposed to be growing slightly more 
timber than we are consuming. 

Mr. Exxiorr. Mr. Vick, do you have any recommendation to make 
to the committee with respect to the time that any minimum that may 
be passed will go into effect? I made the statement this morning, and 
I have made it several other times, that I want us to be reasonably 
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practical about this thing. I think we have just got to realize that 
the Congress is going to fix a minimum of 90 cents, 95 cents, or $1. 
I think that is the range right there, that it will be one or the other 
of those figures; and what the figure will be I do not know, but it will 
be somewhere in that neighborhood. 

Now, that being true, would you have any recommendation to make 
to the committee as to the time the new minimum might go into effect ? 

Mr. Vick. I think that we would want the maximum possible time to 
retigure and resurvey our plants, have time to install laborsaving 
machinery, and if possible, to make adjustment in our selling price. 
And if that could be delayed until the first of the year, until the west 
coast operations slow down from bad weather, I think that we could 
more successfully adjust to it at that time than we could now. 

Mr. Exxiorr. Do I understand that you are telling the committee, 
here, that you feel, on behalf of yourself as an individual and on 
behalf of the vast majority of the 810 saw-milling operations that 
you represent, that an increased minimum, whether it be 90 cents, 
95 cents, or $1, is going to work a very considerable impact on the 
lumbering industry in Alabama, and that you feel, because of that, 
that we » Baas take that fact into consideration and give the indus- 
try some time to make the necessary adjustments that you will have 
to make, if the minimum is raised ? 

Mr. Vick. That is right. I do feel that we have quite a few mem- 
bers that will not be able to stay in business under present conditions. 
They don’t have the technical know-how to meet the competition that 
we have right now. 

But a majority of our members, I think would continue in oper- 
ation if we were given the first of the year, or if we could have a gradu- 
ated scale up to what you decide the minimum should be. 

Mr. Exxiorr. We have heard something else about graduated scales 
in the hearings, here. What would you suggest along that line? 

Mr. Vick. I am not speaking for the association, but personally, 
If we could begin at 90 cents and then maybe over a 2-year period go 
up to the dollar, personally I would survive it. But I am not speak- 
ing for the association when I say that. 

Mr. Exxiorr. In other words, that is your personal opinion? 

Mr. Vick. That is my personal opinion. 

Mr. Exuiorr. Well, now, Mr. Vick, do you have any further rec- 
ommendations to make to the committee other than these contained 
in your very well-written and spoken statement, which you left with 
us this morning? Is there anything else that occurs to you? I am 
anxious, because I recognize you as one of the leaders in the forestry 
industry in Alabama, and as a citizen of the congressional district 
which I have the privilege of representing, I want your viewpoint 
upon this matter to be spread upon this record to the very fullest extent 
so that we can have the benefit of it as we come to consider this prob- 
lem. And is there anything that you have left out of your state- 
ment that you think you ought to call our attention to other than the 
things I have mentioned since I have been questioning you here? 

Mr. Vick. No; other than that we do realize that our economy is 
expanding, and that wages have increased in other industries, maybe 
more so than lumber. I don’t know if it is lack of technical know- 
how or just what the problem is, but they have not kept pace with 
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what the situtaion has been in steel or textiles, or something of that 
nature. And we are not for just a fixed wage from here on out. We 
realize our economy has got to expand, and we want to meet that 
challenge and go along with it. 

Mr. Exxiorr. Now, Mr. Vick, here is one additional thing that I 
was about to forget, myself. Much has been made here in these hear- 
ings in recent days about the 12-man exemption in the woods, which 
actually applies, as I get the picture, to the pulpwood industry and 
is a very valuable adjunct to that industry. But insofar as the small 
sawmill industry is concerned, that exemption, as I understand it, 
has for all practical purposes no effect whatsoever. Is that correct? 

Mr. Vick. That is true. As to most of our small portable mills 
now, we advise them to limit their crew to nine men. And they have 
4 men at the mill, and the other 5 in transporting lumber to the con- 
centration yard, cutting timber, logging, and so forth. And they are 
not able to differentiate between what to pay the sawmill and the 
logging operations. They pay the same wage to all. 

Mr. Exxrorr. Under the present Jaw, the sawmilling operation itself 
is covered by the minimum wage, whatever it may be. 

Mr. Vick. Right. 

Mr. Exttiorr. And with a 9-man crew, half of whom are operating 
that mill and the other 4 or 5 of whom are in the woods cutting timber, 
you certainly would not get away with paying these boys operating 
the mill 75 cents an hour, if that is what you were paying them, the 
minimum, and paying these loggers over here in the woods 50 cents 
or 60 cents an hour, would you ? 


Mr. Vick. That is right. We have seven logging crews and they 
are paid the same wage as our plant employees are paid. 


Mr. Exxiorr. That isall, Mr. € 

Chairman Barpen. Mr. Wier. 

Mr. Wier. I do not think I need tell you, from Alabama, that you 
have a very capable representative here. And because of his ability 
to defend his people and fight for his people, I am not going to get 
messed up down in Alabama. 

Mr. Exxiorr. Thank yon very much. 

Mr. Vick. Weare very proud of him in Alabama. 

Chairman Barven. Mr. Metcalf? 

Mr. Mercatr. During the last few days in these hearings, there have 
been comments that people from Alabama and some from Louisiana, 
and, the other day, from Mississippi, did not: feel that they were 
getting full representation, and this is the first time they had been 
heard, and so forth. And I want to assure you, just as Congressman 
Wier of Minnesota has, that you have a very articulate spokesman for 
your industry in Alabama in Congressman Elliott. And Mr. Thomp- 
son of Louisiana, for instance, has come in and spoken to me about 
the problems of his industry and the problems of the forests and the 
pulpwood people in his area. And I want to assure you people from 
the timber industry in the South that I come from an area where there 
is also timber harvested, in the Northwest, a very different area. But 
your Congressmen have very thoroughly informed me of the problems 
and supplemented the hearings that we have had in the last few days. 

Mr. Vicx. Thank you. And we appreciate the fine job they are 
doing for us. 

Mr. Wier. Jet me ask one question. 


hairman. 
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Do you have organization down in this area at all? Union? 

Mr. Vick. Part of our members are union, but most of them are 
not. 

Chairman Barpen. Mr. Bowler? 

Mr. Bowter. I have no questions. But I will say this, Mr. Chair- 
man. It is pretty hard for me to get around to attend these meetings. 
But I was advised to be here today, and I want to say that I have great 
respect for the witnesses who have appeared today. 

Chairman Barpen. Let me say this, Mr. Bowler. You probably 
attend sessions under greater difficulties than anybody on the com- 
mittee. And yet I do not know of anyone more prompt in attend- 
ance and more regular in attendance on the committee. It sometimes 
embarrasses me that, soon after we get in, the bells will break up the 
meeting. And it must be almost irritating to you to have to have that 
experience. But I tried to express the feeling of the membership yes- 
terday afternoon a little bit. I find practically all the chairmen in 
the House haye been to me since yesterday afternoon thanking me for 
saying what I did say. So I evidently was speaking the sentiment of 
some other folks. 

Mr. Landrum ? 

Mr. Lanprum. In regard to one question the gentlemen from Min- 
nesota asked you, you make no distinction about the wage paid to your 
men whether they are union members or not, do you / 

Mr. Vick. My plant is not union. 

Mr. Lanprkum. You have no union men in your plant? You : 
speaking from an organizational standpoint ¢ 

Mr. Vick. We have some truckdrivers that are union, but they re- 
ceive the same wages as everybody else. 

Mr. Lanprum. Would that be generally true throughout your or- 
ganization, that the union men and the nonunion men receive the 
same wage ¢ 

Mr. Vick. I think that would be true; that the wages are fairly uni- 
form throughout the industry in the State. 

Mr. Lanprum. Of course, I must join the rest of my colleagues here, 
and enthusiastically so, in commending your own Representative and 
my neighbor—I have lived as a neighbor to you down there—and I 
will say the only objection I can find to him is that he is trying to 
nose over into our chicken business. We want to keep him in the lum- 
bering business. 

Mr. Vick. We appreciate that. It will give us some market for 
lumber if he extends his activities. 

Chairman Barpen. Mr. Vick, as I understand your operation, your 
business is in a position to buy additional equipment, labor-saving 
devices ? 

Mr. Vick. Yes, sir. 

Chairman Barpen. How much does one of these forklifts, I believe 
you call them, that is, a truck on rubber-tired wheels that moves up 
to a pile of lumber, say a half or a quarter truckload of lumber, and 
lifts it, and can set it on a truck, cost? What do those machines cost ? 

Mr. Vick. We just installed one last week. This machine was built 
in Danville, I1l., and delivered to us for about $10,200. 

Chairman Barpen. $10,200? 

Mr. Vicx. Approximately that. 
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Chairman Barpen. Now, that is on wheels? 

Mr. Vick. Yes, sir. 

Chairman Barpen. It moves around over the yard ? 

Mr. Vick. Right. 

Chairman Barven. That machine will save about, on an average of, 
eight men’s work, will it not, in piling lumber or transporting it? 
In other words, you can take that lift and with four passes at a big 
truck you can load it, can you not? 

Mr. Vick. Yes, sir. 

Chairman Barpen. Well, now, how many men or how many hours 
of labor, hand labor, would it take to take that lumber from the pile 
and load it onto a truck? 

Mr. Vicx. It would take 4 employees about 214 hours. 

Chairman Barpen. Well, that is 10 hours. 

Mr. Vick. And I can load it with the lift in about 15 to 20 minutes, 
with 1 employee. 

Chairman Barven. Well, now, this lift will displace at least three 
men. Because you will have to have an operator for the truck. 

Mr. Vicx. Yes, sir. 

Chairman Barpen. Now, that machine, at $10,200, costs in many 
instances more than the entire plant of what is known as a “pecker- 
wood” sawmill. 

Mr. Vicx. Yes. That is not only used in combination with a saw- 
mill, but it is used in the concentration yard of a planing mill, 
also. 

Chairman Barpen. Oh, yes. It is not only going to displace three 
lumber loaders. It will displace men in its range of operation, in 
your planing mill, on your yard, in concentrating the lumber, and 
then loading it on trucks. I did not mean it will only displace three 
men. It will displace men at the points of operation all over the 
yard. 

Mr. Vick. Yes, sir. 

Chairman Barpven. Now, these small sawmills range all the way 
from a farm tractor with a pulley on it to a small diesel, up to steam 
and larger diesels. Is that correct ? 

Mr. Vicx. Yes. 

Chairman Barpen. Now, those small plants that cut, say, ten or 
twelve thousand feet a day take into consideration your carriage, 
the tractor and the machinery connected with that, including the saw, 
and the whole thing will not cost as much as that one machine lift 
that you have. 

Mr. Vick. No, sir. Thesmaller ones would not. 

Chairman Barpen. So that is how wide the range is between a smal] 
producer of rough lumber and the operation of the kind that you are 
carrying on. 

Mr. Vick. Yes. 

Chairman Barven. Now, Mr. Vick, you have impressed me as being 
a practical, kindly disposed man, accustomed to dealing daily with 
practical problems that you must work out yourself. Now, if you 
were simply inclined to be selfish, looking after yourself only, and not 
concerned with anybody else but yourself, you are in a fairly good 
position to purchase labor-saving devices that would displace enough 
men to cut down your payroll to the point that you could very likely 
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carry on your operation, if you were given a little time to adjust 
yourself ¢ 

Mr. Vick. Yes, sir; I believe so. 

Chairman Barpen. And if you were still selfish, what it would re- 
sult in would be that when all the little mills around disappear you 
could set up a higher standard for the type log brought to you. You 
could say, “I will not cut a log or will not buy a log less than such-and- 
such a size.” In that way, you could probably produce a better grade 
of lumber, after something had killed off the little mills, could you 
not ¢ 

Mr. Vick. Yes, sir. 

Chairman Barven. And then you could charge a higher price for 
that better grade of lumber, could you not ? 

Mr. Vick. Yes, sir. 

Chairman Barpen. But you would feel like an awful individual liv- 
ing in that community if you did that, would you not? I mean, if you 
set about to bring about your own preservation by destroying the 
smaller mills who are operating now. You would not feel good about 
doing that, would you? 

Mr. Vick. No, sir. 

Chairman Barpen. But if they go out, and you stay in business, you 
are either going to have to do just that, or the lumber market has got 
to go up from where it is, is that not right ? 

Mr. Vick. Yes, sir. Of course, we believe in facing the competition. 
We will take our chances. And it is just a survival of the fittest. 

Chairman Barpen. And that is what it will be if it goes down to 
that point. 

Now, you made a statement that impressed me. Back yonder in 
1940, when the jump in the wage went in, we had World War IT come 
in, did we not ? 

Mr. Vick. Yes. 

Chairman Barpen. You could get almost any price for lumber. It 
was not a question of what you could sell it for. It was a question of 
getting it, was it not? 

Mr. Vick. During most of that time, the price was regulated by 
Federal legislation. 

Chairman Barpen. I am talking about when it first jumped in. 

Mr. Vick. Oh, yes. 

Chairman Barpen. And then the Federal Government regulated it 
and said, “You cannot make but so much.” 

Mr. Vick. Yes, sir. 

Chairman Barpen. And the Federal Government was a tremendous 
purchaser of that lumber in building camps, was it not? 

Mr. Vick. Yes, sir. They would take all that was produced. 

Chairman Barpen. All right. The impact from the wage-hour in- 
crease did not bother anybody then, did it? 

Mr. Vick. Well, I was not too familiar with it at that time, but 
apparently everybody adjusted to it. 

Chairman Barpen. Well, they prospered. 

Mr. Vick. Yes, sir. 

Chairman Barpven. Then in 1950, or 1949, when the next lift came 
in, in the wage-hour, the wage-hour increase went in in January 
and the Korean situation popped in June. And then the wartime 
economy took over again, did it not? 
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Mr. Vick. Yes, sir. Well, in the latter part of 1948 and 1949, an 
awful lot of mills went out of production. There was another con- 
centration yard that operated in my town that went out during that 
time. 

Chairman Barven. That was after the close of World War IT? 

Mr. Vick. Yes, sir; in 1948 and 1949. 

Well, we came along with an increased minimum wage, and then 
the Korean conflict came and the demand for lumber was so great that 
there were not enough mills in operation to supply the demand. So 
the price shot way up again. And we were able to go along there 
all right, because so many people had gone out, and there was a 
demand for everything you could produce at profitable prices, regard- 
less of the higher minimum wage. 

Chairman Barpen. Now, at the present time, if this minimum wage 
goes into effect, say, January 1, do you see any upsurge in our economy, 
or any necessity, or anything that would make lumber prices go up 
$10 a thousand, that is, with the people you sell to? 

Mr. Vick. No, sir. I do not. 

Chairman Barpen. Now, if you had another war—and God forbid; 
you certainly would not hope that any such terrible thing would exist— 
and the demand was the same as it was immediately following the 
declaration of World War II, or immediately following the Korean 
situation, you would not even feel the impact, would you? 

Mr. Vick. No; we would be able to absorb. 

Chairman Barpen. You would get along all right. 

Mr. Vick. Yes, sir. 

Chairman Barpen. But I am wondering if it is not troubling you 
now to try to figure out what will come along and take care of the 
situation when this sudden impact hits you. That is what is troubling 
you, is it not? 

Mr. Vick. Yes. But, of course, the lumber business is always beset 
with problems. And we are accustomed to problems. But this prob- 
lem is of the most concern of anything I have faced since I have been 
in the lumber business. 

Chairman Barpven. Well, now, Mr. Vick, you say that you have 
already figured out, in surveying your plant, where you think you 
can discharge, or get rid of, 10 employees. 

Mr. Vick. Yes, sir. 

Chairman Barven. If you are forced to that position, you are going 
to try to retain your best employees, are you not? 

Mr. Vick. Yes, sir. 

Chairman Barpen. Well, that means the one that probably needs 
work the worst will be one of the first to go. 

Mr. Vick. Well, I would say it would be the ones that are least 
capable of getting employment elsewhere. 

Chairman Barpen. Yes; that is what I mean. 

All right. Then, if you are faced with that situation, the 10 or 
15 men that you displace and put on unemployment for your own 
preservation will be multiplied many times by the smaller mills, who 
do not have the possible or potential protection that you have in the 
way of capital and purchasing of labor-saving devices, and so forth. 
That means that the 10 or 15 you put on unemployment will be mul- 
tiplied many times by those smaller and less capable. Now, is that 





AMENDMENT TO INCREASE THE MINIMUM WAGE 883 


not just a practical, honest. summation of the situation confronting 
that area ‘ 

Mr. Vick. Yes; that is the way I see it. 

Chairman Barpen. And I imagine you would welcome most heart- 
ily somebody who is prescribing the un telling you what condition 
the patient will be in after the dose is taken, would you not? 

Mr. Vick. Yes, sir. 

Chairman Barpen. Well, I am not going to be so bold as to attempt 
to answer that, but if someone else wants to, he can. 

Thank you very much, Mr. Vick. 

I believe you have with you Mr. Stallworth and Mr. Bennett and 
Mr. Keeton. 

Mr. Vick. Yes, sir. 

Chairman Barpen. All right, Mr. Stallworth. Will you identify 
yourself, please. 


STATEMENT OF JOHN D. STALLWORTH, PINE APPLE, ALA. 


Mr. Sratiwortn. I am John D. Stallworth, of Pine Apple, Ala., 
where I do business as the John D. Stallworth Saw Mill Co. I am 
also engaged in farming. 

The mill I operate is a small one but it has been a factor in the 
economy of my community for 35 years, having been established by 
an uncle. The mill has a present payroll of approximately $100 a 
day to 16 men. 

My mill is what is referred to as a portable, rough-green operation. 
I purchase stumpage by the thousand feet, and do my own logging. 
I have never separated my logging operation from the mill operation 
to take advantage of the 12-man exemption in the Fair Labor Stand- 
ards Act that applies only to men engaged in logging. All of my 
employees, therefore, are covered by this act’s provisions. 

I have invested in my mill about $8,000. In logging equipment, in- 
cluding trucks, my investment is about $15,000. At the mill I employ 
seven men. A sawyer-foreman is paid $1.50 an hour. The man on 
the log deck, the log turner, the block setter, the edgerman, and two 
offbearers receive 75 cents an hour. The mill payroll! is approxi- 
mately $42 a day and average production is 9-thousand board feet. 
Thus, my labor cost at the mill is $4.64 per thousand board feet. 

My logging crew consists of a woods foreman who receives $1.25 an 
hour; and the following at 75 cents an hour: 3 members of a cut- 
ting crew, a skidder, 2 mule drivers, a tractor operator, and a truck- 
driver. The daily payroll is $58, or about that. This force delivers 
about 7,000 feet, log scale, to the mill deck. 

My equipment is set up for 5-year depreciation. This amounts to 
$3.10 per > wil. board-feet. 

Presently I am paying $38 a thousand for stumpage. My overrun 
on this timber is about 15 percent. 

Mr. Extiorr. Let me interrupt the gentleman, Mr. Chairman, 

Mr. Stallworth, what do you mean by overrun? 

Mr. SraLtwortn. It is scaled on what we call a Doyle scale. When 
it is cut into lumber, that is a lumber scale. I believe that is called 
International. Anyway, it varies in different sizes of logs. 
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Mr. Euxiorr. I see what you mean. You measure by the Doyle 
scale. 

Mr. Srattwortu. Yes, sir. 

Chairman Barpen. Regarding this scale proposition: Some years 
back the Doyle rule was only used for big timber and hardwood. 
Then it was discovered that if you sabadired small logs by the minor 
rule—or they have another name for one that is the same as that— 
instead of you having any overrun you would have an underrun. 

Mr. SraLtworrH. Yes, sir; that is true. 

Chairman Barpen. And so, as a kind of a self-protection, the saw- 
mills generally then switched to the Doyle rule and used that on small 
timber which, if it gets too small, has the result that the fellow had 
better leave his logs in the wood; had he not? 

Mr. Sratiwortn. Yes, sir; that is right. Of course, it doesn’t 
make too much difference if you let your price adjustment come into 
effect in there someplace. 

Chairman Barpen. Well, you will have some overrun cutting some 
types of log, and then you will cut another type of log and you will 
not have the overrun. 

Mr. SratiwortnH. Yes, up to a certain size, and then it begins to 
lose, that is, on these small mills like I run. 

Here is the breakdown of my costs per thousand board-feet 
produced : 

Stumpage 
Labor 
Depreciation 
Maintenance 


Currently my rough green lumber is selling for an average of $58 a 
thousand. This shows a net of $1.48 per thousand board-feet. 

Actually, I figure my profit at slightly more because of the overrun 
which is not taken into account in the above. The discrepancy comes 
in through this factor. Seven thousand feet of logs will saw into 
8,000 feet of lumber. 

Now consider this. My labor cost per thousand is $12.92. If the 
minimum wage should be raised to $1 an hour, my labor cost would 
rise by one-third. This would amount to $4.30 a thousand feet which 
would wipe out my present small profit and throw my operation into 
the red. I would be left with but one option. That would be to 
liquidate. 

Remember, I do not control stumpage costs and I do not set prices 
on lumber. The squeeze would push me out of the sawmill business. 

IT would survive. I have a farm and can make a living on it. The 
16 men I employ would be in a less favorable position. It is doubtful 
that they could find employment in the community where we live. 
For 35 years our sawmill has been their bread and butter. They live, 
rent free, in houses on our land. They live comfortably on the wages 
they receive. They are satisfied. When they have troubles they 
bring them to me and I see them through. I can’t say I like it, but it 
is established custom. 

If we should be forced to close our mill, 16 families in our small 
community would be immediately without income. Some might pull 
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up and move elsewhere, but most, I suspect, would draw unemployment 
compensation as long as possible and then go on relief. 

Pine Apple, Ala., is a small community. The John D. Stallworth 
Saw Mill Co. is a very small operation, although it is like thousands 
of other all over the South which account for 75 percent of the region’s 
jumber production. An arbitrary increase in the statutory wage would 
close it down. Many of the others likewise would be closed and if you 
think this is a wild statement, all you need do is tour the South with 
me and see hundreds of abandoned mills where the going became too 
rough at present wage levels. 

That is all, Mr. Chairman. 

Caen Barpen. Now, you say these 16 men live on your prop- 
ert, 

ut r, Srattworrn. No, sir. Not all of them. The ones of them who 
want to live on my property. 

Chairman Barpen. And you say “rent free” ? 

Mr. Statiwortn. Yes, sir. 

Chairman Barpen. Do they have gardens? 

Mr. Sratitwortnu. Yes, sir. 

Chairman Barpen. That is, they raise vegetables? 

Mr. Sratuworrn. Yes, sir. All of them, or most of them. 

Chairman Barpen. And chickens, and so forth ? 

Mr. Sratuwortn. Yes, sir. 

Chairman Barpen. And you pay them the minimum, or better, you 
say ? 

Mr, StattworrH. Well, on common labor it is the minimum. 

Chairman Barpen. And you say you have a man on the log deck, 
and you have a man block setting on the carriage, and you have a 
sawyer at the saw, and you have two what you call lumber bearers, 
and they are the men who take the lumber from the saw, from the roller 
bench, and pile it. 

Mr. Statiworrn. Yes, sir; that is right. 

Chairman Barpven. Do you have anyone carting that away to pile it 
in other piles ? 

Mr, Srautwortn. Yes, sir. It is hauled from there to a concen- 
tration yard. Toa planing mill. 

Chairman Barpen. Now, if the mill stops for any reason, that gives 
the two lumber bearers and possibly your log deck man time to clean 
the accumulated sawdust, and so forth, from around your saw and 
keep that in operation. Is that right? 

Mr. StatiwortH. Yes, sir; they usually do something like that. 

Chairman Barpven. I have been one of those fellows. I know. I 
know what I am picturing right now. Because you never can tell when 
a belt is going to pop or when something else will happen, or when you 
ure going to hit a spike in a tree way back yonder. 

Mr, Sratuworrn. Yes, sir; we hit them now, too. 

Chairman Barpen. And of all terrible things to a sawmill man was 
when they came out making these rattail files. If you ever hit one 
of them, that is it. 

Now, you say you did not separate your log crew from your mill. 

Mr. Srattworts, No, sir; I didn’t. 

Chairman Barpen. But that in many instances was practiced and 
was the only way some of them could survive; was it not ? 
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Mr. Stratiuwortnu. Yes, sir; that was practiced mostly by the fellows 
who do mostly only logging. 

Chairman Barpen. And they separated them, and that became an 
uneconomical proposition for both in the long run. 

Mr. Stratiworrn. Yes. That is right. 

Chairman Barpen. You can operate better with your logging crew 
and your sawmill crew under your supervision than you could by 
having that divided ? 

Mr. Sratiwortu. Yes,sir. It was not satisfactory with me. 

Chairman Barpen. Now, you stay with your mill every day. 

Mr. Stratitworrn. Some, yes, sir; mostly all the time. 

Chairman Barven. Now, do you see anything in the cards right now 
that promises to make the man who is buying your lumber raise the 
price he is paying you enough to absorb the increased cost if this goes 
in, say, at a dollar, in January ? 

Mr. Statuwortu. No, sir; I don’t. 

Chairman Barpen. Well, unless you do see that, then you will have 
the choice of gambling with what you own or with what you have, 
including your farm. 

Mr. StratuwortH. Yes, sir. 

Chairman Barpen. Or going out of business. 

Mr. Sratiwortn. That is true. 

Chairman Barpen. Well. you do not look like a gambling man to 
me, so I expect what you have got in the back of your head is that you 
will pull in your operation until it looks sensible to begin to cut more 
lumber. 

Mr. StatiwortH. Yes, sir: that is what I plan to do. 

Chairman Barpen. And then out go the 16 men that work for you. 

Mr. Sratiworrnu. Yes. 

Chairman Barpen. And that will be multiplied many, many times 
all over that area, will it not? 

Mr. Statuwortn. Yes, sir; I believe so. 

Mr. Kettey. I do not know what kind of houses these people live in, 
but they are rent free. Now, could you take credit for that and con- 
sider it as part of the wages? If the minimum wage were raised to a 
dollar, you could take credit for this as rental, could you not? 

Mr. Stratuworrn. Yes, I could. I started out charging them rent, 
and they always waited until last to pay me, and they finally got to 
where they didn’t pay me at all, so I just let them go. 

Mr. Ketter. But you can take credit for it as part of their wages? 

Mr. Sratuworrnu. Yes; I suppose I could. 

Mr. Ketter. Sure. In other words, your cash outlay would not be 
any more, perhaps, than it is now, if you took credit for the rent as 
part of their wages. 

Mr. Sratuworrn. Well, I do not believe I could charge that much 
rent for the type houses they are living in. They are livable houses, 
but not nice houses. Mostly colored people work for me, and they 
are not the best houses in the world. They are comfortable and they 
do not leak. 

Mr. Keriry. Well, I just thought if you increased the wages to a 
dollar minimum, maybe you could get relief from the rental approach. 

Chairman Barven. I have known some cases of that, and the minute 
an employer files a request of that kind, the assumption and presump- 
tion on the part of Wage-Hour is that he is trying to rob somebody. 
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And then he is visited with an army of inspectors. And when they get 
through with him, they have about 17 hearings of one kind or another. 
And when he winds up, he is in worse shape than when he started. 

Mr. Ketiey. You mean to say there would be a severe question like 
that before the Wage-Hour Division if a man wanted to take advan- 
tage of it¢ That is really wages. 

Chairman Barpen. But they have got to go down and make their 
appraisals. They have to fix whether or not it is right. You just have 
no idea. Have you ever done any casting with a fishing reel? 

Mr. Ketter. Not very often. 

Chairman Barpen. Well, do you know what a backlash is? 

Mr. Kewiey. Sure. 

Chairman Barpen. That is exactly what builds up, when you at- 
tempt what the gentleman has just mentioned. And he is a wise man. 
Because if his time is worth as much as 50 cents an hour—and I am 
satisfied it is worth many times more than that—he will save more 
money by giving them the hours of rent free than he would by trying 
to follow that kind of a request all through the Department and back 
to his place of business. Because when you got back, it would take 
some time to get your expense incurred in trying to put a proposition 
of that kindthrough. That has been my experience, and I suppose the 
gentleman has thought of the same thing. 

Mr. Ketiey. The only way I know of to do it would be to add the 
rent on to the wages, or 1 mean raise their wages to a dollar and then 
deduct it for the rent. 

Chairman Barpen. It is not that simple. 

Mr. Srattwortu. When the minimum wage went to 75 cents, they 
were getting these houses free before. When they went to 75 cents, I 
started charging them rent for it. It was not 3 or 4 months before 
they were right back where they started from. They could not pay 
me. They owed everybody else, and they wanted to pay them first. 
And I let them go. 

Mr. Exniorr. Could you not deduct it from their weekly paycheck? 

Mr. Sratuwortu, I don’t believe so. 

Mr. Ex.sorr. Why not? 

Mr. Sratiwortn. I don’t think it is legal. 

Mr. Exxiorr. I personally know it is being done in many other places 
and industries. 

Mr. Srauiwortn. I just don’t know. I never did look into that. 

Mr. Exsiorr. In the mining industry, for instance, that is a very 
common practice. 

Chairman Barpen. If the gentleman will yield, that is done only 
with the permission of the employees, and in most cases, in writing. 

Mr. Kewiey. Yes, that is true. 

Mr. Exuiorr. But practically every business can deduct and did 
deduct, or did before I came to Congress, when I was practicing law 
7 years ago, deductions for any amount they might owe them for rent. 
And that is an especially common practice in the mining areas of 
Alabama. 

Mr. Strattworru. I never have collected anything but cash in the 
amount that you are talking about, but they borrow. 

Mr. Exuiorr. If you charge one of your employees $10 a month for 
that house, and you deducted $2.33 a week, if that is what it would 
figure out, or two and a half a week—with either 4 or 414 weeks in a 
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month—and if you put in his envelope a slip that his pay was charged 
$2.50 for rent this week, would that not be a reasonable way of han- 
dling it? 

Mr. Sratiwortu. Yes, I suppose it could be handled that way. I 
think I could have collected rental all along. But they showed me 
where they needed it worse for something else, and I just let them go. 

Mr. Ketiey. You see, my thought was that if you raised your mini- 
mum to a dollar, you could then proceed the other way by charging 
them rent and collecting it over the payroll. 

Mr. SratuworrtnH. Yes, sir. Well, as I just said, I raised it when 
the minimum wage went to 75 cents, for a little while, but it did not 
work out very long. And I imagine it would be the same thing if it 
went to $1.25. 

Mr. Kettey. Did you deduct it from the payroll? 

Mr. Sratitwortu. No, sir; I just let them pay. 

Mr. Ketter. That is the difficulty, you see. 

I just throw that out, Mr. Chairman, as an idea, that is all. 

It did not seem to go down very well with you, though. 

Chairman Barpen. Well, to be right frank with you, I do not like to 
do things in an indirect manner, and the gentleman doesn’t either. He 
would rather have it right straight across. And the Wage-Hour 
Division certainly would not look with favor upon attempting to use 
a device to avoid or to offset. 

Mr. Keutry. That is true, Mr. Chairman, but he owns the property. 

Mr. Exxiorr. I do not think that is a device. 

Mr. Ketter. He owns the property, and he is not getting anything 
from the property. 

Chairman Barpen. I understand that, but they would not do a 
thing in the world but jump down his neck saying, “All the time you 
have been letting them have it for nothing. What are you doing this 
for?” And then about a year, or 2 years from now, he would be con- 
fronted with some lawsuits because some monkey would get hold of 
them and tell them where they could go back and collect 21% times 
as much as they had paid. And instead of him being out there looking 
after his crop and planting corn and potatoes, he would be down in 
the courthouse fighting for his life. 

Mr. Kettry. Well, that could be. I do not know. 

Mr. Extrorr. I do not share that apprehension. 

Mr. Ketxey. It does not happen in the coal-mining areas. I know 
that. 

Chairman Barven. Any further questions? 

Mr. Exxtorr. Mr. Stallworth, let us talk a little practicality about 
this thing, now. If the wage goes to 90 cents an hour, is it your 
intention to close your mill down and forget about it ? 

Mr. Statuwortn. No, sir. I think I will try it at 90 cents. 

Mr. Ex.sorr. That is all. 

Chairman Barpen. Mr. Bowler? 

Mr. Landrum? 

Mr. Lanprum. I do not believe so. 

I appreciate your bringing us the information you did. 

Chairman Barven. Thank you very much. 

Mr. Sratiuworrn. Thank you. 

Chairman Barven. Mr. Keeton? 
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Mr. Exsiorr. Mr. Keeton wants to get on a train, Mr. Chairman. 
I appreciate — calling him at this time. 

Chairman Barpen. If I had known that, I might have reshuffled the 
deal. 

Will you identify yourself for the reporter, please ? 


STATEMENT OF HERMAN A. KEETON, RED BAY, ALA. 


Mr. Keeton. Yes, sir. 

My name is Herman A. Keeton. I own and operate the Herman 
A. Keeton Lumber Co., located at Red Bay, Ala. Red Bay isa country 
town with a population of 2.000 friendly neighbors. I employ from 
60 to 115 men. 

Mr. Chairman and members of the committee, it is with grave con- 
cern that I come before you in regard to the proposed increase in the 
minimum wage. Not from a selfish, personal standpoint, but from 
the standpoint of personal concern for my fellow men and our coun- 
try asa whole. I fear that our Southland and our southern lumber 
industry will be most hurt by an increase at this time. 

An increase from 75 cents per hour to $1 per hour will mean a direct 
increase in the cost of labor of 3314 percent. Gentlemen, don’t you 
think that such an increase would be a below-the-belt punch? A one- 
third increase all at once is a great increase. This cannot be absorbed 
without an increase in the price of lumber. I doubt if the average 
lumber-mill profit would net over $3 per thousand. 

An average cost of sawmilling and delivering rough green lumber 
{o an average concentration yard such as mine is $27 per thousand. 
(One-third of $27 is $9. Most mills figure approximately $12 per 
thousand for direct labor to process the lumber for shipment. One- 
third of $12 is $4. This means a total increase of $13 per thousand. 
(f course, you say part of this includes gas, fuel, saw bits and repair 
parts, and the direct cost will not amount to this much. Gentlemen, 
iet’s not fool ourselves. In the past when labor in an industry got 
an inerease in wages the products have also increased in price. 

QO. K., you say, you will have to increase your lumber prices accord- 
ingly. The figures I have just quoted you would mean an increase of 
ipproximately $13 per thousand. Some men in the lumber industry 
figure an increase of $10 per thousand feet. You know and I know 
that if we were to ask $10 per thousand feet more for our lumber, 
that before a lot of small mills, like myself, would adjust themselves, 
and before we would get the customer to pay the price, we would be 
broke and out of business. Look at the coffee industry for price. 
Look at the coal industry as a comparative example of a wage increase 
which brought on a price increase. Thousands lost their jobs while 
i few got more pay. Are we in the South expected to stand idly by 
und see another of our major industries follow the same path as our 
coal industry? At least the coal industry in Alabama. 

Gentlemen, most of our labor is unskilled and can be classed as 
seesonal workers—working part time on the farm and part time at the 
mills. Men come to my home late at night and early of a morning 
seeking work to help supplement their income to keep from losing 
their farms, automobiles, to pay a grocery bill et cetera. We provide 
as many jobs as we can for these people, but I can assure you that if 





890 AMENDMENT TO INCREASE THE MINIMUM WAGE 


you increase the minimum wage, there will be more knocks on my door 
and a lot less jobs. 

What effect would an increase in the minimum wage have on the 
uverage lumber operator in the South?’ It will mean an equal in- 
crease in the price of lumber to equal or offset the increase in the cost 
of labor. It will mean mechanization which will mean fewer jobs, 
Personally, I doubt if a lot of us Southern mills can survive a price 
increase on our lumber. The sudden influx of west-coast lumber into 
the South is giving us keen competition as prices now stand. We are 
practically out of the northern market at present. 

The giant lumber producers of the west coast are literally crushing 
the life out of us small operators of the South with their vast supply 
of virgin timber and mass mechanized production and favored trans- 
portation costs. Every day California and Washington lumber is 
being sold right in Mobile, New Orleans, Birmingham, Memphis, and 
smaller cities all around us where southern pine should be used. If 
our production costs are further increased, we will simply have to 
turn our operations over to our creditors and go North. 

There are thousands upon thousands of men in our industry in 40- 
to 60-year age brackets—men with large families—men who are dis- 
qualified in most industries because of their age, incompetent men 
who have been driven from the farm by modern “mechanized methods 
and cotton-acreage allotments. Men who are turned down everywhere 
because “they are just too old to fit in.” We simply have to take care 
of these men. We can’t kick them, their wives, and children around. 
My good friend, Congressman Car! Elliott and, I’m sure, Mr. Barden 
and Mr. Landrum, and perhaps others of you know exactly what 
these conditions are. 

Theoretically (according to many persons’ view of it) conditions 
would soon adjust themselves to the minimum wage increase—possi- 
bly true—but when this adjustment is attained, a majority of the 
small lumber operators of the South will have lost their businesses. 
These thousands upon thousands of “too old” men will again have no 
jobs as many of them were when machinery displaced them on the 
farm, and they would be on charity or relief. But, alas, there is no 
charity or relief to those who are too old or incompetent for indus- 
try and not old enough for Social Security. 

‘We and they are ‘nearly down and out—it won’t take much of a 
blow to finish the job. 

We hope you won’t—at least not now with this minimum wage 
increase—deliver that blow. 

Thank you, sir. 

Chairman Barpen. Thank you. 

Well, sir, the Committee appreciates your statement. And I know 
exactly what your problem is. And I expect you probably took over 
your father’s operation, or your grandfather’s operation, did you 
not ¢ 

Mr. Kerron. No, sir; I did not. 

Chairman Barpen. You did not? You built it up from scratch / 

Mr. Kerzron. I bought the old Smith Lumber Co. at Red Bay, Ala., 
which had been in business since 1914, upon returning home from the 
service. After sawmilling for approximately 2 years, I started from 
scratch in the woods. 
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Chairman Barpen. You came out of World War IT? 

Mr. Keeton. Yes, sir. 

Chairman Barpen. And when did you buy the mill? 

Mr. Kereron. June the Ist of 1952. But I had been sawmilling 
and operating a concentration yard until I bought Smith Lumber 
Co. 

Chairman Barpen. Now, I will not go into it, but I presume that 
you are doing some of the thinking along the lines that Mr. Vick 
explained. 

Mr. Keeton. I certainly am, sir. 

Chairman Barpen. And that is that it looks like a gloomy picture 
for your operation now, does it not ? 

Mr. Kerron. It certainly does. 

Chairman Barpen. Then the only possible out—and I doubt if you 
are sure of that—would be for you to further mechanize, insofar as 
you were financially able, and reduce the number of employees. 

Mr. Kerron. Yes, sir. 

Chairman Barpen. And in reducing them, the least capable would 
be on your No, 1 list. 

Mr. Keeton. Yes, sir. 

Chairman Barpen. That would be necessary if you would expect 
to survive, would it not? 

Mr. Keeton. Yes, sir. 

Chairman Barpen. And then, when you got your plant all stream- 
lined, mechanized, and cut down the number of employees that yon 
had, they would be unemployed. And by that time, the little small 
peckerwood mills that are now supplying you would be out of busi- 
ness, would they not? 

Mr. Kereron. They certainly would. 

Chairman Barven. And then you would be all dressed up with a 
mechanized plant and nowhere to go, would you not? 

Mr. Keeton. That is exactly right. 

Chairman Barpen. Your suppliers would be gone by the time you 
go to where you thought you could take care of the situation. 

Mr. Kerreron. The production would be low, and I would have all 
this machinery on my hands. 

Chairman Barpen. That would be kind of a tough picture for a 
fellow who went through as tough a war as you did, to come back 
and get started and then have to face it again, would it not? 

Mr. Keeron. It certainly would. 

Chairman Barpen. I hope you do not have to face it. 

Mr. Lanprum. They would be knocking on this door. 

Chairman Barpen. I know, because they do the same thing down 
our way, when some fellow working for you gets sickness in his family 
and comes to you. You stick by them and you lose money each year 
doing something for them and feeling better about it. 

Mr. Krrron. Yes, sir, that is exactly right. 

Chairman Barpven. I have done it myself. I know. 

Thank you so much, I appreciate your statement. 

Mr. Keeton. Thank you, Mr. Chairman. 

Chairman Barpven. Mr. Bennett? 
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STATEMENT OF J. R. BENNETT, JR., GREENVILLE, ALA. 


Mr. Bennerr. Mr. Chairman, I am J. R. Bennett, Jr. from Green- 
ville, Ala. I operate a lumber manufacturing and processing con- 
cern, commonly referred to in our industry as a concentration yard. 
I own practically no timberlands and have no timber reserves of any 
kind. My principal source of supply is the small farmer who has a 
few acres of his land set aside for growing timber. This timber is 
delivered to my mill by one of two methods: 

1. The standing timber is purchased by a rough green operator 
such as Mr. John D. Stallworth, whose testimony you have heard, 
and delivered to my mill in the form of rough-green lumber. In 
some cases the standing timber is purchased by me and sawed by the 
rough-green operator under contract. 

2. The standing timber is purchased by an independent logger who 
delivers it to my mill in the form of logs ready to be sawed into lumber. 

The function of my operation is to separate, dry, dress, and grade 
the green lumber; sell it and load it in railroad cars or trucks to the 
customer’s specifications. 

The production of my mill is about 5 million board feet per year, 
an infinitesimally small proportion of the total production in the 
southern-pine region. The last complete census of the industry taken 
by the United States Bureau of Census in 1947 showed, however, 
that in the 12 Southern States there were 23,424 mills of the size of 
mine or smaller—98.4 percent of the total number of mills. 

These small mills produced 71.8 percent of the industry’s total pro- 
duction while mills classed as large (those producing 10 million 
board feet or more per year) accounted for only 14.9 percent of the 
total output. The point I am making is that the industry of which I 
am a part, although employing approximately a quarter of a million 
workers and producing about. 23 percent of the Nation’s construction 
lumber, is an industry of small operators, chronically short. of timber, 
constantly short of operating capital, and continuously fighting to 
break even. 

What would the proposed increase in the minimum wage do to us? 
You have already heard testimony that more than one-quarter of the 
industry employing about 23 percent of the workers operated at a loss 
in 1954. I am reluctant to have to report that my operation fell in 
that category. Assuming a 90-cent minimum in 1954, 58 percent 
of the industry employing 49 percent of the workers would have 
operated at a loss. Assuming a $1 minimum, 70 percent of the opera- 
tors employing 63 percent of the workers would have operated at a 
loss in 1954. 

What are the alternatives to this tragic occurrence? Theoretically 
we should be able to do one or a combination of things. 

1. Pass along the increased cost by increasing the price of our prod- 
uct. To answer this, I can say that T have been in the lumber manu- 
facturing business actively since 1946 and associated with it all my 
life. I have learned one thing for sure and that is that the cost of 
producing lumber has very little to do with the price received for it. 
We don’t set the price, we take what we can get in an extremely 
competitive market sensitive only to supply and demand. 

To illustrate this price picture I would like to refer to exhibit 1 
which shows the average monthly price my company has received for 
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our biggest item of production, 1 by 6 No. 2 common yellow pine, from 
February 1948 through May 1955. You will note that our price went 
from $79 per thousand board-feet in February of 1948 to a low of $53 
per thousand in July 1949. A slight recovery began there, but the 
market was following a downward trend again before the minimum 
wage was increased to 75 cents in February 1950. Prices did not 
improve appreciably until the beginning of the Korean emergency, 
during which the price received for this item went up to $95. 

In my opinion, the reason for this tremendous increase was the 
fact that so many small operators had gone out of business during the 
recession of 1949 and additional ones after the increase in the mini- 
mum wage. The production capacity was not available to take care of 
the demand created by the national emergency. Encouraged by the 
higher prices, some of the mills went back into business, however, and 
the price dropped to $75 by the end of 1950. Since that time the 
price has fluctuated from a high of $83 in December 1951 to a low of 
$65 in May 1954. 

During the period covered by this chart our wage rate for common 
labor rose from 55 cents per hour to 75 cents per hour, the price of 
standing timber more than doubled, the price of supplies and equip- 
ment has increased tremendously. Yet we are receiving less for 
lumber right now than we were receiving in February 1948. 

Mr. Exxiorr. Mr. Bennett, let me interrupt you. Do I understand 
from your statement that between 1951 and 1954 the price of stand- 
ing timber doubled? Is that what your statement indicates? 

Mr. Bennett. Between 1948 and 1954. 

Mr. Exxtorr. The price doubled ? 

Mr. Bennett. Yes, sir. It more than doubled. I would say cer- 
tainly it more than doubled. 

Mr. Exxiorr. I just wanted to understand that. 

Mr. Bennertr. It has been said that the 1950 increase in the mini- 
mum wage did not hurt our industry as we said it would. I say that 
the only thing which saved our industry then was the Korean war. 
We certainly want no more of that. kind of salvation. 

To understand the reason for the lack of relationship between cost 
and price in our industry, it must be recognized that our principal 
competition is lumber produced on the west coast or imported, and 
substitute materials, such as metals, asbestos products, and concrete 
blocks. The producers of most of these materials, including the west 
coast lumber producers, would not be directly affected by the proposed 
increase since they are already paying wages above the proposed 
minimum. In view of past experience, I see no chance to pass along 
the increase in cost which would be brought about by increased wages. 

2. Another alternative—if the west coast lumber producers are 
able to pay higher wages, why should we not be able to follow their 
lead and increase our efficiency so that we can raise our wage rates? 
The answer to this lies in the fact that our timber is much smaller in 
size, is available in much smaller tracts, and is much more scattered in 
growth on these tracts. As an example of the great difference in the 
average size of logs cut in the two regions, the West Coast: Lumber- 
men’s Association estimates that the average yield per log in the 
Douglas Fir region is 700 board-feet. In our region, according to a 
survey by the United States Forest Service, the average yield per log 
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is 76 board-feet. In that connection I would like to say that the 
average size of logs cut by my mill and many others in my area is 
quite a bit smaller than this. Now it is a well-established fact that 
there is a wide differential in man-hour requirements to produce lum- 
ber from logs of different sizes. In fact, a study conducted by the 
United States Forest Service found that 32 percent less labor was 
required to saw a 24-inch log than a 12-inch log. In the labor re- 
quirement for logging operations the drop was 42 percent in a com- 
parison of logs of these sizes. The disadvantage of sawing small logs 
also extends to the value of the lumber produced from the logs. In 
general, small logs yield a much poorer grade of lumber as well as a 
much larger percentage of narrow width. The net effect is a lower 
average price for the lumber produced from smaller logs. 

The size of the average tract of timber cut and the density of the 
timber stand on those tracts also has a great deal of influence on cost. 
You can easily understand that the unit cost per thousand feet for 
estimating, moving equipment to, and logging a small tract is con- 
siderably higher than for a large tract. It is also a fact that the cost 
of logging scattered stands of timber is much greater. 

Why cannot the small operator overcome increased labor costs 
by installing more modern equipment and labor-saving devices to 
increase the efficiency of his operation? The first and most important 
reason is that he simply does not have the very large amount of 
money which would be required. In addition, the very nature of our 
industry requires that we must be able to move our equipment from 
place to place to reach the seattered tracts of timber. For example, 
my company has three small sawmills set up in different communities 
where we purchase logs. We seldom operate more than one of these 
mills at a time, but the cost of bringing the logs in to one central 
location where we could set up a modern, efficient mill would be 
prohibitive. We are constantly striving to improve efficiency, but 
our capabilities in that direction are very limited. 

Gentlemen, I have tried to give you a fair picture of the pre- 
dicament in which our industry finds itself. The great majority of 
us are very small operators. Most of us could be classed as marginal 
operators. You might be correct in saying that if that is the case 
we should not be in business at all. Yet ours is the third most im- 
portant industry in Alabama in terms of number of employees, as 
well as value of product produced. The industry employs approxi- 
mately 53,000 regular workers and almost that many part-time workers 
in the State. The farmer depends on us to furnish a market for 
one of his most important crops. 

It is regrettable that we are not in a position to pay our employees 
more. I realize that raising our average personal income is probably 
the most important problem we face in Alabama. I sincerely hope 
that this aim can be accomplished very soon. I am convinced, how- 
ever, that an increase in the minimum wage would put hundreds of 
lumber manufacturers like myself out of business. This would result 
in the loss of income by thousands of our industry’s employees. I 
believe that it is much better for these people to have a small income 
than none at all. I further believe that the farmers, merchants, and 
all segments of our economy would suffer. 

I ask that you recognize the vast difference in the economic struc- 
tures of different parts of our country, and the difference in the 





AMENDMENT TO INCREASE THE MINIMUM WAGE 895 


abilities of various industries to pay increased wages. I realize that 
it probably is difficult for many of you to fully understand the 
problems of our industry and our region which I have attempted to 
outline. I do hope, however, that you will recognize the importance 
of gaining a complete understanding of these problems before passing 
a law which would have such a widespread impact on so many 
people. 

I sincerely appreciate the opportunity of testifying before this 
committee, and thank you for your attention and the courtesies 
extended to me. 

Chairman Barpen. Thank you, Mr. Bennett. 

In your operation, you, like Mr. Keeton, who preceded you, must 
be a lumberman, a logman, and then you have got to be a banker, to 
lend these fellows money and look after them, and then you have 
got to be a welfare man to look after the families when trouble knocks 
on your door. 

Mr. Bennetr. That is absolutely correct. 

Chairman Barpen. And then you have got to be an absorber of 
financial bumps when the price hits you from above. And then you 
must keep one eye on competition. And we have not said much about 
concrete blocks, and that has moved now to where it is taking about 
20) percent of the lumber market. 

Mr. Bennett. Yes, sir. 

Chairman Barpen. You must look for the competition that is roll- 
ing in on top of you like an incoming tide from the west coast, with 
clear lumber that you cannot produce. Your lumber is stronger, 
but it is not as clear, is it? 


Mr. Bennett. We have a few more knots, I think. 

Chairman Barpen. So when you get through with all that, all those 
different jobs, what do you do with the rest of your time? 

Mr. Bennett. I come to Washington to testify before a committee. 

Chairman Barpen. To try to keep something else from happening. 

Mr. Elliott ? 

Mr. Exxiorr. Mr. Bennett, I notice you say here on page 7 that— 


The industry employs approximately 53,000 regular workers and- almost that 
many part-time workers in the State. 

Where did those statistics come from ? 

Mr. Bennett. Those figures were given me by the Alabama Forest 
Products Association, and I presume that they had, maybe, some sort 
of survey that they use for it. 

Mr. Ex.iorr. In your judgment, they are reasonably accurate? 

Mr. Bennett. I think that would be very nearly correct; yes, sir. 

Mr. Exxiorr. Well, now, is that a higher or a lower employment 
of people than has been true in the past, if you know. 

Mr. Bennett. I could not answer that question. I would be glad 
to furnish you that information, if it would help. 

Mr. Exxiorr. Well, if you can get it easily, furnish it to us. 

(The information referred to will be available for reference when 
furnished. ) 

I would like to see a statement of the number of people employed 
by the lumber industry in Alabama for every year since 1948, the 
beginning of 1948, and on up to the present time. 

Mr. Bennett. 1948? 
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Mr. Exxiorr. Yes. Each year. In other words, what I am trying 
to get at is: I want to know if employment in the lumber industry 
is about static, or if it is dropping off pretty heavily these days, 
or if it is going up, or what it is doing. I have the impression 
that our supply of timber is staying about the same. It is growing 
back about as fast as we are cutting it? 

Mr. Bennetr. That is about what the information I have seen 
says. That would vary, I think, in different localities. In my par- 
ticular instance, the timber is definitely getting scarcer in my locality. 
Now, that is one point I did not bring out, as to why I could not afford 
to put in all this expensive equipment. I do not have the security 
there to justify it. ; 

Mr. Exxiorr. I believe you stated you do not own timber land 
yourself. 

Mr. Bennett. No, sir; I donot. 

Mr. Exxiorr. You buy from the individual farmers and landowners 
who have timber to sell? 

Mr. Bennett. I depend on them entirely ; yes, sir. 

Mr. Exuiorr. Now, also on page 7, you say that you are convinced 
that an increase in the minimum wage would put hundreds of lumber 
manufacturers like yourself out of business. Now, do you mean to 
leave the impression, Mr. Bennett, that if the minimum wage is 
increased to 90 cents, say, you will have to go out of business? 

Mr. Bennett. I will say this: That my particular problem might 
differ in some respect from a lot of other mills. In my case, I am in an 
extremely competitive area for timber. My experience over the past 
several years has been rather bad. Last year, I lost quite a large sum 
of money on my operation. 

Now, as I said, about 25 percent of the mills there were in that 
same situation. But I would naturally be in a worse position than 
those who are making money now. 

In other words, as to a 90-cent minimum wage, I would have to 
think a long time before I could say, “Well, am I going to go on 
putting money in this thins and losing, or shall I just quit?” 

I have made the statement that it might be the best thing that ever 
happened to me, because it would just give me the push to get on out of 
it, and I might be better off. 

Mr. Exxiorr. Mr. Bennett, here is what I am driving at. The early 
work that I did as a young man was in the sawmill industry, 4 or 5 
years of it. I am fairly familiar with the general layout of saw- 
milling. Just for purposes of illustration, I want to say this to you. 
When I was president of the student body in Alabama University in 
1935, I had the privilege one time of having lunch with David Lilien- 
thal, who had just become the Chairman of the Board of the Tennessee 
Valley Authority at that time. And I remember he said to me, “The 
trouble with your area is”—and he had just come down from Indiana, 
or some other State—“that you have got no purchasing power. That 
is the thing,” he said, “that we have got to do something about, if 
possible, in the South.” And then he asked me, “What county in 
Alabama were you raised in? What is your native county?” And I 
told him, “Franklin County, Ala.” And he said, “I just happen to 
remember that that county has an average income of, I think, $147 
per person per year.” It was somewhere between $100 and $200. I 
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mention that just to illustrate what I think our problem has been. I 
look forward to the time when the South is not going to be the part 
of the Nation we plead for all the time, telling the people not to go too 
fast with us. I think the time is coming, maybe a hundred years hence, 
and maybe a little less, in which we are going to be on a thoroughly 
competitive basis with any other section of the country. I want to 
see our income go up. I want to see those people who work for you and 
those people who work for me and those people who work generally 
over the South to have more money to spend. I want to see them in a 
position to give their children a better education, and to do all the 
things they want to do to have a better standard of living. 

But I know we cannot do those things if we put folks like you, who 
give them employment, out of business. 

Now, that is the dilemma. 

Mr. Bennett. I agree with you a hundred percent. I have touched 
on that point, that I think that is one of our greatest problems. 

Mr. Exxiorr. In other words, we want them to have as good wages as 
they can, but we want them to have businesses to work at. 

Now, where is the line going to be? What can you boys pay? 
What can you pay? That is what I want to get at. 

Mr. Bennett. Well, Mr. Elliott, it is obvious on the face of it that 
I cannot pay any more than I am paying, because I am losing money 
now, 

I would say our aims are the same. I feel exactly the way you do 
about it. But I feel that we have come a long way in the past several 
years, 

Mr. Exxiorr. There is no question about it. 

Mr. Bennetr. We have; yes. But I do like to give the people of 
Alabama and of the South and the industry credit for some of that 
and not say that all of it is caused by increasing the minimum wage. 

Mr. Exxiorr. Oh, no. I do not think that the credit should be put 
on the increase in the minimum wage. But I heard these same things 
in 1949, Mr. Bennett. I heard the same thing then. I heard the 
same thing in 1938, when the Wage Hour Act was first passed. And 
[ had the same misgivings about it then that I have now. Because 
the case was good. 

I realize that we have had some most unusual circumstances. These 
wars that you and I have been through have been great upheavals. 
At least, we hope they are not ordinary situations. We hope that 
we are not on the brink of another one now, that will make our argu- 
ments about what a minimum wage will be amount to nothing. I 
hope we are in for a period of peace. 

But the Senate of the United States has already passed a minimum 
wage law fora dollar an hour. You know, you have to start with that 
premise. That is an accomplished fact. 

Now, right in that neighborhood, somewhere, it looks like, politi- 
cally, that is where the wage is going to be. Certainly no less than 
90 cents. I do not think you can even begin to give consideration 
to less than 90 cents. 

Well, I do not. want to vote for 90 cents, if it will put the great 
majority of the people in the lumber business out of business. And 
that is what I am asking you, if you think it will. 

Mr. Bennett. I would not think 90 cents would put the majority 
of them out, but this is just strictly my personal estimate. I would 
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estimate that probably a fourth of them would be pushed out, for 
this reason : 

I worked up this chart, to try to show that the increase in the cost 
has not been reflected in the price of lumber. I do not think we can 
look for any increase. 

Now, maybe over a period of several years the thing might adjust 
itself to some extent. Because the west coast operators undoubted] 
will be pressed for increases out there, if this minimum is increased. 

But from past experience, I certainly cannot expect any immediate 
reaction in the price. 

I might say this: That back before the price went to 75 cents, a 
great majority of our lumber, a big percentage of it, I should say, went 
into the Midwest, into Indiana, Nebraska, Michigan, Illinois. And 
now it is a very rare thing for any of us to ship a car of lumber out 
there. 

Luckily, our markets in the South have developed enough to take 
care of a majority of our production. But the fact is that our com- 
petitive position with the other producers has rolled us back, so to 
speak, and we are simply not able to compete in those areas where we 
once did, at present. 

Chairman Barpen. Mr. Frelinghuysen ? 

Mr. Frecinenuysen. Mr. Chairman, I should just like to say that 
I have been very interested in Mr. Bennett’s testimony, and I want 
to assure him that we do sympathize with the predicament in which 
he does find himself. This is not a simple problem. I should point 
out that I come from New Jersey, which is a so-called wealthy State. 
I have had some articulate constituents who were asking me to ap- 
prove a bill of no less than $1.25 minimum. And this, at least, shows 
why we need to go cautiously about this whole question. 

Mr. Bennett. I certainly appreciate your understanding of that 
situation. 

Mr. Fretincuvysen. I am wondering to what extent the present 
level, the present 75-cent minimum, is responsible for the predicament 
in which you found yourself last year, as an example. How important 
a factor is it as of today ? 

Mr. Bennett. I think from a competitive standpoint, it has been 
very important, in competing with the producers on the west coast, for 
instance. Because our costs have gone up higher in proportion, per 
thousand feet, than theirs have. 

I make that statement, now, without any figures to back it up. I 
could be wrong, but I think I am right in that. 

Mr. FrecrincHuysen. Some of my friends say that in order to com- 
pete, in order for New Jersey labor to compete with southern labor, 
we have got to increase the minimum so that conditions are more equal. 
So it is a different kind of competition. 

Mr. Bennerr. Well, I can understand your problem. I would say 
this, though. And I might be talking against myself, here. 

It seems to me that if a lot of southern workers were thrown out 
of work by the sawmills shutting down, there might be a greater 
effort put forth to induce industry to come South, from the North, 
from your section. 

Mr. FrevincuvyseNn. I want to assure you that I am all in favor 
of proceeding gradually and looking where we are going so far as we 
can. 
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Mr. Bennerr. Of course, a practical approach to all this would be 
far easier on all of us as a whole than a jump, say, to a dollar an 
hour. I think that would just upset the whole industry. I do not 
see how we could even proceed in an orderly fashion at all. 

Mr. FretincHuysen. Well, is not your basic argument that your 
industry, insofar as possible, should be entirely exempted from the 
operation of the Federal minimum wage? 

Mr. Bennetr. Well, sir, I hope I do not get into anything, here, 
when I say that I am in principle opposed to any minimum wage. 

Mr. FrRELINGHUYSEN. Well, others have said it before you. 

Mr. Bennerr. I do not believe in the principle of it. I doubt if I 
could convince many people, but we have to live with these things. 
Of course, an exemption would be mighty high. 

Mr. Fretincuuysen. The higher the minimum is raised, the more 
the likelihood of having exemptions necessary so as to avoid undue 
hardships, I think, on certain industries. 

Mr. Bennerr. I think that that should be looked into. That is one 
thing I meant, there, when I said that I think a very exhaustive study 
hea be made of this thing. Because it could have very serious 
consequences in our section. I mean that seriously. I am not just 
trying to impress anybody with a statement like that. 

Mr. Fretincuuysen. Thank you, Mr. Chairman. 

Chairman Barpen. Mr. Bennett, I noticed how the gentlemen have 
approached the question of the minimum wage. If it would be any 
consolation to you, I myself have never been able to reconcile the 
minimum-wage theory with our system of government and our com- 
petitive private enterprise system. I have never been able to recog- 
nize it. And that is no new announcement on my part. It is a record 
that I have made for over 20 years. 

But I have come to this point. It has been established as a policy 
of the Government. I think it is with us. And so far as I am 
concerned, I am ready to deal with it in a very practical way. The 
wage-hour question is not the only thing that the Federal Government 
is in that does not jibe with my particular theory of government. 

But I think you are trying to approach it the same way I am and 
be practical with a situation that is with us. The majority of the 
people apparently want it. And I try to go along with the majority 
of the people insofar as operating the Federal Government is con- 
cerned. I think that you have tried to demonstrate your feelings in 
that direction in your testimony. 

Now, Mr. Bennett, you know, when we first started these hearings, 
and when the pressure was on to report a bill in 5 days or less— 
as a matter of fact, I think there was a bill that was prepared to report 
without giving anybody a chance to speak. But there were some very 
blistering attacks put on your section of the country, the country I 
come from, and so forth, denouncing that section for tolerating what 
they call runaway industries. Well, of course, that has more to do 
with the textile industry than anything else. Is that not your 
observation ¢ 

Mr. Bennett. Yes, sir; I should think so. 

Chairman Barven. Do you know of a single sawmill, small saw- 
mill, running away from anywhere else and coming to Alabama, or 


the South? 
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Mr. Bennett. No, sir; I don’t. In fact, the only industry I know 
of that we have gotten hold of, from Greenville, we stole from Georgia. 

Mr. Ex.iorr. Was that the Brauner plant? 

Br Bennett. The Regal Textile Corp. Iam sure you know about 
them. 

Chairman Barven. That is the only one you have heard of. But 
what you do not want is to be punished because somebody might be 
mad with the textile folks. You just do not want to get mixed 
up in that, to where you get lost me get hit with a stray bullet. Is 
that right? 

Mr. Bennett. That is exactly right. We are sort of caught in the 
middle on this thing. 

Mr. Chairman, I wonder if I might correct: one statement that was 
made earlier in the day. I believe Mr. Myers said that he understood 
in the lumber industry most of the employees were paid over 75 cents. 
I have a statistical study here made by the Southern Pine Industry 
Committee, which shows that as to the spread there from 75 to 80 
cents, some 57.9 percent of the employees fell in that. 

Now, this was a survey of 373 southern pine operations. And those 
were the larger operations, some of them unionized. I imagine that 
the percentage would be a great deal higher than that, if it had taken 
all of them into account. 

Chairman Barpen. Your small mills, and so forth. 

Mr. Bennett. That is right. And another thing that might be 
brought out is that under the setup which we have now, we are able 
to reward the more efficient and more productive worker to some 
extent for his efforts. Our basic wage is 75 cents. But if we have a 
man who shows a great deal of interest and is better than average, we 
can pay him 80 cents, or 85 cents, and give him some reward for it. 

Now, if the thing goes up to a dollar, naturally, that is going to be 
removed. There will not be any chance to do that. 

Chairman Barpen. Well, you will hold on to your best and get rid 
of the others. 

Mr. Bennett. Yes. 

Chairman Barpen. I mean, you will be forced to, not because you 
are mean or hard-hearted. It will just be a question of survival. Is 
that not correct? Self-preservation ? 

Mr. Bennett. Yes, sir. I read a statement in the Congressional 
Record, here, some days ago, where someone said that a person that 
did not pay over $1.25 an hour was not fit to hire human beings and was 
very close to being a Communist. Well, I frankly do not. feel that I 
am that sort of a person. I try not to be. I think the people just do . 
not understand our situation. I do not believe it is understood by 
people in other sections. 

Chairman Barpen. Well, you know, Congressmen exercise that 
inalienable right to make a monkey out of themselves once in a while. 
And statements of that kind will be made. And without foundation. 
And it is a rather reckless and mean kind of statement to make about 
a group of men who are struggling for survival. 

As far as the Communists are concerned, in the first place, you 
would not know what one looked like down there in your country. But 
if they took one down there and turned him loose, I will bet. every 
hound dog in your area would take out after him, would he not? ~ 

Mr. Bennett. I wouldn’t be surprised. 
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Chairman Barpen. You just do not deal with those folks down 
there. 

Mr. Keiitey. Mr. Chairman, let me make this observation. Suppose 
I wanted to buy some lumber in the North, Southern pine, say. I pay 
« pretty enormous price, do I not? 

Chairman Barpen. You sure do. 

Mr. Ketiey. And yet the people who produce it are struggling to 
make a living. Now, who gets the difference ? 

Chairman Barpen. Well, the gentleman can answer it, or I can 
answer it. It would cost this gentleman probably not less than five 
times as much to operate a yard in Philadelphia as it costs him to 
operate a yard where he operates it. And unless some big shipper 
wants a solid carload of lumber which could be purchased from him 
directly, the only way he could get lumber would be to go to one 
of these retail yards and buy it. 

And when you bought it, you would not only pay his price but every- 
thing that had been piled on it. 

Mr. Ketxiey. You would pay the freight rate. But it seems to me 
that somebody in between there is making quite a profit on it. I do 
not know of any of these contractors that is being impoverished. 
They are all pretty prosperous. 

Mr. Bennerr. Lumber that we sell for about $75 f. o. b. our mill 
delivered in Chicago, say, would run, as to the freight on it, about 
$17 to $20 a thousand feet. The $75 lumber before we got it up there— 
we would have to pay that much freight on it, railroad freight. 

Mr. Ketter. $17 to $20? 

Mr. Bennett. About $17 to $20; yes, sir. 

Now, there is a great deal of handling involved, of course, in un- 
loading and storage, and so forth. The usual markup, as I have been 
able to determine it, of the retailer, is about 30 percent. So that runs 
it on up. I could be a little off there, and that would vary. But in 
veneral, $25 or $30 a thousand markup is about what they put on it. 

Chairman Barven. That is a pretty high markup; is it not? 

Mr. Bennett. I think they are doing all right. 

Chairman Barpen. Sure they are. They are making the money, 
and you are not. 

Mr. Bennett. They have their problems, too, of course. 

Chairman Barpen. $75 and $20 is $95, and $30 on top of that—the 
same lumber that you get $75 for, the retail yard would get about 
$130 or $135 a thousand for. 

Mr. Keuuiry. He is making the profit. Sure. 

Chairman Barpven. As I mentioned the other day, they are shipping 
cucumbers from down my way, getting about $1.25 or $1.30 a bushel 
basket for them. I followed one of these big truck vans up here 
loaded to the hilt with them, and I doubt if a single one of those 
cucumbers will sell for less than 20 cents a pound. 

Mr. Ketter. I believe you are right about that. But you see who 
is making the profit. It is the middleman that is making the profit, 
and he is not producing anything. All he is doing is just. being the 
middleman and handling it. 

Mr. Bennett. That is very true. Of course, they have their prob- 
lems, and I do not feel I can afford to condemn them, because they 
lave problems that I do not know about; and; after all, they are my 
customers, too. 
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Chairman Barpen. Let me ask you one more question, Mr. Bennett, 
Do you not think that $1.25 minimum placed on the statute books 
effective January 1 would simply abolish 98 percent of the industry 
down there? 2 

Mr. Bennett. Yes, sir; I do. I think from my standpoint it would 
not hurt us a bit worse to make it $5. I think that they would just 
wipe it out. 

Chairman Barpen. In other words, what you would do if it was 
put on the books: You would spend your time from now to January 
1 liquidating your business. 

Mr. Bennett. Yes, sir; I would. 

Chairman Barpen. You would be forced to; would you not? 

Mr. Bennett. Yes, sir. 

Chairman Barpen. Now, a dollar coming on suddenly is going to 
take its toll. You know that as well as I do. 

Mr. Bennerr. Yes, sir. 

Chairman Barpen. And of course your statement as to how many it 
would drop would be a mere guess. 

Mr. Bennett. Yes. 

Chairman Barpen. But it would be a sizable percentage, if a dollar 
was clapped on arbitrarily on January 1; would it not? 

Mr. Bennerr. I think so; yes. As I say, the thing might adjust 
itself over a period of several years. Some might be able to go back 
into business later on. But that is problematical. I do not know 
about that. 

Chairman Barpen. And you do not want somebody who got dis- 
gruntled about a cotton mill or some union that could not unionize 
a cotton mill, or something of that kind, to fly back and knock your 
head off, do you? 

Mr. Bennett. I don’t think that would be quite fair. I really don’t. 

Chairman Barpen. I expect there are more operators in the industry 
which you are connected with by far, than in the cotton mills, in the 
State of Alabama. : 

Mr. Bennett. Oh, yes, sir. 

Chairman Barpen. How many more times? 

Mr. Bennett. I couldn’t say, but many times more. 

Chairman Barpen. And that same thing is true in many of the 
Southern States. It is true in North Carolina. It is true in Georgia 
and South Carolina. 

Mr. Bennett. You said “number of operators,” did you not? 

Chairman Barven. Yes. 

Mr. Bennett. Yes, that is right. 

Chairman Barven. Anything further? 

Thank you, Mr. Bennett. I appreciate your sticking with us. I 
am sorry we had to delay you, but we have our problems, too, as well 
as the lumber industry. 

Mr. Bennett. I appreciate your taking up the time with me. 

Chairman Barpen. We are your hired employees. 

Mr. Bennetr. Mr. Chairman, I hope I continue to pay my part. 

Chairman Barpen. I hope you continue to send back the gentleman 
you have here right now from Alabama. And I saw another Alabama 
gentleman back there, George Grant. I wanted him to come up here. 

Mr. Bennetr. Thank you very much. 
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Mr. Exvuiorr. Mr. Chairman, before you adjourn, I want to submit 
for the record a telegram on this question from the Cleveland Lumber 
Co., at Jasper, Ala.; a telegram from the J. E. Flemming Lumber 
Company, of Cullman, Ala.; a telegram from the Dobbs Lumber 
Co., at Haleyville, Ala.; a telegram from the Knight & Aderholt 
Lumber Co., also of Haleyville, Ala.; a telegram from the M. D. 
Addison Lumber Co., of Jasper, Ala.; a teleg7am from the Dennis 
Lumber Co., at Guin, Ala.; a telegram from the R. H. Carr Lumber 
Co., Jasper, Ala.; and a telegram from the Windle Lumber Co., at 
Jarrollton, Ala., and ask that they be made a part of the record with 
respect to the Alabama situation. 

Chairman. Barven. Without objection, they will be entered in the 
record. Give those to the reporter. 

(The telegrams referred to are as follows :) 

JASPER, ALA., May 29, 1955. 
Car. Evtaort, Member of Congress, 
Washington, D. C.: 

Do all possible to postpone action on minimum wage for at least 1 year for 

further study pertaining to lumber industry. One-dollar minimum will be disas- 


trous to mills in this section. If action insisted upon try to have lumber industry 
excluded from $1 minimum. 


CLEVELAND LUMBER Co. 


CULLMAN, Ata., June 22, 1955. 
CARL ELiiorr, Member of Congress, 


Washington, D. C.: 
Respectfully request you use every effort to keep legislation regarding wage 
and hour law in committee until further study has been made. We feel present 
law is adequate and fair to workers in this area. 


J. E. FLEMMING LUMBER Co. 


HALEYVILLE, Ala., June 22, 1955. 
Hon. CARL ELLrorr, 


Washington, D. C.: 
We strongly urge you to use your influence in opposing higher minimum wage. 
This increase would work great hardship on our business. If possible defer 


action on this legislation until next year. If unable to defer action try to exempt 
lumber industry. 


Dosss LUMBER Co. 


HALEYVILLE, Ava., June 22, 1955. 


Hon. Cart Extiort, 
Washington, D. C.: 
Passage of minimum wage would seriously cripple lumber operation in this 
section. Please use your influence to block or at least defer action on this until 
next year. 


Knicut & AnerHoLtt LuMBER Co. 
Jasper, ALA., June 22, 1955. 
Hon. | ELLIOTT, F 
Mémber of Congress, Washington, D. C.: 
Please delay for further study the minimum-wage increase or eliminate south- 
ern forest products industries, small-business concerns like ours will almost 
be compelled to cease operation if this bill is passed at this time. 
M. D. Apprson LumBer Co. 
Gutn, Ava., June 22, 1955. 
Hon. Cart Biiiort, 
Washington, D. C.: 
Lumber industry to suffer unless minimum-wage bill defeated or delayed. 


Dennis LuMBErR Co. 
63489—55-——_59 
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JASPER, ALA., June 22, 1955. 
Hon. Car ELtiott, Member of Congress, 
Washington, D. C.: 


Please urge a 1-year delay for further study on wage minimum increase or 
eliminate southern forest products industries entirely. Little concerns like ours 
will almost have to cease operations, any assistance you can give us will be 
greatly appreciated. 

R. H. Carr LuMser Oo. 


MONTGOMERY, ALA., June 22, 1955. 
Hon, Car ELLiort, 
Washington, D. C.: 


For the sake of the lumber industry in Alabama, please use all your influence 
to either postpone or remove the lumber industry from the proposed $1 mini- 
mum wage. The market will not stand a minimum-wage increase and if passed 
will close down 75 percent of small mills in my area, thereby putting several 
hundred men out of work. Your help will be greatly appreciated. 


WINDLE LuMBER Co., Carrollton, Ala. 


Chairman Barpen. I believe we have three witnesses scheduled 
tomorrow, and if we can start at 10 o’clock, maybe we can keep up. 
We are up with our list and maybe we can get by tomorrow without 
much trouble, but I want to start, next week and maybe conserve a 
little time by suggesting, if possible, that we kind of limit the time 
employed. And in doing a thing of that type, I hope that it will be 
agreeable that we kind of switch the questioning, alternating on 
each side. And that is done with the idea of expediting it a little bit. 

And another thing is the matter of encouraging a little better 
attendance. It is in the interest of fair play that I do it. Maybe that 
will work. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 3:45 p. m., the hearing was adjourned, to recon- 
vene at 10 a. m., Friday, June 24, 1955.) 
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FRIDAY, JUNE 24, 1955 


House oF REPRESENTATIVES, 
ComMITTEE ON EpucaTIon AND LABor, 
Washington, D.C. 

The committee met at 10:15 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon, Graham A. Barden (chairman) 
presiding. 

Present: Representatives Barden, Bailey, Wier, Elliott, Landrum, 
Metcalf, Bowler, McDowell, Gawinn, Smith, Frelinghuysen, and Coon, 

Present also: Fred G. Hussey, chief clerk; John O. ctaee minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order. 

The, first witness is Mr. Riggle. 

Mr. Riggle, will you identify yourself for the reporter, please, sir? 


STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 


Mr. Rieetx. Mr. Chairman, my name is John J. Riggle, secretary of 
the National Council of Farmer Cooperatives. 

Shall I read this statement, Mr. Chairman, into the record ? 

Chairman Barpen. Yes, sir. 

Mr. Exuiorr. Mr. Chairman, do we have a statement from this 
gentleman ? 

Chairman Barpen. Yes; I am satisfied that we do. 

Mr. Rigeir. The National Council of Farmer Cooperatives is an 
organization of farmers’ business associations which .market farm 
products for their members, or purchase farm production supplies 
for their members, or both. 

Approximately 5,000 local farmers’ associations have membership 
representation directly or through a regional or State federation or 
council, They are located in every State and in Puerto Rico, and have 
a total farmer membership of between 214 and 3 million. 

National council policy with respect to minimum wages is contained 
in the following statement adopted at the 1954 annual meeting of 
delegates : 


We are acutely aware that the present downward trend of agricultural prices, 
and increasing production costs are resulting in material decreases in net farm 
income, and recognize that a large part of the cost of production items used. by 
the farmer represents labor charges. We are opposed to an increase in mini- 
mum wages because such action will further increase costs of farm production, 
resulting in still lower net spendable income to our farm population and higher 
costs to the consumer of food and fiber. 


905. 





906 AMENDMENT TO INCREASE THE MINIMUM WAGE 


The tables in the attached appendix show the effects on the farm 
economy of the increased cost of labor. Farm wage rates are up 288 
percent in the last 15 years, and expenditures for farm labor are up 
189 percent although the number of hired hands has decreased 22.8 
oercent and the number of family workers has decreased 16 percent. 
teal farm wages, taking into consideration the cost of rural living, 
have increased 67 percent. 

But, while the production index of farmworkers has increased 54 
percent since 1940, the number of man-hours worked on the farm has 
decreased 16 percent. 

Competition for workers at wages under industrial influence has led 
farmers to turn sharply toward use of more technology and mechani- 
zation. The value of machinery: on the farms is up 3/7 percent, and 
the annual expenditures for farm machinery are up 477 percent. 

This has tended to put the farming business on more and more a 
cash basis and decreased the elasticity in the rural economy. A domi- 
nating factor in the cash costs involved in highly mechanized opera- 
tions and use of technology is the industrial labor cost involved in 
farm supplies and materials. The expenditures for fuel and lubri- 
cants for operating motorized equipment is up 281 percent; for ferti- 
lizer, up 350 percent; purc manufactured feed up 282 percent; 
muscelianeous supplies and services up 175 percent; depreciation has 
increased 356 percent; and total expenses have increased by 230 

ent. 
Rane FRELINGHUYSEN. Over how long a period has that change taken 
ce 
’ Mr. Ricere. 1940 to 1954. 

Mr. Fretincuouysen. Thank you. 

Mr. Ricetz. That is shown in this appendix to my statement. I 
should have mentioned that. 

The decrease in the purchasing power of the dollar would account 
for approximately a 100 percent increase only. 

At the same time net farm income has increased only 178 percent, 
while nonfarm income has increased 263 percent. The farm income 
proportion of the national income has decreased 23.5 percent, but be- 
cause of the sharp decrease of 41.5 percent in farm population this 
total farm income is in fewer hands. Even so, per capita farm income 
was $658 in 1954—that is from farming operations alone—compared 
to a nonfarm per capita income of $1,836. 

Increased capital and operating expenditures on the farm, a large 
portion of which is represented in industrial labor costs, has not all 
come out of farm earnings. Short-term debt, the proceeds of which 
go, in part, for machinery and supplies, has risen 167 percent, and farm 
mortgage debt, a larger portion of which has gone for new labor- 
saving construction and to refinance short-term debts, as well as to 
increase the size of farm units in order to make the use of machinery 
economical, is up 50 percent since 1945. The size of an economic farm 
unit was in former days determined by the amount of family labor 
available, while now the maximum use of tractors and power units 
determine the size of an economic unit. Farm expenditures for elec- 
tric power have increased 277 percent in 12 years. 

The effects in rural areas of more rigidity in labor costs and chang- 
ing of farm operations increasingly to a cash basis are further height- 
ened by the greater need for capital formation out of earnings in order 
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to obtain equipment and laborsaving structures and for credit for 
cash operating costs in order to keep up income in the face of declining 
prices. 

Mechanization and the need for capital and cash for operations 
has also brought about the elimination of most farmworkers except 
‘the ablebodied and skilled, the elimination of many young people, 
and unemployment for part-time older workers, forcing increasing 
numbers of the latter on relief rolls. The elimination of younger 
people has constituted the chief migration from the farm to town, 
which is the most pronounced in our history. 

The use of power and mechanized equipment has resulted in con- 
siderable concentration of production on grain, cotton, and other 
crops which are easily mechanized, and this has shown up in the 
surplus holdings of the Commodity Credit Corporation. 

The competition of urban wages and skilled farm machine operator 
wages, and the need for able-bodied part-time manual workers in 
fruits and vegetables has brought about the importation of farm- 
workers for handwork in the fields. There are not enough ablebodied 
part-time workers the country over to supply the needs for crops hav- 
ing substantial handwork operations. 

Farming and rural businesses which supply farmers and market 
their products are dominantly seasonal in nature and employment has 
historically been seasonal in rural communities. Employment in rural 
community businesses is intensified in planting and harvesting periods 
and slack between times. 

The rural economy has adjusted to this, and older and younger 
workers not able or willing to compete in year-round occupations were 
glad to pitch in to help in stores, plants, and fieldwork for a few 
weeks and during school vacations at local prevailing rates and hours 
in order to have additional cash. This constitutes one of the phases 
of the great elasticity in the rural economy which has tended to recede 
under the influence of urban wage-and-hour conditions. 

Measures which tend to put rural area labor on a fixed wage-and- 
hour rate, either through competition or regulation, will intensify 
rigidity in the rural economic system. There is no elasticity in rates 
so fixed and frozen to accommodate the seasonal influence character- 
istic of farm business. With the moves toward high fixed anual wages, 
consumption of the products of industry, including farming at the 
prices necessary to maintain an across-the-board rigid wage structure 
will not be enough to absorb production, so that economies in pro- 
duction will tend to eliminate small industries, services, and farm 
units through lack of capital to further expand and mechanize, man- 
ifest itself in less employment or partial unemployment in small busi- 
nesses in the rural community, and threaten the whole economy 
through breakdown of the small-business structure, affecting particu- 
larly the rural community purchasing power. 

Farm and rural industry labor costs are affected competitively by 
an arbitrary change of rates in any local business establishment. 
Raising the rates of chain-store and telephone employees in the area 
will, in time, make an all-round adjustment necessary in the commun- 
ity, and increase farm service and distribution costs in order to 
maintain stability of local employment. Wage stabilization practices 
in the last war recognized this principle and did not require the same 
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rates for certain skilled operations in different urban districts be- 
cause the established interindustry wage relationships were different, 
and a flat rate for an operation which would be equitable in one area 
would force a complete adjustment in interindustry relationships in 
another city. 

Three general groups are interested in the increase in productivity 
in an industry. “The ownership-management in the indastes needs 
adequate margins to finance expansion and new processes, including 
the growing cost of research into new products necessary to compete. 
Labor wants to improve its standard of living and working conditions 
with higher wages and shorter hours. The consumer has to get the 
benefits of new economies other than price reduction if he is to continue 
to absorb greater shares of increased production coming into the mar- 
ket. There should be a three-way division of production economies if 
production is to be stabilized on a healthful expanding basis. For 
either management or labor to squeeze the consumer out of the bene- 
fits of economies in production by appropriating all the benefits of 
technical progress is to limit the market growth and court inflation. 
What the American economy needs more than wage increases at this 
state in order to keep the economy growing in orderly fashion is 
some price adjustments in highly concentrated industries where ad- 
ministered prices and controlled production prevails. 

This is not only true as regards the domestic market. The country 
is embarked on a policy of freer trade with foreign countries who ad- 
mittedly have lower wages and less purchasing power per capita. It 
seems entirely inconsistent to expect to maintain a constantly higher 
wage structure in industries in this country having world competition, 
including farming and smaller industries, without restricting compet- 
ing low-cost imports, or to export high-cost products, including farm 
products, without the Government subsidizing the difference between 
domestic and foreign costs. 

We have lost a large proportion of foreign markets for agricultural 
products over the last decade through price alone. We are also losing 
contracts for industrial produets having high labor costs to foreign 
firms on the basis.of price with which our industry cannot compete. 
We are losing world textile markets on the basis of price. What is 
significant is that American industry is moving abroad as well as to 
domestic low-wage areas in order to reduce fixed costs, and actually 
shipping their foreign-produced product back into this country or 
into foreign markets formerly held by American industry. 

Another factor to be taken into consideration in a policy of labor 
appropriating the benefits of technology and mechanization, without 
price adjustment for the consumer, is the reduced purchasing power of 
the ex-wage earners who are receiving pensions and annuities. Their 
consumption is reduced, or, if pensions and benefits of social security 
are adjusted upward, the costs are borne by the present wage earners 
both directly and as taxpayers. 

In urban industrialized areas where proceesing operations are car- 
ried on—and I ‘refer. to processing of agricultural products—the 
competitive rates prevail which are far above the minimum wage and 
within the maximum hours.except for the seasonal exemption for proc- 
essing perishables. Most of these operations are unionized. Others 
compete with unionized operations in wages and hours. 
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Rural industry in farming areas, where mostly the processing in 
smaller plants is seasonal, rates and hours are competitive with farm 
labor except as influenced by nearby industrial areas where the influ- 
ence of industrial wages is reflected, less perhaps the difference in the 
cost of living. The average farm wage rate at present across the 
country is 85 cents, and since many seasonal mehhens are part-time 
workers, older persons and younger workers, stability of the economy 
is disturbed by an imposed rigid wage and hour structure. The rate 
still competes with the nearest town and urban area, and no substand- 
ard wage structure can be maintained in rural areas in this day of 
rapid transportation and communication to industrial areas. In most 
rural industry the wage is above the minimum wage. 

There are many of these older and unskilled workers who do not 
want to compete on a full-time basis for jobs, and if they cannot get 
part-time work at less than minimum wages, because of their low 
productivity, they would be totally unemployed and in many cases on 
relief. ; 

Because of these considerations, the national council opposes an 
increase in the minimum wage at this time. We believe that appor- 
tioning a larger share of the growing benefits of our technical revolu- 
tion to consumers and customers, both here and abroad, through price, 
would do more to insure a continuing healthy economy than an in- 
crease in labor costs at this time. 

Mr. Chairman, there is an appendix to my statement which I shall 
submit for the record. 

Mr. Rigetx. Mr. Chairman, I also have two exhibits I would like to 
file. They are the next section of the appended material, and I will 
read the foreward on those into the record, if you please, sir. 

The exhibits A and B show the impact on the labor costs of farmer 
cooperatives of the various proposals before the committee. 

Exhibit A is a study of wage costs for a farmer cooperative operat- 
ing in a highly industrialized State. It demonstrates our position that 
comers sets the wage costs at a level which is prevalent in the area. 
In this case for all practical purposes a $1 minimum wage has become 


effective, and a legislative act was not needed. The wage is set by 
employer-employee agreement under the existing situation. A reduc- 
tion in the workweek is especially costly because of overtime in farmer 
industries. 

Exhibit B is a study of the wage costs for a farmer cooperative 
opeeaintie tp a dominantly agricultural area where the service com- 


etes with farmers and small rural industry in wage rates. It will 
noted that the 75-cent wage is effective but that a statutory rise 
beginning at 90 cents affects the majority of the workers and the labor 
costs. Overtime becomes extremely costly under the proposals to cut 
the workweek. Any minimum wage increase threatens the existence 
of the business in these rural areas. And, since these farmers own 
these businesses that we have in these exhibits, it affects their income 
because these institutions reflect back to them some of the savings that 
are made in these operations. And, as a matter of fact, in this whole 
picture of the rural industry out there the farmer is the low man on 
the totem pole. He is the only segment of the economy out there that 
can absorb these changes in cost and so forth. That is illustrated 
pretty much by the change in the farmer’s and in the distributor’s 
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share of the consumers’ market dollar. It is one of few places in this 
economy of ours at the present time where one group has to absorb 
all of the impact of all these changes in costs. 

The difference in the effects of the minimum wage and maximum 
hours laws on farm services in highly industrialized areas and agricul- 
tural areas shows the inequity of across-the-board legislation on this 
subject and the necessity for area-of-production and agricultural 
exemptions. 


(The exhibits referred to follow :) 
Exuisit A 


A Farmers Suppty ASSOCIATION LOCATED IN A HIGHLY INDUSTRALIZED STATE 


In view of bills pending before Congress proposing to amend the Fair Labor 
Standards Act of 1938 to reduce overtime requirements from overtime over 40 
hours to 3714 or 35 hours, and to increase the minimum hourly rate in subject 
industries under various proposals from the 75 cents per hour up to a maximum 
of $1.25 per hour, a study has been made for the purpose of ascertaining what 
effect on costs will be produced if such bills are enacted into law. For the 
purpose of this study, a large cooperative having wholesale, retail, and fertilizer 
manufacturing operations scattered throughout the State was used. 


I 


The first part of the study was directed toward ascertaining the effect of reduc- 
ing the maximum number of hours for overtime purposes at rates presently in 
effect. The results are as follows: Present annual labor costs figured on a 
representative weekly basis are $912,219.36. If the overtime requirements are 
reduced from 40 to 3714 hours, the increase in cost per annum will be $25,419.16. 
If the overtime requirements are reduced from 40 hours to 35 hours, the labor 
cost will increase $50,838.32. The following schedule involving 277 employees 
will assist in comprehending the effect of such changes. 


ScHEDULE I 


Annual hourly rated labor cost at present rates (Apr. 22, 1955) 


40-hour overtime basis 
3714-hour overtime basis 
Increase over 40-hour basis 
40-hour overtime basis 
35-hour overtime basis 
Increase over 40-hour basis 


The second part of the study was made to ascertain the effect of reducing the 
maximum number of hours for overtime purposes combined with an increase in 
the minimum hourly rate from 75 cents (as provided under the present law) in 
the direction of $1.25 per hour. The first effect is noted when the minimum rate 
reaches $1 per hour. This will produce an additional increase in labor costs 
of $384.80 per year on an overtime basis over 40 hours; $25,810.72 on an over- 
time basis of over 37% hours; and $51,236.64 on an overtime basis of 35 hours. 
If the minimum rate is increased to $1.25 per hour, the additional labor cost 
per annum on an overtime basis over 40 hours is $23,508.68 ; on an overtime basis 
of 3714 hours the annual increase in cost is $50,757.72; and on an overtime basis 
of 35 hours, the annual increase in cost is $78,004.68. The following schedule 
will assist in comprehending the effect of such changes. 
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SCHEDULE I]—Part A 


Annual hourly rated labor cost where minimum hours are reduced to 37% and 
35 hours per week for overtime purposes, accompanied with an increase in the 
minimum hourly rate upward to $1.25 per hour 








Present stat- 
utory mini- 
mum rate, 

75 cents 


(1) 


Proposed 
minimum 
rate, $1.25 


(4) 





Annual cost, 40 hours. Overtime basis.. $912, 219. 36 $912, 604. 16 
Increase in cost per annum over 75 cents ‘stat- 
utory minimum rate 384. 80 
Annual cost, 3744 hours, overtime basis_- 938, 030. 08 
Increase in cost per annum over 75 cents ‘Stat- 
utory minimum rate 
Annual cost, 35 hours, overtime basis... 
Increase in cost per annum over 75 cents stat- 
utory minimum rate 


$935, 728. 04 
23, 508. 68 
962, 977. 08 
50, 757. 72 
990, 224. 04 
78, 004. 68 


25, 810. 72 
963, 456. 00 


| 
51, 236. 64 




















ScHEDULE II—ParT B 
Increased cots on number of persons affected by rate increase alone 


$1.00 $391. 56 $398. 32 
1.25 25, 337. 52 27, 166. 36 


Lowering the overtime requirements below 40 hours a week will mean that 
overtime will have to be paid to all 277 employees involved in the study for a 
proportionately greater number of hours depending on the extent to which non- 
overtime hours are reduced below 40 per week. This accounts for doubling the 
increased cost if the nonovertime hours are reduced to 35 hours per week (cost 
of $50,838.32 per annum) as against a reduction to 374%4 hours per week (cost of 
$25,419.16 per annum). 

Schedule II not only shows the increase in cost resulting from reduction of 
hours not subject to overtime but also shows the effect of an increase in the 
minimum rate up toward $1.25 per hour. Schedule II (2) shows that if the 
minimum rate is raised to 90 cents an hour no additional costs will result. If 
the minimum rate is put at $1 it appears that 3 persons would be directly affected, 
giving rise to additional annual costs because of the rate increase alone of 
$391.56 on a 3714-hour overtime basis and $782.28 on a 35-hour overtime basis. 
If the minimum rate is increased to $1.25 per hour, 66 persons would be directly 
involved, giving rise to additional annual costs because of such rate increase 
alone of $25,338.56 on a 3744-hour basis and $27,166.34 on a 35-hour nonovertime 
basis. 

II 


It is common knowledge that employers cannot increase the rates of some 
employees without increasing the rates of all other employees within given rate 
structures where such increases are based on statutory mandate. For example, 
if minimum rates were increased to $1.25, an employer would find it necessary to 
increase all rates in order to maintain the equity of the original rate structure. 
Hence, all 277 employees of this particular employer would be affected, rather 
than only 66 whose rates would have to be raised to meet a statutory minimum 
of $1.25 per hour. Assuming that the same relative change would have to be 
made in rates above the new statutory minimum, we would have to multiply the 
‘figures of $25,338.56 (annual increase in cost for 66 employees on 37%4-hour non- 
overtime basis at $1.25 rate—schedule II (b)) and $27,166.36 (annual increase 
in cost for 66 employees on the basis of overtime over 40 hours at $1.25 straight- 
time rate) by 4, or the quotient arrived at by dividing 277 by 66. Because an 
employer might find it impossible to avoid increasing his entire rate structure 
in the same degree that minimum rates are increased, a minimum rate of $1.25 
per hour could very well impose additional costs of $106,421.95 on a basis where 
one starts at 37%4 hours and $114,098.12 on a basis where overtime starts at 

hours. 

The foregoing figures would more accurately reflect the cost than would those 
set out in schedule II, The proposals before Congress have far-reaching effects. 





912 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Such costs will not be reflected by any corresponding degree of increased produc- 
tivity. The result would be extremely inflationary if the same figures would 
approximate the national picture. If one assumes that labor costs approximating 
an increase of 11 percent to 13 percent could be added and passed on, it would 
mean a sharp increase in prices and would be self-defeating in the end. 

However, all industries would not be affected alike. In the farm-supply busi- 
ness the immediate effect could be tragic. Margins are already low. Agricul- 
tural producers can hardly stand any increases in prices on commodities being 
purchased. The farmer and businesses supplying his needs could well be 
orphaned for a considerable period of time while presumably other parts of our 
economy could move along with a slight attack of inflationary dizziness. 

It would appear that on the basis of the most elementary economics, that a 
reduction of hours for overtime purposes will do nothing but increase labor costs. 
One does not have to be a seasoned negotiator with unions to know that any 
reduction in hours cannot be made unless the take-home pay for the longer hours 
is granted for the reduced hours. Organized labor is apparently little interested 
in passing around the work which was the battle cry when the Fair Labor 
Standards Act was in the bill stage. The only purpose overtime requirements 
now serve is to increase take-home pay. The proposals before Congress would 
exaggerate the present problem because business is simply unable to gear itself 
to shorter hours. It should be remembered that overtime penalties were intended 
to cure unemployment, whereas during a period of normal employment, overtime 
payments are bound to be inflationary. No study has ever been made to ascer- 
tain how much of the inflation stemming from the Second World War can be 
attributed to overtime compensation. It would be, indeed, an unpopular thing 
to do. But the figures quoted in this letter give some indication of what could 
happen on a national scale. 

Increasing the minimum hourly rate beyond 90 cents per hour will produce like 
results. What cannot be foreseen is the extent to which equity adjustments 
would enter into the picture if a minimum rate above 90 cents is adopted. But 
one thing is certain, if the minimum rate is increased above 90 cents per hour 
and the hours reduced for overtime purposes, a double effect is produced. Such a 
move could very well stimulate inflationary forces to such an extent that price 
levels could be seriously affected. As to some concerns, increase in the minimum 
rate above 75 cents per hour can produce the same effects as any rate above 90 
eents per hour. It might end up that the persons intended to be benefited 
would end up with less than they had at the 

It is obvious that employers who are affected by a proposed minimum rate of 
90 cents per hour would experience trouble earlier than the ‘above company. 
This merely underlines the fact that in all probability many small employers 
would be injured even to a greater extent much earlier than the present study 
indicates. 

Exursit B 


A FARMER’S MARKETING AND SUPPLY ASSOCIATION IN A DOMINANTLY 
AGRICULTURAL AREA 


ScHEDULE 11—Partr A 


Annual hourly rated labor costs where minimum hours are reduced to 87%: and 
35 hours per week for overtime purposes, accompanied with an increase in the 
minimum hourly rate upward to $1.25 per hour 


[Based on 216 employees} 
Present stat-| P: 
utory mini- be os ec 


mum rate, rate, 90 
75 cents cents 





(1) (2) 





Annual cost, 40-hour overtime basis $376, 119.64 | $419, 211. 52 
Increase in cost per annum over 75-cent statu- 
ra 


43, 091. 88 , 193, 749. 92 
427, 515. 92 581, 308. 00 


tory minimum : 51, 396. 28 ‘ 205, 188. 36 
Annual cost gutny overtime basis__. . ‘ 437, 744. 32 . 505, 303. 28 
Increase in cost per annum over 75-cent statu- 

tory minimum rate 








61, 624. 68 219, 183: 64 
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ScHEDULE 11—Part B 
Number of persons affected by rate increase 


Statutory increase (201 persons) to 
Statutory increase (204 persons) to 
Statutory increase (211 persons) to 





Percentage 
changes 





Farm labor: 
$1, 031, 000, 000 +189.0 
2, 805, 000 —22.8 
Family help 8, 866, 000 —14.3 
Man-hours 20, 520, 000, 000 —16.0 
131 (1910-14) +288. 0 
121 (1910-14) +126.0 
108 (1910-14) +67.0 


112 (1935-39) +54. 0 

Farm capital requirements: 
Value farm machinery $3, 603, 000, 000 +337.0 
Value land, buildings, equipment, per farm +268. 0 
Capital e ditures (year) +150.0 
Farm ery p 
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Mr. Ricatez. I have just another paragraph of summary. 

Mr. Smirn. Mr. Chairman? 

Chairman Barven. Mr. Smith. 

Mr. Smrrx. Does it not naturally follow that when we increase the 
minimum wage up to $1 or $1.25 that we automatically force farmers 
ts become bigger operators and cut out many of the small family-size 

arms 

Mr. Rieere. I think that is one of the direct results. And all of 
the small institutions serving the farmer in the community have to 
follow the same pattern pretty largely. 

Mr. Sarru. In other words, we have people that are advocating 
doing something to keep the farmer on the farm, and yet the Govern- 
ment at the same time passes a minimum wage that increases that wa 
which will automatically drive the small, inefficient farmer off the 
farm, and somebody else who has got the capital takes over his 
operation. 

Mr. Rieeix. We drive the small industries out of the rural areas at 
the same time so that the low-income farmers, the part-time farmers, 
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have to leave the farm and move to the city where the social problems 
are concentrated at the present time. 

If the rural industries could be maintained out there by some in- 
centives and you could maintain the present incentives of costs and 
wages and so forth, then there would be an opportunity for local 
employment for these low-income farmers. 

course the Government at the present time is concerned with the 
problem of the low-income farmer ~ is generally a part-time farmer, 
and also a small operator because of his limitations one way or another, 
age, and so forth. 

In summary, Mr. Chairman, the price-cost squeeze on farmers and 
rural communities is due largely to industrial labor costs reflected in 
the cost of farm equipment, farm supplies, and farm services, and in 
the cost of transportation and preparation for market, which comes 
out of the farmer’s share of the consumer’s dollar. Wage patterns 
now being set will be reflected in the increased cost of steel, tractors, 
trucks, electrically operated and other farm equipment. An increase 
in wages at this time will not appreciably increase the consumption of 
farm products, but will raise farm costs substantially. 

An increased minimum wage is part of the present pattern which 
becomes the base for adjusting wage differentials upward. It is 
estimated that 1954 farm costs of about $22 billion would be increased 
by $2.5 billion through the reflection of industrial labor costs and direct 
costs, of which about $350 million would be in hired labor costs in- 
creased by competition with urban employers. 

With the advent of the 75-cent rate in 1950 the average farm wage 
costs did move up in relative competition. Of such increased costs 
perhaps $250 million might find its way back to the farm in the farmer 
share of consumer expenditures, intensifying the price-cost squeeze 
by $2.25 billion. 

We oppose any increase in the minimum wage at this time because 
experience shows it will be reflected through wage adjustments back 
to farmers and rural communities in increased costs and reduced net 
income. 

Now there is an alternative to that. The farmer will get out of the 
tractor market and the machinery market in view of higher costs 
which are going to be reflected in the prices, and reduce his operations, 
reduce his income, and we would follow pretty much, I think, the 
procedure we had in the 1920’s when the farmer was gradually squeezed 
out of the market and we had a very serious situation. 

Mr. FReLINGHUYSEN. I am not sure I understand the meaning of 
the one “thou” on that appendix, behind, for instance, “Hired 
hands.” 

Mr. Ricete. It is not dollars; it is thousand people. 

Mr. Fre_incHuyseN. How many thousand is that? 280,500? 

Mr. Rieetx. That would be 2,805,000. 

Mr. Fretincuuysen. The hized labor about it is $1 million? 

Mr. Rigexe. 1 billion. 

It is one thousand and thirty-one million. That is 1 billion. 

Mr. Fretincuuysen. If that is the case then, in total expenditures 
it is the $21 billion in 1954? 

Mr. Ricetz. Where are you now? . 

Mr. Fretincuuysen. Total expenditures under “Farm expense in- 
volving industrial labor costs.” 
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Mr. Rieeie. That is right. It is $21,863 million, or $21,863,000,000. 

Mr. Frevincuuysen. That is all. 

Mr. Ricerr. This table in the appendix to my testimony reflects 
the increased costs and the decreased number of people on the farm, 
the increased capital required for machinery and new buildings with 
the new technology, and it reflects, of course, the increased number of 
acres that are necessary now to keep this machinery busy. It generally 
shows the effect of the stepping up of the economy on the farming 
business today. 

Mr. Fretincuuysen. I wonder if I could ask again a question as to 
the meaning about hired labor and hired hands. The figures that you 
provided us show that it is almost twice as expensive now to hire 23 
percent less hired hands than were hired im 1940. 

Mr. Ricetr. That is right. Rather it is almost three times as 
costly. 

Now the average farm income runs, as stated here, from farming 
operations, about $658 per capita. It runs about at the present time 
something like $2,300 per farm. That is the net income. But out of 
that net income has to come any capital expenditures. And if that net 
income is decreased very much more it is not only going to cut out the 
capital expenditures, that is, machinery, equipment, and new processes 
and even some of the operating expenses which have to do with 
putting on the fertilizer and insecticides, but it is going to begin a 
cut into the clothing market, the textile market and so forth of the 
family, in a lot of families. 

Six hundred and fifty-eight dollars from farming operations per 
capita does not go very far when it has to be spread both over the farm 
capital needs and the family needs. 

That is all I have, Mr. Chairman. 

Chairman Barpven. Mr. Riggle, of course, I think it can be truth- 
fully said that the farm people are about as fairminded people as you 
will find in this country, on love to get along with people. And asa 
usual thing they get along with their neighbors. And as a usual thing 
that is the kind of territory where people attend funerals. They don’t 
do much of that in the more concentrated areas. 

But getting to the problem that is confronting the average farmer, 
we all know and accept the fact that farm prices, the price he gets 
for his commodity, have constantly been going down, and they are 
going down now. All records indicate that they are low and going 
lower, don’t they? 

Mr. Rieeie. Yes. 

Chairman Barpen. There can be no question about that. 

Now here is the predicament that he finds himself in: Ford and 
General Motors the other day fixed their guaranteed annual wage. 
They gave an increase. How is the farmer going to continue to pay 
the increased price for his tractor, for his motor plows and whatever 
kind he may have, the pickup truck, the trucks he must have on the 
farm, if the commodity that he is hauling in that pickup truck and 
plowing with that tractor is going down while the price of the tractor 
or the truck is going up? 

Mr. Riaeie. Well, it is a problem. At the present time what he 
is doing is he has borrowed again to where he was before the war 
practically in order to ease the thing along temporarily. But that 
is going to end. 
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Chairman Barpen. Here is the thing that so many people do not 
understand. In the operation of even a small farm he must have 
cash crops if he stays in business. He cannot just raise corn and 
potatoes, and so forth, for his family. He must have cash crops to 
provide the money in the fall of the year to carry on. 

Mr. Rieerx. And pay his taxes. 

Chairman Barpen. He must buy crates. And the crate and basket 
business is a tremendous industry. He must pay what those crates 
cost. The prices of those crates. and baskets, and so forth, have gone 
up Atha a as you know. They pay almost as much for a straw- 
berry crate now as they used to be satisfied to get for a crate of berries. 

They buy their clothing and they buy their fertilizer. That is high- 
cost production. All of their fertilizer is high-cost production. They 
must buy lumber for repairs. They must buy every kind of a gadget 
almost you can think of. They must have wade equipment. They 
— have stoves. They must have cooking utensils, and all of those 
things. 

At the same time those things are going up his commodity is going 
down. 

He must compete with the price of labor. He cannot sit down and 
pay much less for labor than the surrounding territory is paying. 

The mortgage situation is getting bad. If you will remember before 
the depression, what was it that caved in first? It was the farmers. 

Mr. Rieeix. That is right. 

Chairman Barven. The foreclosures on mortgages, the courthouse 
doors were literally plastered with them. It i a me greatly to see 
the tremendous increase in farm mortgages now being written. The 
trend now is not to give a mortgage for a thousand dollars this year 
and pay it off in the fall and borrow again in the spring. He borrows 
a thousand dollars now, and if he can pay $750 he renews the $250 and 
borrows another thousand, and in that way it is building up. And, of 
course, his interest. costs, the more he has to borrow the less he has to 
offer as security, the higher priced interest he has to pay. Is that not 
correct ? 

Mr. Ricate. That is right. 

Chairman Barven. So that is a bad situation for the country be- 
cause the 25 to 30 million agricultural people are tremendous buyers. 

Mr. Ricere. And consumers. 

Chairman Barpen. They are consumers. They are tremendous 
buyers on the market. 

I do not know what the answer can be. You can take tobacco. 
You know tobacco has been selling for about the same thing for about 
the last 4 or 5 or 10 years ; has it not? 

Mr. Rieerx. That is nght. 

Chairman Barpen. Cigarettes have gone from 10 cents to 25 cents a 
package. And tobacco is staying the same. 

And most small farms have a few beef cattle on them, and a few 
hogs. Beef cattle have fallen from about 32 or 33 cents down now to 
about 16 or 17 or 18 cents a pound. For choice you may get 20. 
Steaks are the same price. And the farmer is absorbing that letdown. 
= price of beef is: certainly high enough in the retail market; is it 
not 

Mr. Ricatx. ‘Yes, indeed. 
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Chairman Barpen. And that baffles the farmer. And if you will 
go through a farming area now you will see literally millions of acres 
of small farms that are growing up in weeds with no one living in the 
house. Those people have gone to town. They will be the first in the 
breadline, the first unemployed. And then, as you say, you have your 
social problems. 

Now, I do not think either the failure to increase the minimum wage 
or an increase within reason is going to solve that problem. I must 
agree with you to some extent that it has increased. It will tend to 
aggravate the problem that is there. 

But somebody, for the general good of the American people, probably 
is called upon to make some sacrifice. 

But there is something deeper and more fundamental involved in 
this thing that the farmer is meeting now than wage legislation. I 
don’t know what it is. I simply cannot understand. 

I come from an area that has.a tremendous heavy agricultural popu- 
lation. They cannot understand it. They cannot understand why 
they pay more for their fertilizer, they pay more for their trucks, they 
pay more for their clothes, they pay more for everything in the world 
that they use, and get less for what they sell, less for their beans, less 
for their beef, less be their pork, and so forth. 

Mr. Smiru. Mr. Chairman, I want to call your attention to one 
thing that you left out, and that is the hazard of weather. For in- 
stance, in my State of Kansas they are going to raise less wheat this 
year than they have for the past 16 years. 

Chairman Barpen. Well, as to the hazards of the weather and the 
droughts, my father when he was farming never figured on more than 


2 good crops out of 3 years. And he thought he was pretty good if 
he got that. 

Now I wish you could have seen my area the other day when I drove 
through, to see the farms with corn and tobacco. Tobacco, for instance, 
is an oo maps crop because it takes from 1,000 to 1,500 pounds of 


$40 fertilizer or $35 fertilizer to go under that, together with the labor. 
And this hail-storm had come through and it was just a horrible sight. 
Of course, it is too late for him to replant. 

They all have to meet those hazards more than the man that is em- 
ployed by the hour who works in a cotton mill or works in something 
else. 

But the farmer is terribly troubled. They will catch their breath 
and think they are fixing to pull out, and the first thing they know 
something happens somewhere that depresses their prices. 

I just have not found anybody yet who could justify a drop of al- 
most 50 percent in the price of beef on the hoof. I don’t know anybody 
who can explain that. 

One member of this committee said yesterday he had a herd of 
black:Angus. He said, “I am going to sell them because I can’t afford 
to lose'money that way.” 

_ Well, he is in the fortunate position that he has another source of 
income, 

But’ what is the poor devil going to do that does not have another 
source of income? There is not but one thing for him to do, and that 
is to do like the butterflies and go to town and hover around the bright 
lights. That is the only thing mee see for him to do. 
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But the disturbing thing is the real backbone of agriculture and the 
real strength of rural people has been the small farmers, what we re- 
gard as small farmers, family farmers. And now it has gotten to the 
point that about the only ones that can get along are the big ones. And 
they are having their troubles. 

Mr. Ricetz. The amount of acreage necessary to support machinery 
is the dominating factor at the present time. And that is brought 
about because of this labor situation. . 

And I want, of course, to remind you that the squeeze is a two-way 
thing. You not only have a squeeze downward in the loss of farm 
income, but we have got this squeeze upward from the bottom at the 
same time in the increased costs. 

This minimum-wage thing, to our thinking, is just a part of a gen- 
eral pattern. 

Chairman Barpen. It is not the whole thing. 

Mr. Ricete. It is a part of a general pattern. But it isan important 
part because the Government is involved in it. 

Chairman Barpen. Do you know of any farmer that would not be 
tickled to death if he could afford to pay $1.50 an hour? 

Mr. Riectx. As a matter of fact, during wartime when farmers 
could afford to, the wages of agricultural workers went up faster than 
any other group. 

Chairman Barpen. They would love to pay it if they had the money. 

Mr. Rieere. That is right. 

Chairman Barpen. Instead of that, they are hanging on by their 
teeth. 

And talking about child labor, you go by the average farm down 
there now and you will see, as I saw the other day, a little kid driving 
a tractor. He could not reach the pedals from the seat. And when 
he got to the end of the row he jumped off the seat and worked the 
pedals with his feet, and turned it around and went back. The little 
fellow was doing a good job. He didn’t look like he was over 12 years 
old. He was doing a good job. 

Mr. Rieevz. That is right. 

Chairman Barpen. But those kids are taking a lot of the burden 
right now of the labor that that farmer cannot hire. Is that not 
correct ? 

Mr. Riceix. That is right. 

Chairman Barpen. Mr. Elliott ? 

Mr. Exxsorr. I would just like to call the gentleman’s attention to 
page 4 of his statement in which he says, in the fourth paragraph: 

There are many of these older and unskilled workers who do not want to 
compete on a full-time basis for jobs, and if they cannot get part-time work at 
less than minimum wages because of their low productivity they would be totally 
unemployed, and in many cases on relief. 

Now, Mr. Riggle, what I would like to say to you is that it seems to 
me that very soon, with our increasing longevity in this country, that 
we are going to have to write in some exemptions or make some pro, 
visions—and I don’t know just how it is going to be done—to allow 
older people to continue to work when they want to do so. And most 
of them want to do so. 

Mr. Rieeix. That is correct. 

Mr. Ex.iorr. We have got, to my way of thinking, one of the most 
pathetic things about our modern industrial life in the fact that we 
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have said to men and women that at the age of not more than 65 you 
have got.to stop work and get completely out of the stream of produc- 
tion and get off in a corner somewhere and wait until your time comes 
to die. 

And I think that this civilization of ours has got to do a lot toward 
the solution of that problem. 

As I say, I don’t know—you didn’t make any suggestion as to how 
it could be absorbed here except maybe by the inference that you in- 
tended to leave here. But I think you hit upon a very important point 
and one that the country has got to consider and has got to evolve some 
solution to. 

Chairman Barven. Will the gentleman yield right there ? 

Mr. Extiorr. Yes. 

Chairman Barpen. I have mentioned this before, but it has recently 
been brought to my attention very sharply. Bad things are happen- 
ing to people who have retired from civil service or retired on railroad 
retirement. The country has, and industry has made great advance- 
ment in retiring people. But what we have done—and I don’t know 
the answer—is that the cost of living has gone up. Where they were 
once secure they are very insecure now. 

Just the other day a gentleman, a nice old fellow who retired on his 
railroad..retirement, had an illness in his family. His wife was in 
very bad shape. He simply could not get along. He has gone back 
in with a little satchel arrangement, going around fixing locks and 
putting in windowpanes and things of that kind. 

Some way we have taken that security away from that man. 

And there are literally millions of them. 

Every penny’s inflation we add we cut that much off of that fellow. 

I have already been receiving petitions from postal employees and 
from railroad folks and others to increase their retirement, and the 
civil-service men, to increase their retirement because of inflation. 

Mr. Ex.iorr. Mr. Chairman, the point I wanted to emphasize in 
addition.to. that one I mentioned is the fact that this older person 
under our laws, or most of the laws that we have that I know any- 
thing about, has to compete in full scale against the man who is 20 
years old or 30 years old. In other words, unless he can produce at 
the same quantity and rate that the younger fellow does, our system 
tends to lop him off. Your man had to get a little satchel and a couple 
of screwdrivers to go around and put in windowpanes and so on be- 
cause there was no place left for him to compete in his age group 
where he would be in competition only with those of his general scale. 

Shairman Barven. That is right; a could not keep up with them. 

And this gentleman is talking about an industry. You will hardly 
find a farm where you will not find 1 or 2 old couples that have been 
around and maybe lived on a farm. They are kind of privileged 
characters. 

I know-when I was on the farm what Henry and Handy said went 
on that farm. 

Mr. Ricetxr. They are advisers. 

Chairman Barven. Well, they worked when they felt like it. And 
they did part-time work. 

Mr. Rieeix. They had a lot to do with management perhaps. 

634895560 
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Chairman Barpen. But if they were put on a straight hourly wage, 
they could not keep up. They just eo not keep up, and that is all 
there is to it. 

So this thing is not as simple as some would think. 

Mr. Landrum ? 

Mr. Lanprum. No questions. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercatr. No questions. 

Chairman Barpen. Mr. Bowler? 

Mr. Bower. No questions. 

Chairman Barpen. General? 

Mr. Smrrx. No questions, 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. No questions. 

Chairman Barpgen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. Mr. Frelinghuysen ? 

Mr. Frevincuuysen. No questions. 

Chairman Barpen. Thank you very much, Mr. Riggle. 

Mr. Riceie. Thank you, Mr. Chairman. 

Chairman Barpen. Miss Borchardt? 

It so happens that I have had the pleasure of meeting you, but will 
you identify yourself for the reporter, please. 


STATEMENT OF SELMA BORCHARDT, WASHINGTON REPRESENTA- 
TIVE, AMERICAN FEDERATION OF TEACHERS 


Miss Borcuarpr. I am Selma Borchardt, Washington representa- 
tive of the American Federation of Teachers. 

Mr. Chairman, I ask permission, please, to make a very brief oral 
statement, and to submit a fuller statement for the record. 

Chairman Barpen. Yes, ma’am. 

Miss Borcuarpr. Thank you. 

(The mformation referred to will be available for reference.swhen 
furnished. ) 

The teachers’ interest in appearing before this committee is the 
child. We as teachers, of course, are State employees, and naturally 
would not come under this law. But we are pleading for the child 
and for his home. 

There have been, over a period of 30 years, studies made which show 
that the IQ is altered anywhere from 5 to 18 points by improved 
economic conditions. We think there is a very tragic loss to America, 
to our national stability in having that loss to the American child 
and to our Nation. 

Originally, when the studies were made by Dr. George Stoddard 
when he was at the University of Iowa, people thought, well, the im- 
proved economy generally will be reflected. And it has been. 

But a study just completed at the University of Pittsburgh by Dr. 
W. W. Brown, who is the director of research in York, Pa., schools, 
has shown exactly the same findings as the Stoddard study showed 30 
years ago. 

So, as a matter of basic economy, we appeal for a family income 
which will give our country a better return on its richest and, most 
precious investment, our children. 
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We plead also for the wage that will give greater family stability. 
Actually the number of homes without a dining room, without a com- 
mon meeting place for the family has contributed more to the break- 
down of our family life, and, therefore, to the destruction of the social 
fiber of our country than almost any factor. 

We find that the children who can still sit around a dining room 
table or around any common family meeting place are much better 
adjusted than those who have to just dash in to get their own meals 
and get what they can by chance and try to survive. 

And, of course, that takes money. 

If we consider the actual expenditure in treating the juvenile de- 
linquent and in the prevention of such delinquency we would find that 
the raising of the wage in terms of the total economy of the Nation 
would be a very real investment. 

Strangely enough, poverty begets poverty. And over 20 States 
of the United States exempt children from compulsory school at- 
tendance laws if they are too poor to attend. 

We feel that the Nation should immediately provide aid to assure 
every-child attendance.in school in rae. with the school attendance 
laws. But we feel that a much sounder approach is through the es- 
tablishment of a decent family income. And we do not see how the 
average American family can maintain itself at an income of less 
than $1.25 an hour. 

So I just close as I began with a plea for this wage in terms of the 
American child who is, for all of us, the most precious person. The 
economists here have shown that the wage can be borne by industry, 
and that where a subsidy is necessary our Government has subsidized 
industry, has subsidized the farmer, has given aids to production. 
We feel that that recognition of the family stability, which is basic 
to this whole thing, is most important. 

So we join with the others who plead for the $1.25 wage for the 
children and for the home of our eountry. 

Chairman Barpen. Thank you. 

I will tell you ‘How. you could render this committee a great service. 

Miss Borcuarpr. I wish that were true. 

Chairman Barpen. If you will bring in some kind of a report, short 
or long, on how the people whom the gentleman was just discussing 
who preceded you can survive a $1.25. 

Miss Borcuarpr. That has been presented here by a number of the 
economists, Mr. Chairman. 

Chairman Barpen. I have not found one yet that could answer that 
+64 question. 

Miss Borcuarpr. I know that some of our people have. Perhaps 
we don’t agree on the findings as they have presented them. 

Chairman. Bagpen. Then I was not intelligent enough to ferret it 
out while they were presenting it. I will put it on that basis. 

Miss Borcwarpr. I ectinba be glad to emphasize that as an addition 
to the report that I am submitting. 

Chairman Barpen. Let me hasten to say this, that you could not 
possibly be any more interested in the children of this country than this 
committee. id do not know of anything that attracts the attention of 
this committee more. It has received not only their attention but 
the committee has given its efforts to try to work out something. 
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And, of course, we know the better the home conditions the better 
the country is off. But we are sometimes, I think, a little prone to pick 
out a particular segment of our economy and say, well, we want to 
improve this—and let the rest of them look for themselves. 

If the wage-and-hour law is a good thing and solves all problems, 
agriculture down to the boy behind the plow should not be exempted. 

Now that carries out a part of the ideal and objective. But who is 
going to pay the boy plowing with the mule? Where is that money 
coming from ? 

Miss Borcuarpr. Well, of course, the farmer himself needs not onl 
the full supports for which our people, as you know, have pleaded. 
The labor movement has pleaded for full supports for farmers. 

Chairman Barpven. I am not talking about that. The farmer 
doesn’t want to be on a dole any more than you do. He is just as proud 
as youare. He likes to make his own way. 

Miss Borcuarpr. It is not a dole any more than so many of the 
industries; any more so, for example, than the airplane industry. 

Chairman Barpen. Well, the poor fellow might have a fine steer 
down there on his farm now that has Aepbosintadl 50 percent in value 
in the last few months, but you have not seen any reduction in beef 
in the market, have you ? 

Miss Borcwarpr. I would say that the farmer deserves the same 
— consideration that airplanes do. 

Chairman Barpen. He can’t live on sympathy. He can’t buy trac- 
tors with sympathy. He can’t buy automobiles or trucks. 

Miss Borcuarpr. Not sympathy, Mr. Chairman. 

Sympathetic consideration. 

Chairman Barpen. He can’t even do it on sympathetic considera- 
tion, even though that is a bigger word. 

Miss Borcuarpr. If the consideration is expressed in the same way 
that it is, shall we say, to the airplane industry. 

Chairman Barven. To the what? 

Miss Borcuarpr. To the air industry. Planes are subsidized, and 
many other industries are similarly subsidized. And we think the 
farmer deserves the greatest support that the national economy can 
afford because he is basic. 

Chairman Barpen. I don’t know whether this is a good word or not, 
but I will say that the subsidee is soon going to be getting along better 
than the subsidor. 

You cannot pay subsidies, the Government cannot do it unless it 
takes the money out of my pocket and your pocket. And every time 
they take more money then we say the answer to that is to replace 
it by increased salaries. And the thing is that the taxes are gaining. 

Miss Borcwarpr. True. But there could be a different and, we be- 
lieve, a more equitable distribution of the sources of taxes. 

Chairman Barpen. I don’t know about the equitable distribution 
of the sources of taxes, but I am ‘going to just announce my theory 
about that situation right in these short words: 

I think any human being living in America and enjoying all of 
the fine things that this Government provides in the way of protec- 
tion and growth and health and everything else should never squawk 
about paying some taxes, certainly commensurate with his ability 
to pay. And this business of the movement, of the shifting of taxes 
from one group to the other group does not appeal to me. 
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Miss Borcnarpr. It does to us. 

Chairman Barpen. I want a fair rate of tax to everybody that 
enjoys all the benefits of this Government. 

Miss Borcuarpr. We do believe in shifting the burdens to where 
they can be more readily borne. That is the very essence of our 
approach. 

Chairman Barpen. Well, that is usually to the other fellow. I 
would love to see my taxes shifted onto some other fellow. It would 
be so much more pleasant for me. | 

Miss Borcuarpr. It is not a question of the personal tax. 

Chairman Barpen. But when I walk out on the street and some- 
hody holds me up and I shout for a policeman he might look at me 
and say “That bird doesn’t pay any taxes. He doesn’t pay as much 
taxes as the man down the street.” 

Miss Borcnuarpr. Not at all. That is not sound government. We 
would never favor that. 

Chairman Barpen. Neither is the other. 

Miss Borcuarpr. That is where we would have a strong difference. 

Chairman: Barpen. You know I would bet we could argue a long 
time. Are there any questions by any members of the committee ? 

Mr. Frevtineuuysen. I hesitate to take too much time. 

Mr. Mercatr. Mr. Chairman, may I interject a personal note. I 
want to welcome Miss Borchardt to the committee as a parent because 
2 years ago at Eastern High School she was the very able teacher 
of my own boy. 

I am glad to have you before the committee, Miss Borchardt. 

Miss _ saan Thank you. 

Chairman Barpen. The reason I was more or less enjoying the 
colloquy is that I will say that this is not the first time we have met, 
is it? 

Miss Borcnarpr. No, it is not. 

Chairman Barpen. I have seen Miss Borchardt for some time. 

Miss Borcuarpr. We are hoping sometime we will find you on 
labor’s side. We want you there. We need you. 

Chairman Barpen. I don’t know what you mean, on labor’s side. 
As long-as I'am a Member of the United States Congress I do not 
prefer to be on any minority group:stde. I would like to be for the 
American people. 

I do not believe it is a good place in Congress for a man to team 
up on sides. The score might be too one sided in the final windup. 

Miss Borcwarpt. We think the side of the laboringman’s human 
interest is really basic to all. 

Chairman Barpen. Don’t we all work? 

Miss Borcrarpr. I know I do, and I know you do. 

Chairman Barven. Well, as to this business of dividing laboring 
people, in my book any man who works and earns a living is a laboring- 
man. 

Miss Borcrarpt. Right. 

Chairman Barpen. I do not care whether he is a white-collar man 
or not. 

Miss Borcuarpr. Definitely so. 

Chairman Barpen. Even if he wears a beautiful white hat. 

Miss Borcnuarpt. May I say, Mr. Barden, we certainly believe that 
most emphatically. And we are asking for an investment in the 
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interest of the people from the impersonal person created by Gov- 
ernment, and therefore responsible to Government for human wel- 
fare—the corporation. And we will look for that type of raising 
of taxes, the closing of loopholes and so forth for the maintenance 
of our economy. 

Chairman Barpen. I don’t know that I followed all that. You are 
a schoolteacher and I did not graduate in that. I had better not 
comment on that. 

Mr. Frelinghuysen. 

Mr. FReLINGHUyYsEN. I hesitate to take too much time, but, of 
course, I, too, know Miss Borchardt and the fine work that her 
organization does. And I want to say that she certainly touched 
on familiar themes when she said that it is naturally the desire 
of all of us on this committee and every Member of Congress to work 
on economic conditions, and we are certainly all interested in helping 
children. 

I, as the father of five children, have a very selfish interest in that 
particular problem myself. 

But I am wondermg whether you have considered the possible 
adverse consequences of an increase in the minimum wage such as 
you have suggested. You suggested an increase of 50 cents in the 
minimum wage, as I understand it, for the basic economy in develop- 
ing a decent family income. 

If you have attended any of these meetings you have heard a number 
of witnesses say that there will be no income for some families if 
we should have an increase of this size because the employer would 
not be able to foot the bill. 

Over $2,300 million would be required on the part of the employers 
to pay that amount. 

Much as we would like to legislate a decent family income for 
everybody, is it not equally important that we should do what we 
can to avoid unemployment, curtailing the entire income of the par- 
ticular family that we are trying to help? 

Miss Borcuarpr. Most emphatically. 

Mr. Frexinenuysen. Is not that one of the things that even your 
organization should consider: in making its recommendations? 

iss Borcnarpr. We do consider it. We certainly are not going to 
advocate anything which would create unemployment. 

Mr. Fretincnuysen. Aren’t you doing just that by advocating a 
50-cent increase? 

Miss Borcuarpr, No, sir. 

Mr. FretincHuyseNn. You will find a lot of people who will argue 
that vigorously. I have no intention of doing it right here. But you 
pases have not refuted the arguments that have been put forth 
against an increase of that amount. 

Miss Borcuarpr. As I said, I did not want to give the figures 
because they have been given here. 

Mr. Fretineuuysen. This could not come from the economy of the 
Nation as a whole. It comes from individual employers in this par- 
ticular instance, in low-wage industries, pe, | those low-wage 
employees that we would like the most to help. But, granted that 
we want to help them, don’t we have to consider very carefully the 
means by which we attempt to do so? 
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Miss Borcuarpt. I would refer you to, as I have in my fuller state- 
ment, the decision of the Supreme Court in upholding this law in the 
first place, in which it was clearly pointed out that no industry has 
the night to function and exploit individuals to maintain itself, who 
must accept the conditions offered when they are offered. And that 
is a i of the decision itself when the original law was upheld. 

I know that you personally have been very much interested in it. 
I know you have been very much interested in the whole question of the 
runaway industry. I know you have been interested in the whole 
question of the competition with foreign industry. 

Mr. FretincuvyseN. I do not like to bring a new word into the 
conversation, but do you know what a panacea is? 

Miss Borcuarpr. Yes. 

Mr. FRELINGHUYSEN. It is a cure-all. 

Misss Borcnarpr. Yes. 

Mr. FrevincHuysen. Do you think that an increase in the minimum 
wage such as you suggest is a cure-all for these problems? 

Miss Borcuarpr, Not at all. It is but one step. 

Mr. Fre.tinenvysen. It might be the wrong step if you did it too 
rapidly or too drastically, might it not ¢ 

I am not saying your figure is necessarily too drastic or too big a 
step. might it not have just the consequences you do not want 
to see 

Miss Borcuarpr. Not according to the figures which our economists 
have here presented and which we accept, the rest of the organization. 

Mr. Fre_incHouysen. Who are we? 

Miss Borcrarpt. I am talking about our labor people who have 
presented it. 

Mr. Frevtneuvuysen. Who are our labor people? 

_ Borcuarpr. I am affiliated with the American Federation of 
Labor. 

Mr. FretINGHUYsEN. I wondered who we were talking about. 

Miss Borcuarpr. I beg your pardon. I hought you knew. 

Mr. FrevincHvuysen. Just for the sake of the record. 

Miss Borcuarpr. We do think that their figures are just as sound, 
we think more so than the figures presented. 

Mr. Frenincuuysen. Do vou think we can discount the testimonv of 
the industry representatives that we have heard from the South ? 

Miss Borcuarpr. I would not say discount, and I hope they would 
not say to discount ours. But I think the facts and figures should 
be weighed with each other. 

Mr. Frevincuvuysen. That is all, Mr. Chairman. 

Mr. Lanprum. Mr. Chairman ? 

Chairman Barpen. Yes. 

Mr. Lanprum. On the last question, where would you get the 
money? Where is the money coming from to raise the wage? Where 
do labor's wages come from ? 


Miss Borcuarpr. From industry. We have private industry. 

Mr. Lanprum. Do you want to destroy all profits ? 

Miss Borcuarpr. Not at all, not at all. There is no group— , 

Mr. Lanprum. Have you any statistics or any figures to show that 
your suggestion would not destroy it? 
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Miss Borcuarnpr. Yes, sir; in a fuller statement which I am asking 
to file. That is why I kept looking back, because it was being mime- 
ographed. 

Mr. Lanprum. I would say to the lady, having been a schoolteacher 
myself for 9 years and now being a proud parent, as Mr. Freling- 
huysen has suggested he is, I am just as interested in the general 
welfare of all of the people, and particularly the children——- 

Miss Borcuarpt. We now you are. 

Mr. Lanprum. As you are or any member of your profession. 

I am a little reluctant to say this, but I am going to say it anyway: 

It is obvious from your statement that what I have felt for a long 
time is true, that you people deal more with the esthetic side of life 
than you do with the practical side. And you expect us to legislate 
in the realm of the utopia rather than to do things which would help 
us carry out the practical. And it is the practical that is necessary 
to make this economy go. 

That is all. 

Miss Borcnarpr. Well, sir, may I say that we think paying a man 
$1.50 an hour is not dealing with the intangible esthetics. 

We think that is a very real, very practical side. 

Mr. Lanprum. But if you have got the money to carry it out, you 
have not shown me where we could get it. 

Miss Borcnuarpr. I haven’t here. 

Mr. Lanprum. Or the man who is paying the wages; you haven’t 
shown where they can get the money. 

Miss Borcnarpr. I haven’t here because, as I have said, I have very 
definitely culled those figures both from the Bureau of Labor 
Statistics—— 

Mr. Lanprum. If you haven’t here, where in goodness’ name is the 
place to show it if it isn’t here? We are the people who are charged 
with the responsibility. 

Miss Borcuarpr. I shall file that statement. 

As I said, I had it mimeographed and was expecting it to be deliv- 
ered here. 

I met yesterday afternoon with another group, and that is why I 
did not have the exact figures here. And I am asking to file thémyand 
I should like to bring them to you personally. 

Chairman Barpen. Miss Borchardt, I am going to bother you with 
one more question. 

You say to get it from industry. Is agriculture an industry? 

Miss Borcuarpr. It is in many instances, yes. It has been indus- 
trialized. 

Chairman Barpen. Is a small sawmill operation an industry? 

Miss Borcuarpr. Many of the farms have become industrialized. 

I realize that you gentlemen are not talking about..those-farms 
largely here. You are talkimg about’ the small farmer. 

‘hairman Barpen. That is exactly what we are talking about. 

Miss Borcnarpr. The small farmer—— 

Chairman Barven, Now I want to tell you something. 

Since we are eating beef that the farmer is producing and getting 
50 percent less for today than he was a few months. ago, since he is 

tting less for his food products off the farm, since he is getting less 

or the things he produces and is paying more for the things Cotes, 
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where is he going to get the money to pay the $1.25 you are talking 
about ¢ 

Miss Borcuarpvr. What does that show? The middleman’s place 
in the economy, to whom he sells—— 

Chairman Barpven. The thing is you folks are always piling up the 
cost on the middleman, and he shoves it back on the little man. 

Miss Borcwarpt. Doesn’t the middleman purchase from the pro- 
ducer? 

Chairman Barpen. Well, in some instances they almost take it 
from him. 

Nevertheless, you do not get away from the practical thing: what 
is the fellow at the bottom of the totem pole going to do? 

Miss Borcuarpt. Well, the question there is the adjustment in 
the distributive factors, which is a very serious factor. 

Chairman Barven. Would you reduce the price per hour that 
the trucker gets? 

Miss Borcnarpr. Not at all. 

Chairman Barpen. Would you reduce per hour the price that the 
man gets who is hauling it on his dray to the store? 

Miss*Borcuarpt. No. 

Chairman Barpen. Would you reduce the salary of the clerk that 
is waiting on you? 

Miss Borcuarpr. We believe that the place to effect these econo- 
mies is not in the wage level. 

Chairman Barpen. What I want to know is what is the fellow 
at the bottom of the totem pole going to do? 

Miss Borcuarpr. He is going to function through a more equitable 
distributive system. 

Chairman Barpen. How is the poor devil down yonder with a 
half dozen children sitting out there, with not 5 cents worth of plumb- 
ing in his house or any of the conveniences that you and I enjoy 
because he cannot buy them to take care of his 6 children, how is 
he going to pay $1.25 an hour when he doesn’t make that much him- 
self? And he must take those six little kids out there and work 
the living fire out of them in order for them to live so that you and 
I can get nice food at his expense. 

Miss»BorcHarpt. One of the saddest things I saw in your State 
was when one of the large canning firms had ordered the farmers to 
bring their produce to a particular place for purchase, and then did 
not show up. The whole produce was lost. They fixed another date. 

It was a question of inconvenience. 

The question of the distributive center, the purchase center, is very 
vital there. 

Chairman Barpen. Let’s get back to the practical side of it that 
Mr. Landrum just he ti 

Who absorbed the loss? 

The farmer. 

Miss Borcuarpt. The loss is absorbed by the producer on the farm. 

Chairman Barven. He hired labor to gather those vegetables, and 
he bought his gasoline to haul them. 

Miss Borcuarpt. Definitely. 

Chairman Barpen. And they probably paid $5 an hour labor on 
building that truck that he bailed them in. 
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He got all of them there, and then dumped them. 

Miss Borcuarpr. Then the large canning company left him high and 
dry in that plight. That shows that there should be a more eflicient, 
more effective, more equitable method of purchase and distribution. 

Chairman Barpen. Now we are getting into that hazy field of the 
utopia Mr. Landrum was talking about. 

Miss Boronarpr. That. is not hazy; that_is very practical. ‘There 
are many cases where the cooperatives are functioning and function- 
ing effectively. 

Mr. Frectncuvuysen. Are we talking about socialism, Miss Bor- 
chardt ? 

Miss Borcuarpr. Not at all. 

Chairman Barpen. If we ever get such a regulated economy as 
would be required to accomplish your objectives I would not give you 
3 cents’ difference between that and what Mr. Stalin has. 

Mr. Borcnarpr. Not at all. There is no group that has more effec- 
tively fought against Mr. Stalin than the trade-union movement. And 
we think we are doing it right. 

Chairman Barpven. I know, but you get right down there and cry 
over that poor devil that is feeding us. But you don’t offer any remedy 
for him. 

Miss Borcrrarpr. On the contrary. 

Take the question of the cooperatives. The cooperatives are a 
tremendous assistance, and in some States they are—— 

Chairman Barpen. They do a tremendous amount of good. But 
if you don’t watch out they might get too big for their pants, too. 

{iss Borcuarpr, I don’t think the cooperatives are in any way a 
contribution to Mr. Stalin. I think they are an effective means of 
fighting him. 

Mr. Fre.tinenuysen. Mr. Chairman, Mr. Riggle was the representa- 
tive of the National Council of Farmers Cooperatives, and they came 
out 100 percent against any increase in the minimum wage and gave 
very good reasons why that should be so. 

So again we have got a very different outlook, and I think—— 

Miss Borcuarpt. fie came out for exemption or some approach to 
the farm workers, some approach to the minimum w to the farm 
workers here, was his statement. In fact, he pointed out the whole 
idea of raising the general national economy by increasing the wage; 
did he not ? 

Mr. Frevtinenvysen. No one is against raising the national econ- 
omy. Nobody is against that. 

He came out very strongly against the rigidities which have ap- 
peared in the farm picture, some of which have been introduced by 
governmental action and which he is presently opposed to. 

You are suggesting that governmental action should be even more 
vigorous in this field than it is at present. 

Miss Borcuarpt. No. 

He pointed out that raising the industrial wage actually improves 
the farmer’s lot. 

Mr. Fretincuvuysen. I think that is exactly the opposite of what 
hesaid. I wish he were still here. 

He said it increases the farmer’s problems because it does result in 
a drainoff of some of the farm population that normally would have 
stayed because the wages are higher, and there are other attractions 
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to the young people who leave the farms. It decreases the benefits 
which farmers receive. 

Miss Borcuarpr. Did he not say that it improved the situation in 
any particular area, and therefore generally improved the farmer’s 
lot ¢ 

Mr. Frevincuvuysen. No, definitely not. 

Miss Borcuarpr. I think he did. 

Mr. FretincuuysENn. Definitely not. 

He said part of the problem the farmers were faced with was 
increasing rigidity, loss of elasticity, is how he put it, which the 
farmers now have in operating at a reasonable level. 

Miss Borcnarpr. I thought he emphasized the fact that there was 
more purchasing money available in the area, and spoke of the in- 
crease in purchasing funds available, and the improvement reflected 
in the general farming areas. 

Mr. Fretincuvysen. He gave the average annual income of the 
farmer at $628, as I recall it. 

Miss Borcnarpr. Yes, he did. 

Mr. Frevinenvysen. And he indicated that that was part of the 
problem and why they would not bein a position, much as they would 
like to raise this minimum wage, or much as they would like to see 
it raised for others, it would just make their lot even more hopeless 
than it is today. 

Miss Borcnarpr. Well, he did say his own group could not afford 
the other approach. That he said. 

Thank you very much. 

Chairman Barpen. I will not ask any more questions, but I am 
going to say if anybody ever thoroughly convinced me here that $1.25 
or $1.50 wage will put my agricultural people in as good a place as 
Mr. Ford’s employees, then I am going to come out for $1.50 or a $2 
wage and vote to include all agriculture. And I would suggest a 
good supply of ammonia be on hand because I think about 85 percent 
of the people that. know me are. going to faint when that happens. 

Mr. Lanprum. I would like one more question to clear up some- 
thing: 

Chairman Barven. Mr. Landrum. 

Mr. Lanprum. I think I heard you refer to a distributive system 
in your last remarks to Mr. Barden. 

Miss Borcuarpr. Yes. 

Mr. Lanprum. ¥ wonder if you would give me an explanation of 
what you mean by that. 

Miss Borcuarpr. What I mean is that a large number of farmers 

unfortunately, as competitive individuals, bring their produce to a 
particular place where canning companies purchase them. They 
cannot afford in any way to aheviats that association because it is 
a sure market, surer than the chance of “will this person or that person 
buy.” : 
By having 4 distributive system in which the farmer brings his pro- 
duce to such a market where the choice is entirely the acceptance or 
rejection by that company, he is often made to suffer very severely. 
Yet he has very little choice as to whether to accept such a distributive 
system or whether to try on his own a direct person-to-person 
marketing. 
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Mr. Lanprum. Now I understand what you are talking about. But 
I don’t necessarily say I agree with you. 

Miss Borcnarpr. I am sorry. 

Chairman Barpen. Thank you very much. 

Miss Borcnarpr. Thank you. 

Chairman Barven. Mr. Jobe? 

Will you identify yourself for the reporter, please. 


STATEMENT OF WILLIAM T. JOBE, GENERAL COUNSEL, NATIONAL 
ASSOCIATION OF ICE INDUSTRIES 


Mr. Jose. My name is William T. Jobe. I am general counsel of 
the National Association of Ice Industries, the only accredited, na- 
tional, nonprofit, and voluntary organization representing the inter- 
ests of the ice industry. 

In appearing before you I do so in behalf of approximately 1,500 
ice companies that are members of our national association. These 
companies are scattered throughout each of the 48 States. These 
1,500 companies are responsible for the production and distribution 
of approximately 70 percent of the ice sold in the United States. They 
represent a total capital investment in excess of half a billion dollars 
and provide the livelihood for more than 150,000 employees. I men- 
tion these few statistics in order that you may know for whom I am 
speaking. 

The ice industry is very much concerned and greatly disturbed 
over the various proposals before your committee to increase the 
existing minimum wage under the Fair Labor Standards Act. More- 
over, our people wish to register strenuous opposition to an increase 
amounting to 3314 percent as has been passed by the Senate. In taking 
this position, the ice industry does not wish to go on record before 
this or any other committee of Congress as wanting to impede the 
progress or betterment in the living standards and working conditions 
of the American worker. To the contrary, we voice a desire to see 
our country, with all of its diversified ways of life, continue its lead- 
ership in the many fields of endeavor, to the end that greater com- 
forts and a more abundant-life may be. attained: by everyone. 

On the other hand, we do not believe the best way ‘to accomplish 
these objectives is through congressional enactments. Moreover, we 
do not believe Congress should continue increasing the minimum wage 
under this statute unless at the same time it shows some disposition 
to effect comparable protection of a company’s profits. 

We think one is just as meritorious and deserving as the other. 

In other words, if Government sponsors the policy of continually 
raising the floor under wages without doing something about guaran- 
teeing a reasonable return to those providing the workingman with 
the means of making a living, a point will ultimately be reached 
where the employer will no onaer ba able to keep the wheels of his 
plant turning or the doors of his establishment open for business. 

The wage-hour law, pursuant to constitutional limitations, is re- 
stricted in its application to interstate commerce. However, the way it 
has been administered for the past 17 years—particularly by certain 
overzealous field inspectors—coupled with the avowed aim of those who 
constantly seek the further expansion of the law, leave little doubt 
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that the ultimate objective, if not the end result, is to remove the dim 
remaining line that separates intrastate and interstate commerce. 

One of the most impelling reasons why the ice industry cannot 
continue to operate at a profit or in some cases even survive under the 
proposed minimum wage you are now considering is that labor costs 
involved in producing a ton of ice are by far the greatest single item 
in the total cost of producing the ice. Specifically, labor represents be- 
tween 65 and 70 percent of its total cost. 

Additionally, there are many characteristics in the ice business that 
are especially peculiar and cannot be found in any other business. For 
example, an iceplant is extremely nonflexible and, once constructed, 
cannot be used for anything else other than to freeze water. An ice- 
plant is not susceptible to conversion to other uses, and its product or 
Joad factor is governed and controlled entirely by such variables as 
weather, customer demand, et cetera. With the exception of the 
initial outlay of the capital required to construct an iceplant the 
labor to operate it is by far the most predominant factor. About the 
only thing else needed is a source of water and power, the latter being 
electricity in most sections of our industry. 

Because of the tremendous importance of labor costs in the operation 
of an iceplant, the owner must watch them very carefully. 

I am confident, Mr. Chairman, your familiarity with the ice busi- 
ness in your great State of North Carolina convinces you that a $1 
minimum plus $1.50 for overtime will drive many small ice companies 
in your State out of business. Your worthy colleague from Georgia, 
Mr. Landrum, knows equally well that the same thing will happen in 
his State. 

T remind all of you gentlemen that these eventualities will not be con- 
fined to these two States or to certain localities in other States. In- 
stead, the impact of the 33144 percent increase in labor costs to the 
typical iceplant owner will be so severe that we will all see plants 
going out of business all over the country. 

What. does this. mean ? 

It. means that ice will no longer be available in certain localities and 
that employment within the ice industry will decline. Thus, the 
very men whom you are trying to help by this legislation will no 
longer be employed but will be Tecking for employment elsewhere. 

There is more ice being used today than ever before in the history 
of this country. Unfortunately, however, the iceman who, over the 
past century, developed a dynamic and important industry is not 
enjoying a very large portion of this increased prosperity. Instead, 
he is seeing his business shrink and the value of his investments is 
being subjected to increasing economic shock, of which the proposed 
increase of 3314 percent in labor cost would be another. 

If the cost of lakee is increased through statutory requirements, as 
you are presently considering, the normal way by which an ice com- 
pany could adjust its operations to absorb it would be to increase the 
price of ice to the consuming public. Unfortunately, however, this 
is not only impractical but impossible due to the competition the ice- 
man is now facing. The price of ice today is very little more than it 
was 10 years ago. It cannot be increased sufficiently to absorb a 3314 
increase in labor cost because the forces of our competition will not 
permit it. The ice-company owner is therefore caught in a squeeze 
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from which he cannot escape. In short, the number of consumers of 
ice, however satisfied they may have been to use iceman’s ice, will con- 
tinue to shrink, and they will of necessity have to turn to automatic 
machines—hence a sure way to hasten the day when the ice company 
is compelled to go out of business. 

The ice business is one of the oldest businesses in America. Col- 
lectively, it is a group of privately owned and privately operated 
plants or establishments, doing business in practically every city, town, 
and urban community in our country. We have a few companies that 
operate in several locations and in more than one State. By far the 
greatest percentage of the industry’s plants, however, are small—indi- 
vidually owned and operated. Our industry has always been known 
and recognized as one composed of small-business enterprises. I am 
therefore urging you in all sincerity to give serious and careful thought 
to what the iceman’s plight will be if shouldered with this terrific 
additional financial burden. 

The ice business is strictly local. It has always been recognized 
as a part and parcel of the local community. The very nature and 
perishability of. ice are such as to render it impractical and impossible 
to transport it long distances. It must be used or consumed relatively 
close to the point of production. 

So I hope I may be able to impress you with the fact that T am talk- 
ing about a business that is predominantly and truly local, and one 
that should not have to be worried or concerned about the wage re- 
quirements plus the many other ramifications of the wage-hour law. 

Our industry engages in the kind of business that, in our opinion, 


never was intended by “ner to be covered by this Federal law. 
rs 


Although some of our mem own and operate multiple establish- 
ments, each of them is a small business, a separate and distinct opera- 
tion, built primarily to serve and supply the ice requirements of the 
area immediately sdinctel to its particular location. 

Again, gentlemen, the ice business in the main is basically as local 
as the corner grocery store or the bakery shop. 

At this point we would like to go one step further in expressing the 
ice industry’s view pertaining to the wage-hour law. Our people do 
not believe the necessity exists today for the Federal Government. to 

lace any floor under wages through legislative decree. Each mem- 

r of this committee is, I am sure, familiar with the reasons that 
motivated the framers of the Fair Labor Standards Act as originally 
enacted in 1938. I would like to reiterate the two principal purposes, 
however, because they are both brief and especially pertinent to this 
discussion. 

The proponents argued in 1938 that the statute was needed in order 
to remove sweatshop conditions, and to “spread employment” through- 
out the Nation. e submit, gentlemen, that neither of these condi- 
tions prevail today, and we assert further that we doubt very much if 
the wage-hour law is having any material effect on our present labor 
market or on the working conditions prevalent in this country. If we 
are correct in our analysis—and we sincerely believe we are—the wage- 
hour law as originally enacted and as last amended in 1949 has out- 
lived its usefulness. In making a comment of this kind we realize we 
would be a lone voice in the wilderness if we were to suggest its re- 
moval from the Federal statute books. But that’s exactly how we feel 
about it. 
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Employment is currently at an all-time high. Moreover, the gross 
natronal: product is so high that countermeasures are constantly being 
considered by the Government to prevent inflation. In view of these 
factors alone it is our view that no further increase in the minimum 
wage is necessary. To us, it seems totally inconsistent for the Govern- 
ment, through its legislative branch, to be concerned and constantly on 
the alert for the potential threats of an inflated economy on the one 
hand while, on the other hand, lending a sympathetic ear to those who 
espouse the theory that the minimum wage should be regularly and 
continually increased. Certainly, an increase ranging from 3314 per- 
cent to 66% percent, as has been proposed, is indeed substantial and 
will add great impetus to the insidious forces of inflation. 

Another very important reason why the ice industry is opposed to 
the minimum you are now considering is because the ice business is so 
extremely seasonal. Ours is principally a hot-weather or summertime 
business. Over 50 percent of the total annual production of ice is 
produced and distributed within 90 days during the peak of summer. 
Resaiann of this there is a tremendous amount of overtime required to 
produce our product during this short period. As the peak demand 
for ice passes there is a gradual dropping off of the business until, 
during the winter months, a great many plants are shut down almost 
completely to permit the necessary maintenance and repair work to be 
done. This seasonal fluctuation in the demand for ice produces diffi- 
cult manpower problems for ice-company management. 

To cope with these problems and in order to prevent entering the 
ensuing ice season without experienced help, ice companies retain 
most. of their employees during the off season even though the load 
factors of their plants have dropped and despite the fact there is not 
enoaan work to keep the employees busy for a full 40-hour work- 
week, ° 

During the winter or off-peak months, for example, thousands of 
our employees work less than the statutory 40 hours per week. In- 
deedymany work as little as 20 hours. Yet, they continue to receive 
their regular weekly or monthly earnings just the same. To a substan- 
tial degree our ininiietey customarily affords its employees a year- 
round income on its own volition. 

In addition to all of these operating conditions, we wish to reem- 
phasize again that our industry is confronted with intensified efforts 
from outside competitive forces. These create the inescapable neces- 
sity that the bulk of the ice industry’s business must be gotten during 
the peak of summer. In some sections of the North last year, for 
example, ice companies enjoyed a season of only 40 to 45 days. Hence, 
tremendous amounts of overtime are required during these few weeks. 
Our employees are perfectly willing and happy to work the extra 
hours during this rush period, realizing that easier workloads will be 
theirs when the peak periods have passed. The economic and operat- 
ing ‘conditions of our industry are undergoing tremendous changes 
today and any further increase in labor costs under this law will pro- 
duce additional financial hardships. 

The ice industry furnishes much employment for unskilled labor, 
Moreover, it provides employment opportunities for high-school and 
college students during summer vacation. Faced with a high mini- 
mum wage plus overtime, however, ice-plant owners will of necessity 
curtail employment rather than spread it. In short, they will be com- 
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pelled to further mechanize their plants. ‘Thus, the proponents of the 
measures now before you are destined to defeat the very purposes for 
which this law is intended, because many employees will be given less 
hours of work and, in many instances be laid off altogether. 

This is not only true for the ice industry but is equally true in scores 
of other industries. Thus, this problem of employment is an aecumu- 
lative one and, as I have stated, unless a realistic view of this minimum- 
wage law is taken one of the prime purposes for which it was intended 
will be defeated. 

Today scores of our smaller plants are refusing to supply occasional 
requests for ice to railroads and to transport trucks because they cannot 
afford to encumber themselves with the requirements of the wage-hour 
law. The amounts of sporadic business they would get, although 
sufficient to bring them under coverage, would not be substantial 
enough to justify their assuming the responsibilities, plus the lia- 
bilities of the act. Thus the strong arm of the Federal Government 
has by means of this law caused them to forego the enjoyment of this 
additional business to which they are entitled, and has blocked the 
rendering of a service which customers are anxious to purchase. To 
us, this is unfair and inequitable. 

Again may we reemphasize the problem of the large amounts of 
overtime inherent in the ice business during the 3 peak summer months. 
This overtime must be paid for at the rate of 114 times the regular 
rate, not the statutory minimum rate. Any increase in a company’s 
wage rate, such as now proposed, creates an added financial burden, 
but of even greater importance it requires the preservation of tradi- 
tional wage Fifferentials characteristic in any business employing two 
or more employees. Working conditions, living costs, customs, habits 
of people, and scores of other factors governing employment vary 
widely in different sections of our country. A minimum rate in a 
highly industrialized city or area might of necessity have to be two 
or three times as high as the prevailing minimum in another. By the 
same token, what might prove entirely adequate in one market.area, to 
provide a decent, comfortable living, could very well be grossly inade- 

uate in another. The wage schedules in New Jersey, Michigan, or 
California are certainly higher than those of Arkansas, Georgia, or 
Texas. With due respect to the ability and ingenuity of the pro- 
ponents of this legislation, in the matter of determining a fair and just 
minimum we assert there is no proven way by which they or anyone 
else can accurately say what a minimum wage, set by law on a nation- 
wide basis, should be. 

Lastly, it seems incongruous to us that, on the one hand, we pro- 
claim loud and long the virtues of free enterprise in this country while, 
on the other hand, sympathetic attention is given those who are con- 
stantly seeking to further hamstring industry and business by legis- 
lative measures at the Federal level that are repugnant to this philos- 


ophy. 

We thank you, Mr. Chairman, for affording us this opportunity to 
express to you and to the othem members of your committee our views 
on this legislation. 

We earnestly ask you to weigh carefully the issues before you. 
On behalf of the ice industry that I am privileged to represent, I 
urge you to report a bill that will not contain a 3314-percent increase 
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as has already been accepted by the Senate. If you will do this we 
believe your action will be gratefully acclaimed and championed 
by every forward-looking and unbiased citizen of this country. 

Chairman Barpen. Thank you, sir. 

Mr. Jose. Thank you. 

Chairman Barpen. Though your industry is comparatively small, 
it is a very necessary and essential industry. And I recall very dis- 
tinctly when we were writing this law that I at that time did not see 
the wisdom of putting it under the wage-and-hour law because your 
hours and the type operation did not lend themselves to streamlin- 
ing. Your plant must furnish the ice whenever the vegetables ap- 
pear or the meat to be preserved or the fish to be shipped. And I 
know that when fish are running, for instance, and a catch of fish is 
made you cannot wait until the 8-hour shift comes on. You either 
save them immediately or somebody eats bad fish, if they are able 
to eat them at all. 

Another thing, of course, is in your vegetable transportation. It 
is nothing unusual for me to see a solid train of 100 or more cars, 
refrigerator cars, going south with the ice flaps open to the ice com- 
partment, coming back with them sealed with fruits and vegetables 
in order that they may be fresh when they arrive at the market. 

Of course, you can say, well, there are only so many ice concerns, 
and you can fix your price at what you please. 

No; you can’t because they are already building refrigerator cars, 
cars with mechanical refrigeration. And the minute you put your 
price up on ice they will just put in mechanical refrigeration. 

The same is true with trucks. You used to furnish millions of 
pounds of ice for trucks that transport vegetables. Now that num- 
ber is considerably cut down because they are putting a little ice 
refrigerator unit on the front of the truck. 

I don’t have to tell you about that. 

But the thing that disturbed your folks before so much was the 
fact that the time-and-a-half for overtime cannot be escaped. You 
cannot close your plant if somebody wants some ice for preserving 
vegetables, fish foods and so forth. You cannot close it. They will 
call you up and say they have got to have so many tons of ice, and 
you simply must deliver it. 

The thing that disturbed me before—and I notice you mention it 
in your statement here—is the fact that your time-and-a-half for 
overtime is at the rate you pay. And your folks were pleading be- 
fore that if they would just let it be time-and-a-half what the mini- 
mum wage was that it would be of some help. 

I mention those things in order that you may know that the ice 
proves is rather familiar to many on the committee, and they have 
een disturbed about it. You do not employ very many people. I 
believe you said 150,000 people in the whole United States, which is 
small. 

But we certainly would be in a fix down my way where they ship 
millions of pounds of fish if we did not have it. 

Thank you. 

Are there any questions, Mr. Elliott? 

Mr. Exaxtorr. Mr. Jobe, what do you think the future of the ice in- 
dustry is? Is it holding its own or is it continuing to drop off? 


63489—55——_61 
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Mr. Jose. Mr. Elliott, the industry is going through a tremendous 
readjustment. There has been a pronounced decline since the war. 
The industry during the war got on a very high plateau due to the 
curtailment of widthipttitg] refrigeration. facilities. And the only 
way it could go was down after things began to level off. But we are 
doing all right. The tonnage is down. But, due to improved meth. 
ods of production and new types of merchandising, we are doing sur- 
prisingly well. 

A lot of people on the street when you mention ice think of, well, 
that is something I used to see when I was a boy. 

But the uses of ice have changed tremendously. The domestic 
business has declined substantially, but where we have experienced 
that decline other uses have come into play to offset those losses. 

Mr. Exutorr. Do you think you can continue to compete fairly 
well with mechanical refrigerated trucks and trains? : 

Mr. Jose. We can’t if we are continually shouldered with in- 
creased labor burdens and costs. As I attempted to point out, the 
ana factor in producing a ton of ice is labor. You do not 

ave to have anything but water and power. As I say, we cannot 
raise our prices. As Mr. Barden said, if we raise our prices a poultry 
packing plant or any other large user of ice will build his own facili- 
ties. That is what we feel is unfair about this thing on a nationwide 
basis. There should be some exemptive relief, some other means of 
making this an equitable distribution. 

Mr. Extiorr. What percentage of ice producers are now covered 
by the wage and hour law? 

Mr. Jose. I would say somewhere between 42 and 50 percent. 

Mr. Ex.iorr. That is all, Mr. Chairman. 

Chairman Barven. Mr. Landrum? 

Mr. Lanprum. I do not believe I have any questions. 

Chairman Barpen. Mr. Bowler? 

Mr. Bowter. No questions. 

Chairman Barpen. Mr. McDowell? 

Mr. McDowet.. No questions. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. No questions. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barven. Thank you very much. 

Gentlemen, I think we are up to schedule. The committee is im- 
proving. 

Mr. Exuiorr. Mr. Chairman, before we adjourn I want to ask 
permission agaim to insert in the record of the hearings four addi- 
tional telegrams from lumber concerns in the Seventh Congressional 
District of Alabama, namely, the L. C. Fuller Jr. Lumber Co., of 
Haleyville, Ala.; the Houston Windle Lumber Co., of Aliceville, Ala.; 
the C. D. Stockton Sawmill, of Haleyville, Ala.; and the Bonds Saw- 
mill, of Haleyville, Ala. I ask unanimous consent that these be made 
a part of the record of the hearings. 

Mr. Gwinn. Are they for or against the minimum wage raise? 

Mr. Exxiorr. These all express opposition to it. 

Chairman Barpen. Without objection, they may be included in 
the record. 
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(The telegrams referred to are as follows :) 


HALEYVILLE, ALA., June 22, 1955. 
Hon. Cari ELLIorr, 


Member of Congress, Washington, D. C.: 


Delay minimum-wage bill for further study and or try to exempt from lumber 
industry. 


L. C. Futter, Jr., LumMsBer Co., Ino. 


ALICEVILLE, ALA., June 23, 1955. 
Hon. Cart ELxiorr, 


Washington, D. C.: 


The minimum-wage proposal will drastically affect the lumber industry, 
Please consider this in your action. Letter follows. 


Houston WINDLE LUMBER Co. 


HALEYVILLE, ALA., June 23, 1955 . 
Hon. Cart Euiorr, 


Washington, D. O.: 


If possible postpone passage of wage-hour bill. I see no way to increase 
wages now. 


C. D. Stockton SAWMILL. 


HALEYVILLE, ALA., June 23, 1955. 
Hon. Cart Exiort, 


Washington, D. C.: 


We face possible shutdown if wage-hour bill passed at this time. I urge post- 
ponement for at least a year. 


A. Bonps SAWMILL, 
Chairman Barpren. Mr. Hussey ? 


Mr. Hussey. Mr. Chairman, I have a number of statements that 
I would like to ask be inserted in the record. The first is submitted 


by Congressman Peter W. Rodino, of New Jersey. 
Chairman Barpen. Without objection, it may be inserted. 
(The statement referred to follows :) 


STATEMENT oF Hon. Peter W. RoprNno, Jr., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE oF NEw JERSEY 


Some time ago the Department of Labor determined that it costs at least 
$3,800 a year to provide an urban family of 4 with a modest standard of living. 
In some cities the amount is considerably higher. Here in Washington the 
family budget would require at present an annual income of $4,500 to provide 
the family with the same modest standard of living. 

Several States and municipalities have conducted similar studies. They 
found that the minimum required to support a single woman would vary today 
between about $2,000 in Massachusetts to $2,700 in Washington. In my own 
distriet the annual cost is $2,488. 

These budgets provide only for minimum decent standards of living and do 
not allow for luxuries and frills. It is strictly a stew and hamburger budget, 
without steaks or chops. 

It would take at least $1.25 hourly rate to provide a single worker with a mini- 
mum decent living in my district. A worker with family obligations needs at 
least $2 an hour to provide his family with basic needs. However, the present 
Federal minimum wage requires only a 75-cent hourly rate. 


Low minimium wage a threat to all industry 


This floor on wages is entirely too low. It denies millions of American wage 
earners to share in what we would like to believe is the birthright of every 
American—a minimum decent standard of living. The low minimum wage also 
represents a constant threat to millions of more prosperous workers, who suc- 
ceeded with the aid of unions, and under the ever-increasing productivity of our 
American free-enterprise system, to gain higher standards of living. Some un- 
scrupulous employers have unfortunately taken advantage of low rates that 
prevail in some sections of the United States, by moving their business there, 
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and then tried to obtain unfair competitive advantages over employers who pay 
decent wages. A few misguided persons of authority in the low-wage communi- 
ties have tried to perpetrate the wage-cost advantages of the runaway industries, 
They even stoop so low as to violate the law of the land by using the powers 
within their command to keep out unions from their areas, which woukd work to 
raise wages and the standard of living in these communities. A spokesman for 
the development board of one of our great States where, unfortunately, low wages 
prevail, declared recently: 

“We don’t encourage any company to come into the State if it’s going to bring 
a union with it. Our people don’t want unions. They are individualistic and 
don’t want outsiders telling them what to do.” 

Mr. Chairman, we must act to remove substandard wages as a competitive 
factor in our great industrial system. Superior management, efficient produc- 
tion, increased productivity, and lower costs are the proper bases for our free 
competitive system. Starvation wages are not a proper weapon in the play of our 
great free competitive system. 


The economy can support $1.25 minimum 


The question arises: Can our economy support a $1.25 minimum wage, which 
I am proposing? The answer must be unequivocally in the affirmative. 

Almost 6 years ago Congress voted a 75-cent minimum. Buckets of crocodile 
tears were shed then by some spokesmen for low-paying firms. They asserted 
that the new minimum wage would result in the ruin of their businesses and the 
loss of jobs to their workers. 

The facts proved these prophets of doom to be completely in error. Several 
months ago the Department of Labor released the results of its studies on the 
economic effects of the 1949 minimum wage legislation. The studies disclose that 
the 75 cents had only minor effects upon employment and that industry displayed 
a high degree of adjustment to the increased minimum wage. 

The Department of Labor concludes that the effect of our minimum-wage 
legislation has been “to improve the position of employees involved by increasing 
earnings in the affected industries and that the relative improvement has been 
substantially maintained.” 

The evidence seems to be conclusive that the 75-cent minimum had only 
salutary effects upon the economy. And I believe that Congress was overcautious 
then in selecting that low a minimum. I am confident that today our economy 
could easily support the $1.25 hourly rate [ am recommending now. 

Since 1949 the cost of living has risen by some 13 percent, and the best 
estimates are that the overall productivity of the American economy has in- 
creased at an annual rate of better than 3 percent. Rises in cost of living and 
productivity alone would thus justify at least $1.05 minimum hourly rate. But 
if our economy is to continue to grow and flourish, we must strengthen the 
purchasing power of our consumers. Grave warnings have been expressed about 
the dangers of another recession before the end of this summer. A higher 
minimum wage would offer a prop to the economy. 

But aside from any economic consideration, I believe that we have a moral 
obligation to increase the minimum wage to at least $1.25. It would allow more 
Americans to share in the bounty that is our free American competitive system, 
and it would aid millions to better appreciate and count the blessings of life, 
liberty, and the pursuit of happiness, which our beloved country must offer to 
all its citizens. 

Distinguished chairman and members of the committee, I urge upon you the 
favorable consideration of H. R. 576 calling for a $1.25 minimum wage legislation, 
which I introduced at the beginning of this session of Congress. 


Mr. Hussey. Next is a letter from the Honorable Earl Chudoff of 
Pennsylvania enclosing House Resolution No. 64 of the House of 
Representatives of Pennsylvania, which he asks to have inserted in 
the record. 

Chairman Barpen. Without objection, that may be inserted. 

(The information referred to follows :) 
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CONGRESS OF THE UNITED STATES, 
Hovuse or REPRESENTATIVES, 
Washington, D. C., June 15, 1955 
Hon. GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN; I am enclosing herewith House Resolution No. 64, 
which was passed by the House of Representatives of Pennsylvania on June 8, 
1955, in Harrisburg, Pa. 

I would appreciate it a lot if you would place this resolution in the record 
of the hearings on the minimum-wage bills now pending before the Committee 
on Education and Labor. 

Thanking you for your cooperation, and with kindest personal regards, I am, 

Sincerely yours, 
Eart Cuuporr, Member of Congress. 


(The resolution follows :) 


THE GENERAL ASSEMBLY OF PENNSYLVANIA, HOUSE or REPRESENTATIVES 
RESOLUTION No. 64 


Session of 1955 


(Introduced by Messrs. Welsh, Toll, and Leven, April 25, 1955. Referred to 
committee on rules, April 26, 1955.) F 


In the House of Representatives, April 25, 1955 


The 75-cent minimum wage established by the Federal Fair Labor Standards 
Act of 1949 was inadequate when that law was passed and is now completely 
obsolete ; 

The establishment by law of reasonable minimum-wage rates is essential to 
the well-being of our Nation for the reasons that (1) persons receiving sub- 
standard wages may be unable to purchase the food necessary to maintain their 
health and that of their families, (2) substandard wages produce slunis and 
crime and increase public expenditures, (3) low income operates to deprive 
children of equal educational opportunities by necessitating their going to work 
before their educations are completed, and (4) a higher level of wages helps 
maintain purchasing power and a sound national economy ; 

Since 1946 approximately 150 textile plants in the Commonwealth of Penn- 
sylvania have closed down, liquidated, or migrated with a consequent loss of 
mills over 25,000 in number due in large measure to the low-wage competition 
of mills in the South and elsewhere ; 

It is not possible for an individual State acting alone to deal effectively with 
this problem of substandard wages since industries in any one State must com- 
pete with industries in other States; 

The maintenance of decent minimum wages for workers whose jobs affect 
interstate commerce is a proper responsibility of the Federal Government: 
Therefore be it 

Resolwed (the Senate concurring), That the General Assembly of the Com- 
monwealth of Pennsylvania urge the President of the United States to favor 
and memorialize the Congress of the United States to introduce and enact into 
legislation amendments to the Fair Labor Standards Act providing a minimum 
wage of $1.25 an hour and extending the coverage of the act to all employees 
whose employment affects interstate commerce ; and be it further 

Resolved, That copies of this resolution be transmitted to the President of 
the United States, the presiding officers of each House of the Congress of the 
United States, and to each Sentor and Representative from Pennsylvania in 
the Congress of the United States. 


Mr. Hussey. Next is a supplementary statement submitted by Mr. 
John C. Hazen, of Washington, D. C., on behalf of the National 
tetail Dry Goods Association. 

Chairman Barven. Without objection, that may be included in the 
record. 
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(The statement referred to follows :) 


SUPPLEMENTARY STATEMENT IN BEHALF OF THE NATIONAL RETAIL Dry Goops 
ASSOCIATION 


This statement is submitted for inclusion in the records of the Committee on 
Education and Labor with respect to its hekrings on the Fair Labor Standards 
Act. It supplements the statement made on behalf of the National Retail Dry 
Goods Association. 

It is directed to the “Materials on Coverage and Exemptions under the Fair 
Labor Standards Act” submitted by the United States Department of Labor 
on May 13 to the Senate subcommittee in support of the Secretary of Labor’s 
testimony before the subcommittee. 

Since these “Materials” were not available to us or your subcommittee before 
or at the time we and other retail organizations testified, the subcommittee 
chairman has graciously given permission to us to submit a further statement. 

We would like the subcommittee record to show that, in the opinion of the 
National Retail Dry Goods Association, the “Materials” submitted do not present 
a true or accurate overall picture of employment conditions in the retail trade, 
particularly as applied to the department or specialty store field; nor does it 
prove the need for justification of extending the wage and hour provisions of 
the Fair Labor Standards Act to units of retail multistate enterprises as sug- 
gested by the Secretary of Labor. We urge the Senate subcommittee not to 
accept it at its face value as a true and objective appraisal of earnings and 
employment conditions ‘in the retail and service trades. We raise strong objec- 
tions to its official recognition or acceptance as an unbiased and representative 
report. 

We regret that the limited time available to study the some 45 pages of sta- 
tistical data, assumptions, and opinions does not permit a detailed and docu- 
mented reply. The “Materials” obviously have been in preparation for many 
many months. They cannot be thoroughly refuted in a period of a few days. 
Furthermore, some of the statistical sources quoted are not public, that is, avail- 
able for public analysis. However, the following basic exceptions which we 
take to the “Materials” are important to any objective analysis: 

1. The report apparently was prepared in two sections seemingly with dif- 
ferent objectives. 

2. Statistics presented in the separate sections are not coordinated and in a 
number of instances seem to be in direct conflict. 

3. The base periods for some of the indexes used are selected to justify con- 
clusions desired, where a more logical base year would show different results. 

4. Current indexes are related backward to old formulas and then projected 
as current practice. 

5. Certain of the indexes are predicated upon a 1948 base—7 years ago—to 
forecast current earnings. 

6. Nomenclature for the different segments of the retail trade varies between 
sections of the report. 

7. Many of the 20 statistical sources used cannot be verified. 

8. Many of the statistics used are representative only of larger concerns but 
are posed as full industry averages. 

9. The adequacy of sampling used is usually not indicated nor are adequate 
descriptions of terms given. 

10. Many statistics presented and conclusions drawn are based upon estimates 
and personal assumptions in the absence of any existing indexes. 

11. Some of the conclusions drawn represent half statements rather than 
full related facts. 

12. Most wage statistics presented are predicated upon average earnings and 
not upon minimum starting rates which are the ones intended to be controlled. 

Appraised from the point of view of department and specialty stores—the 
segment of the retail industry which we represent, these “materials” do not 
present a true picture. A few specific examples are warranted : 


1. Increase in average earnings 

The Department of Labor’s report states that in recent years the average hourly 
earnings in retailing have not risen as much as in other industries. To justify 
this statement 1947 was selected as the base year with the result that gross earn- 
ings in retailing increased 43 percent against an average earning increase for all 
maufacturing of 47 percent. However, if a more logical base, namely 1945, repre- 
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senting the end of the Second World War, is selected, increases in present gross 
earnings have been 73.5 percent for manufacturing as compared with an 82 per- 
cent for the retail trade as a whole and 95.5-percent increase for department 
and specialty stores. 


2. Payroll percent to sales 


In the section of the report dealing with multistate enterprises, it states that 
the total payroll for 1948 for such multiunit firms was equivalent to 12 percent 
of total sales and that the corresponding ratio for general merchandise stores 
was 14 percent. In section II of the report dealing with retail generally, it re- 
ports a total payroll average of 10 cents of each consumer dollar. We cannot 
identify the source of the multichain payroll averages or of the averages of the 
retail trade generally. However, studies made for the NRDGA by the Harvard 
Graduate School of Business Administration, which include both multiunit and 
independent retail and department stores of all sizes have consistently shown 
a higher percentage of payroll costs to sales. For example, in 1948, 17.3 cents out 
of each sales dollar went for payroll. Since that date and with only one ex- 
ception payroll costs to sales in department and specialty stores have steadily 
risen reaching the alltime high of 18.4 percent in 1953. 


3. State minimum wage laws 


While some 22 States and the District of Columbia have minimum wage laws, 
in 14 of these States minimum wage protection is given “only” to women or 
women and minors. The report is silent on the fact that 10 States have equal 
pay laws intended primarily to see that women receive the same pay as men for 
comparable quantity and quality of work but which also assures that men are 
not paid less than women. It would be entirely naive thinking that employers 
generally could and would hire men workers at a lower rate than women for 
the same job duties or that men themselves, under normal circumstances, would 
accept a lower rate of pay than provided the women. 


4. Ratio of sales personnel 


The first section of the report states that “in retail trade almost one-third of 
all workers are sales workers.” In the second section 36 percent of retail 
workers are engaged in sales. Either figure we believe is distorted by the inclu- 
sion as “workers” of the proprietors, managers, and officials—embracing the 
many thousands of owners of “mama and papa” stores to which the report re- 
fers. Figures for the department store and specialty store segment show that on 
the average 50 percent of all store employees are sales employees and in the 
medium size and smaller stores the percentage ranges as high as 60 percent 
er more, 

These limited illustrations ar typical of many of the statistics presented and 
conclusions drawn which we believe to be either inaccurate or only partial 
observations. 


COVERAGE OF MULTISTATE ENTERPRISES 


As previously stated, these “Materials” are intended to justify the Secretary 
of Labor’s suggestion that wage-and-hour provisions be extended to multistate 
enterprises. We find nothing in the statistical data he submitted which indi- 
cates or confirms the basic need for minimum-Wwage protection for employees in 
units of organizations operating in more than one State. The only conclusion 
that can logically be drawn from the “Materials” is that coverage should be 
extended to these enterprises simply on the basis of their ability to pay and not 
on the existence of substandard wage schedules. As stated on page 16 of the 
first section of the report, “multistate enterprises are, generally speaking, stable 
tirms with substantial reserves.” This implies a new philosophy apparently of 
paying wages out of reserves rather than out of expense margins on which 
stores must operate. 

The “Materials” do not in our opinion prove that the unit of a multistate 
enterprise is any less local in its operation than the independent retail estab- 
lishment. To our knowledge the substantial majority of multiunit organiza- 
tions in the department and specialty store field determine their minimum wages, 
hours of employment, and basic working conditions at the local level in com- 
petition with the local labor market. Very few multiple State organizations 
to our knowledge apply a national minimum wage irrespective of regional or 
community practices. While the ownership of these enterprises may be cen- 
tralized, the individual units from the standpoint of wage and employment pro- 
cedures are basically operated as a local unit. The success of each unit depends 
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upon the customer’s acceptance and backing to the same degree as an inde- 
pendent retail establishment. The only retail employees of these enterprises 
which may truly be regarded as being in interstate commerce are those located 
in the central offices and in large central warehouses serving units in multiple 
States. These employees have been and are currently subject to wage-and-hour 
controls. The proposal to extend it to employees in the multiple units them- 
selves would divide the industry and is a “foot-in-the-door” policy laying the 
groundwork for later extension. 

We, therefore, restate the position of the National Retail Dry Goods Associa- 
tion. We are opposed to suggested legislation which would place some of the 
employees in local retail establishments under wage-and-hour controls and 
exempt others. We insist that if and when minimum-wage legislation is needed 
for the retail and service trades it is properly within the province of the States 
and not the Federal Government to legislate. We strongly urge the retention 
of the present retail exemption. 


Mr. Hussry. Next is a statement of Clarence Mitchell, Director of 
the Washington Bureau of the National Association for the Advance- 
ment of Colored People. 


Chairman Barpen. Without objection, that statement may be in- 
serted in the record. 
(The statement referred to follows:) 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASHINGTON BUREAU OF THE 
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE 


Mr. Chairman and gentlemen of the committee, I am Clarence Mitchell, director 
of the Washington Bureau of the National Association for the Advancement of 
Colored People. 

At its national convention held in Dallas, Tex., in 1954, our organization passed 
a resolution urging that Congress adopt a minimum wage of $1.25 an hour. The 
resolution also urged that the present law be extended to include agriculture 
workers and other persons not now covered. 

Approximately 25 percent of the colored men and 10 percent of the colored 
women who are employed work in agriculture. A great many of these are migra- 
tory workers who are employed on the factory-type farms. All deserve the same 
treatment that persons working in covered industries now receive or will get 
under an improved law. 

Persons employed in service industries should be covered by the law. Fifteen 
percent of employed colored men and 65 percent of employed colored women are 
in this industry group. 

It is interesting to note that exemptions in the present act have been a con- 
venient loophole for persons skilled in ways of evading the law. For example, we 
have reports from Southern States showing that in logging operations the exemp- 
tions given to employers of less than 12 persons have been used tv keep wages low 
in certain areas. This is accomplished by the simple device of splitting the work 
force into groups of 12 each. 

Figures of the Bureau of Labor Statistics on consumer expenditures in 1950 
show that the average urban family with an income of $1,500 based on the current 
minimum wage spends $174 more than it earns. The $1.25 minimum wage rate 
would give these families a living standard 52 percent higher than they now have. 
In that same year, census figures show that the average income for colored wage 
earners was $1,300, which incidentally was only 52 percent of the average income 
for white persons. 

This committee has heard so many facts on why the minimum wage should 
be increased that it is unnecessary to repeat them. We earnestly hope that in 
this Congress the act will be broadened and strengthened to meet the obvious 
needs of those who are wage earners. 


Mr. Hussey. Next is a statement from the National Association of 
Refrigerated Warehouses. 

Chairman Barven. Without objection, that statement may be in- 
serted in the record. 

(The statement referred to follows :) 
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STATEMENT OF F, D, NEWELL, JR., IN BEHALF oF NATIONAL ASSOCIATION OF 
REFRIGERATED WAREHOUSES, WASHINGTON 5, D. C. 


This statement is filed by the National Association of Refrigerated Warehouses 
on behalf of its 500 member companies throughout the United States in opposi- 


tion to any increase in the minimum wage rates under the Fair Labor Standards 
Act. 


GOVERNMENTAL INTERFERENCE IN WAGE PATTERNS WILL INFLATE NATION’S 
ENTIRE ECONOMY 


The many bills introduced in Congress to increase the minimum wage by 
from 15 cents to 60 cents an hour constitute an artificial and inflationary inter- 
ference with a delicately balanced economy and an impairment of free employer- 
employee bargaining. 

Attempts to justify any such increase on the grounds that it will affect only a 
few minimum wage earners or that the increase can be paid out of profits are 
erroneous. 

Past experience with minimun: wages shows that there has always been a 
historical differential between the legal minimum wage and higher wages. 
Any increase in minimum sets in motion a series of pressures to increase wages 
in the higher brackets in order to maintain the historical differential. The same 
thing will happen again—resulting in increases all along the line. 

No segment of the economy—agriculture, labor, business or the general public 
will be unaffected. Even if agriculture were totally exempt, which it is not, 
increased wages in our food distribution channels would upset the sensitive 
cost-price relationships between food on the farm, in distribution and at retail. 
Increased costs of food, services, and manufactured products will be passed on 
to consumers, which includes everybody, in increased prices. 

The industries affected immediately, those now paying the legal minimum 
wage, are, for the most part, marginal concerns which could not absorb an in- 
crease without laying off some workers or possibly being forced out of business 
altogether. 

The increased competition in many lines of business today coupled with wage 
pressures has narrowed profit margins to a point where there is no cushion to 
absorb further wage increases. This can mean nothing but increased prices, an 
inflationary step. 

For years the forces of competition, careful management and improved effi- 
ciency have enabled industry to pay constantly increasing real wages without 
artificial interference from Government, or domination by Government edict. 

The free interplay of these economic forces is the very basis of our economic 
system, Left alone they will continue to operate to the benefit of all, as they 
have in the past. Interfere with them however, and you can create economic 
hazards and handicaps and a period of adjustment and uncertainty harmful 
to business and labor alike. We respectfully urge that no increase in the mini- 
mum wage be made at this time. 


Mr. Hussey. Next is the statement of the California Grape and Tree 
Fruit League of San Francisco, Calif., submitted by Harold Angier, 
general manager. 


Chairman Barpen. Without objection, that statement may be in- 
serted in the record. 
(The statement referred to follows :) 


STATEMENT OF CALIFORNIA GRAPE AND TREE Fruit LEAGUE, SAN FRANCISCO, CALIF. 


I, Harold Angier, general manager of the California Grape and Tree Fruit 
League, 717 Market Street, San Francisco, Calif., respectfully submit the follow- 
ing testimony regarding proposed legislation to amend the Fair Labor Standards 
Act. 

The California Grape and Tree Fruit League is a nonprofit, industry service 
organization, whose grower and shipper members produce, harvest, pack, and 
ship, approximately 85 percent of all the California fresh deciduous tree fruits, 
berries, and grapes shipped to market in interstate and foreign commerce. 

The average annual volume of California fresh deciduous tree fruits, berries, 
and grapes moved in interstate and foreign commerce is over 750,000 tons, 85 
percent of which is marketed in the territory east of the Mississippi River. 
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At the present time, this important California industry is faced with what is 
commonly called the cost-price squeeze. The high cost of labor, material, ang 
transportation is responsible. Consumers are resisting the prices being asked 
for fresh fruit, with the result that the volume sold is declining due to a shift 
in consumer purchases to competitive items. 

Fresh fruit is a highly perishable commodity. It must be shipped to market 
when it is ready and sold for whatever price it will bring. A large proportion 
of the fresh fruit moves to market in interstate commerce is handled on consign- 
ment for the grower’s account. Under these circumstances all of the charges for 
packing, loading, cooling, transportation and selling are deducted from the 
grower’s account sale. This means that the grower is the one who is direct]y 
affected by increased costs even though such costs are paid by a commercial] 
packer and shipper, or by a cooperative association. 

Commercial packers and shippers and cooperative associations are subject to 
compliance with the minimum wage unless they qualify under the area-of-pro- 
duction exemption. We believe that Congress in its wisdom intended to protect 
the grower’s position by providing the area-of-production exemption, but the 
parenthetical phrase (as defined by the Administrator) has resulted in a defini- 
tion of area of production which is most unsatisfactory to the fresh-fruit indus- 
try and agriculture in general. As the law is presently written this industry is 
unalterably opposed to any increase in the minimum wage. 

A recent survey conducted by this league shows that none of our members pay 
less than 75 cents per hour to any of their employees regardless of whether they 
are subject or not. The survey also shows that increasing the minimum to $1 
per hour would substantially increase the payrolls of subject employers and 
therefore increase growers’ costs where they have their fruit packed and loaded 
at commercial or cooperative establishments outside of the area of production as 
defined by the Administrator. A large proportion of the payrolls in fresh-fruit 
packing establishments are for packing labor, generally local housewives and 
school girls. Seasonal employment of this nature lends itself to a wide range 
of productivity based on experience. This work is usually performed on a piece- 
work basis. A $1-per-hour minimum would deny a certain proportion of these 
fruit packers employment as employers could not afford pieceworkers who were 
unable to make the minimum. This would create serious labor shortages during 
the peak harvest periods and cause serious loss of highly perishable fruit. 

The other feature of the proposal to increase the minimum which concerns 
subject employers in this industry is the effect increasing the minimum would 
have on wage scales above the minimum. It is generally felt that increasing the 
minimum will result in demands for increases in the pay scales above any new 
minimum established. This would result in substantial increases in packing 
costs which would have to be paid by growers in the form of reduced returns. 

If the minimum is increased there seems to be only one solution as far as this 
industry is concerned. This solution is to amend the act with a sensible defini- 
tion of the area of production. The present definition promulgated by the Admin- 
istrator is most unsatisfactory and will create severe hardships and discrimina- 
tion if the minimum wage is increased. There are many country towns in Cali- 
fornia located in fruit-producing areas with populations over 2,500 and some 
over 50,000 . For the Administrator to establish a rule that a fresh-fruit-packing 
establishment located in a town of 2,500 population is subject to the minimum 
wage and another performing the same services for the growers in the same 
producing area located over 1 airline mile from that town is discriminatory and 
without sound reason. 

We compliment the Committee on Education and Labor in its unanimous deci- 
sion to restrict the hearing to the subject of increasing the minimum and not 
include extending of coverage or eliminating present exemptions. 

We urgently request full consideration of an amendment which would 
change section 13 (a) 10 by striking out, after the words “area of production,” 
the parenthetical phrase “(as defined by the Administrator).” And adding 
to this section a practical and reasonable definition of the “area of production.” 
We support the definition proposed by the United Fresh Fruit and Vegetable 
Association after consultation with various commodity and agricultural repre- 
sentatives. This definition is as follows: 

“‘Area of production’ means, with respect to livestock, poultry, or any agri- 
cultural or horticultural commodity, the area or areas (the geographical boun- 
daries of which shall be expressed in terms of counties or States, or counties 
and States) which may be ascertained and designated by the Secretary of Labor, 
in which such agricultural product is produced in commercial quantities; and 
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such contiguous counties in the same or adjoining States, if it is customary for 
the product to move from the county in which it is produced to an establishment 
located in any such contiguous county for the performance of any of the opera- 
tions in section 13 (a) 10.” 

We hope that the committee will recognize the imperative need by this 
industry of a just and practical definition of the area of production and intro- 
duce an amendment along the lines we have suggested. 


Mr. Hussty. Next is a statement by Sidney Levingston, Ruleville, 
Miss. 

Chairman Barpen. Without objection, we will include that in the - 
printed record. 

(The statement referred to follows :) 


STATEMENT OF SIDNEY LEVINGSTON, RULEVILLE, Miss., CHAIRMAN OF THE 
COMMITTEE ON LABOR OF THE DELTA COUNCIL OF MISSISSIPPI 


Gentlemen : My name is Sidney Levingston. I am a farmer living at Ruleville, 
Miss. As chairman of the committee on labor of the Delta Council of Mississippi, 
and the member for the State of Mississippi of the Special Farm Labor Advisory 
Committee to the Secretary of Labor, I should be grateful to this committee for 
permission to file the following statement for inclusion in the record of hearings 
on the minimum wage bills now pending. I wish to do this on behalf not only 
of the Delta Council of Mississippi but also of the Mid-South Cotton Producers 
Committee. Members of both the Delta Council and of the Mid-South Commit- 
tee are deeply concerned with the provisions of a number of these bills, and 
officials of the organizations other than the Delta Council that are associated 
in the Mid-South Cotton Producers Committee wish to be recorded as support- 
ing this statement. 

To make clear to the committee the nature of this interest, I should like to 
explain that the Delta Council is a public service organization representing the 
Yazoo-Mississippi Delta, the purpose of which is to promote the economic and 
civic development of the 18 alluvial counties comprising this area. Delta Coun- 
cil represents the common interests of the 650,000 people of this important agri- 
cultural section. 

For more than 20 years the Delta Council has been a vital and constructive 
force in advancing the development of the Delta area. It stands for the best in 
citizenship, and it takes justifiable pride in the progress of the last 2 decades. 

The Mississippi Delta is essentially a cotton producing area. Mississippi is the 
second largest cotton producing State in the country, and delta farmers are 
producers of just about half of the State’s cotton. Members of the Delta Council 
are therefore primarily dependent upon cotton for their livelihood. 

The Mid-South Cotton Producers Committee is an affiliation of the Delta 
Council of Mississippi with four similar organizations. These are the Delta 
Council of Louisiana, the Agricultural Council of Arkansas, the Tennessee Agri- 
cultural Council, and the Missouri Cotton Producers Association, all of them 
likewise active and progressive factors in the life of their States. Together 
these organizations cover an area that accounts for much more than half of 
the total cotton production of their five major cotton-producing States. 

Understanding that it is the purpose of the Committee on Education and Labor 
to consider at this time only the minimum wage rate, I shall make my statement 
brief. Under the legislation as it stands today on the statute books, agriculture 
and first processors of agricultural products in the areas of production are of 
course exempt from minimum wage and hour requirements. Cotton producers, 
and cotton ginners in areas of production, would thus not be directly affected by 
a change in the minimum wage rate, so long as this exemption holds. They are 
anxiously concerned, however, that these exemptions not be removed or 
narrowed. 

When fair labor standards legislation was in process of enactment in 1938, 
the Congress, after searching studies and mature deliberation, wisely concluded 
that because of the special conditions under which necessarily they are carried 
on, agriculture and its first processing industries in areas of production should 
be wholly exempt. Again, when the amendments of 1949 were under considera- 
tion, Congress, after similar careful analysis, arrived at the same conclusion. 

The premises on which this decision was taken are no less valid today than 
before. In fact, they are more cogent. For the past several years farmers have 
found their income progressively squeezed hetween rising costs of production 
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and declining prices for their products. Cotton producers in particular, faced 
with a rising tide of competition and an alarming falling away of export trade. 
have submitted to increasingly severe curtailment of production with severe 
reductions of income. The process of acreage curtailment has now gone to a 
point beyond which it cannot go. Cotton producers have no alternative but to 
reduce costs of production, by all means possible. For many producers the im- 
position of a minimum wage requirement would jeopardize their survival. 

On this account the Delta Council of Mississippi and the Mid-South Cotton 
Producers Committee would respectfully support and commend the decision of 
the Committee on Education and Labor to exclude from its consideration the 
matter of exempted enterprises. Should at any future time the question of ex- 
tended coverage be taken up for consideration, these organizations would ask 
to be informed and to be afforded opportunity to present a more extensive 
statement with supporting documentation. 


Mr. Hussey. Next is a statement from the Republican Party of 
Puerto Rico, submitted by Hon. Carroll D. Kearns of Pennsylvania. 

Chairman Barpen. Without objection, that may be inserted in the 
record at this point. 


(The statement referred to follows :) 


STATEMENT OF THE REPUBLICAN PARTY OF PUERTO Rico, SUBMITTED BY REPRESENT- 
ATIVE Luis A. FERRE, VicE CHAIRMAN, REPUBLICAN Party oF PvuERTO Rico, anp 
SENATOR CHARLES H. JULIA 


The Republican Party of Puerto Rico wishes to establish its position before 
the Committee on Education and Labor of the House of Representatives of the 
United States Congress on the subject of amendments to the Fair Labor Standards 
Act now under consideration, as it affects those industries in the Commonwealth 
of Puerto Rico participating in interstate commerce. 

We have stated before the Secretary of Labor that a minimum wage of 75 
cents per hour should be reached by all such industries within a reasonable time, 
and have suggested that the present differential be divided in 3 equal steps; the 
first to be reached 90 days after the approval of the law; the second, 1 year 
later; and the third, 2 years after the 90-day increase. The increases above 75 
cents per hour, up to the minimum that may be established by Congress to be 
determined periodically by the industry committees. There are, however, two 
industries in Puerto Rico which merit special treatment as they have to compete 
with foreign low-wage labor in the United States market. These are the home 
needlework industry and the processing of leaf tobacco—which really is an agri- 
cultural operation—and both, too, could be left subject to the determination of 
the industry committees after a close scrutiny is made of their capabilities to 
increase their minimums, with adequate protection, until they can pay the 
statutory minimum of 75 cents an hour. 

It is our position that the industries which are established in Puerto Rico to 
manufacture goods which in continental United States are paying wages con- 
siderably above 75 cents should be able to pay this minimum in Puerto Rico. It 
is conceivable that industries such as the home needlework and tobacco-leaf 
processing, which have to compete with low-wage areas and are not duly pro- 
tected by tariff rates, should be permitted to pay lower wages, until the tariff 
protection is increased or mechanization increases their competitive advantages, 
but on the other hand, those industries which participate in the flow of interstate 
commerce within the tariff wall, should be able to pay comparable wages to 
prevent the unfair exploitation of labor, while enjoying a reasonable differential 
during an initial period, to offset the disadvantage of an offshore area in attract- 
ing risk capital. This will give Puerto Rico a chance to enjoy a reasonable share 
of the yearly investment in our presently expanding national industrial plant 
capacity. 

It is true that Puerto Rico does not have an industrial history, but we feel 
that the development of the skills of our people, who are not slow in learning the 
trades, as has been proven by the large migration of workers from Puerto Rico to 
continental United States,’ should be financed by a larger initial working capital, 
which could be supplied either privately or by the Commonwealth government 
for the period of training. The fact is that the advantage of tax exemption in 


1 Quoting from the booklet Capable Hands Can be Flown to Your Plant, published by the 
Economic Development Administration, attached. 
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Puerto Rico, on both property and income tax, and the further aid given by the 
Commonwealth government to such industries, is ample enough to compensate 
this initial disadvantage, as has been demonstrated by the many successful 
industries which are now operating in Puerto Rico. 

Aceording to the testimony of Mr. Teodoro Moscoso, administrator of the 
Puerto Rican Development Administration, before the house commerce and 
industry committee of the Commonwealth legislature, the various tax-exempt 
industries that operated in Puerto Rico under the industrial-development pro- 
gram of the said administration during the year 1953 could be divided into 2 
groups; One group that made a net tax-exempt profit of $15,840,000, while the 
other group had a total overall loss of $1,635,000. The total amount of wages 
paid by both groups amounted to $16,699,000. bak 

We do not believe that the point in question is the alleged unfair competition 
from the limited industrial development of Puerto Rico. When our industrial 
output is compared to the national output, such an argument becomes irrelevant, 
The paramount question is whether under the American flag we are going to 
have two standards of wage earners—one which will guarantee a fair return and 
a decent floor for wages, and another permitting and stimulating the unfair 
exploitation of the working classes. 

Furthermore, it is our experience that, unless the minimums are set and, 
therefore, become the objectives of the industries concerned, no effort will be 
made either by management or labor to raise the productivity to meet a substan- 
tial increase in wages. 

The fixing of the minimum of 75 cents per hour for Puerto Rico 5 years after 
the minimum went into effect in continental United States in 1950 is not an 
unreasonable demand. As a matter of fact, the sugar industry, the shipping 
industry, the banking industry, the cement industry, the glass industry, and 
several other important industries in Puerto Rico have already met the 75-cent 
minimum. ‘There is no reason why other industries should not have anticipated 
an inerease of the minimum wage to the statutory limit and prepared themselves 
to neet it during a 5-year period. 

The industry committees. are theoretically a good mechanism to adjust wages, 
but experience has shown that they are slow in operating and that the objective 
of the law, which was to obtain the wage floor of 75 cents for all interstate 
commerce in Puerto Rico within a reasonable limit—and we believe that 5 years 
is a reasonable limit—has not been obtained. 

This is more so the case when it is considered that the cost-of-living index has 
increased in Puerto Rico from 100 in 1941 to 197.2 in 1955, so that the 75-cent 
wage requested is equivalent substantially to 37% as compared to wages in that 
year. At that time the statutory wage covering industries engaged in interstate 
commerce in Puerto Rico was 30 cents an hour. 

The industrial development of Puerto Rico is essential not only to the welfare 
of the people of the Commonwealth who are all American citizens and hence 
entitled to equality of opportunity in the enjoyment of our national economic ex- 
pansion, but it is also highly desirable from the point of view of the continental 
wage earner, since Puerto Rico is a $527 million-a-year market with great poten- 
tialities for a substantial growth in purchasing power. 

We feel that the suggested formula, which will establish a floor of 75 cents for 
all industries as an objective for 1958, while permitting further increases up to 
the new statutory limit which Congress may approve, through the action of the 
industry committees, will eliminate the present haphazard pattern of low wages 
in Puerto Rico and hence do away with the claim of unfair advantage on the part 
of mainland industries and labor unions as of a definite date, It will further 
give the Puerto Rican wage earner a much needed purchasing power to meet the 
increase in prices of American agricultural and industrial products, which are 
the consequence of increases in wage rates in the United States mainland. 

Therefore, it is.our position that a minimum wage of 75 cents per hour should 
be fixed to be operative in 1958 as suggested by us for all Puerto Rican industries 
in interstate commerce in order to guarantee a sound industrial development in 


Puerto Rico. 

Mr. Hussey. Next is a statement by the Honorable Hugh J. Ad- 
donizio, of New Jersey. anes 

Chairman Barpen. Without objection, that may be inserted in the 
record. 
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(The statement referred to follows :) 


STATEMENT oF Hon. Hueu J. ADDONIZIO, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW JERSEY 


Mr. Chairman and members of the Committee on Education and Labor, I am 
pleased at your decision to consider my bill, H. R. 56, introduced on January 5, 
1955, and the numerous other bills providing for an increase in the minimum-wage 
standards of the Nation. 

A substantial increase in the minimum wage is now long overdue. The last 
increase, effective in January 1950, was enacted in 1949 when the country was 
suffering an economic recession. Congress almost doubled the minimum at that 
time, raising it by 35 cents, from 40 to 75 cents. 

Thirty dollars a week is not a living wage in any part of the United States. 
The Bureau of Labor Statistics states that the average four-person family in the 
area with the lowest cost of living in the country needs more than twice that 
amount in order to maintain a modest standard of living. But $30 a week, 75 
cents an hour, is the minimum wage now set by the Fair Labor Standards Act, 
and thus that is the incredible sum which, for example, thousands of cotton 
textile millworkers in the Southeast region of the United States are paid. What 
sort of homes, food, clothing, and medical care, can these workers obtain for 
themselves and their families? 

Protection of minimum labor standards is essential at all times in order to 
assure at least a minimum level of living to low-wage workers and their families. 
It is of strategic importance at the present time that the Nation’s statutory mini- 
mum wage be raised to a realistic level fully reflecting the increase in the general 
level of wages. This would give a powerful boost to the purchasing power of 
low-income workers and help restore prosperity and full employment throughout 
the economy. 

The Nation’s ability to produce wealth and distribute it has increased many 
times since wage-and-hour legislation was proposed in 1937. This has been due 
to rising productivity in which labor was a major influence. 

The fact that the buying power of wages and salaries generally has failed to 
rise as rapidly as the economy’s increasing man-hour output, is ample justification 
for the proposed minimum wage of $1.25. If average wages have lagged behind 
the continuous growth of the economy as a whole, then the many factory workers, 
and especially those unorganized white-collar and service workers, have seen 
their spending ability cut in half by the lag in incomes. These workers repre- 
sent a majority of the American people. 

The primary case for the $1.25 minimum wage is the fact that much of the 
business community has failed to share the benefits of industrial progress with 
wage and salary earners. From 1946 through 1952 man-hour output rose 16.3 
percent in the private and non-Government part of the economy. But the buying 
power of the straight-time average hourly earnings of manufacturing workers 
increased only 12.8 percent. This fact was due partly to the low-paid workers 
in unorganized plants which in some cases received the bare minimum wage 
of 75 cents per hour. 

The buying power of wages and salaries must not merely catch up with the 
past productivity increases—it must forge ahead, if the growth of the economy 
is not to be distorted by imbalanced incomes and inadequate consumer buying 
power. 

Industry can take in stride a substantial increase in the minimum wage if it 
has to. Persuasive cvidence to this effect is provided by a new study of what 

happened when the minimum wage was last increased in 1950. The study by 
the United States Department of Labor finds that there were practically no 
plant shutdowns or worker layoffs as a result. 

Both economic justice and economic wisdom requires an immediate increase 
in the Federal minimum to at least $1.25 an hour. This would do no more than 
bring the objectives of our minimum-wage legislation up to date. American 
industry will have no more difficulty adjusting to this change than it had to the 
40-cent minimum in 1938 and the 75-cent minimum in 1949. 

The policy of the Fair Labor Standards Act is to correct and, as practicable, 
to eliminate labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and the general well-being of 
workers. A higher minimum wage is certainly necessary if the stated purpose 
of this law is to be carried out. A wider coverage of workers is also necessary, 
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not only for the personal good of the worker, but for the good of the economy 
and the country as a whole. 

Certainly the workers of America (the most prosperous country in the world) 
are entitled to a reasonable share of the products of their labor. 

The growth of America has not been due to the efforts of any one factor in the 
country, be it business, Government, or labor. Rather, this growth has been due 
to concerted efforts on the part of good Government, good business, and good 
labor. Since all have shared in the building of this great country, then it is 
certainly fair that all should share in the fruits of these concerted efforts. 

Ahead lies the task of strengthening minimum wage administration, a task 
in which the fairminded people of this country must provide leadership. It 
is imperative that effective action be taken to maintain the full force of pro- 
tection of minimum labor standards and to obtain changes necessary to give 
these programs genuine effectiveness. We should amend the Fair Labor Stand- 
ards Act to provide for a,realistic upward revision of the minimum rate above 
the current 75 cents to the $1.25 level, and to extend the protection of the law 
to the largest possible number of workers. 

The very people who oppose an increase in the minimum wage are the ones 
who expect these poorly paid Americans to be their customers. It does not 
make even business sense. . A higher minimum wage should serve as a prop to 
our economy, helping to maintain purchasing power upon which all business 
depends. It is no good to have customers in name only without means to buy 
the products they want and need. 

Greater still than the economic justifications for the proposed $1.25 minimum 
wage is the justification based on human decency, humanitarian appeals, and 
concepts of consideration for the welfare of one’s fellow man. This Nation 
throughout its history has been dedicated to these principles. 

We can expect the usual statement in opposition; such legislation would 
“cause mass unemployment,” “interference with free enterprise and collective 
bargaining” and “discriminate against small business.” However, as stated 
before, events since the 1938 act and 1949 amendments amply disprove these 
claims. 

Thirty dollars a week today is an insult to any American, even to the organized 
industrial workers who rightfully enjoy an average pay that is double the 
minimum. For there is’ always the danger—in time of adjustment—that the 
hard-won victories or organized labor may be imperiled by the downpull of 
these low minimum wages. 

Most American enterprises are conducted by men and women who know and 
live up to the obligation they owe to their employees. 

Apart from these are the few exploiters who manufacture misery and drive 
a wedge between employer and employee that threatens the teamwork upon which 
our progress depends. 

Many Members of Congress and other citizens have registered keen disappoint- 
ment with the recommendation by President Hisenhower in his state of the 
Union message that the minimum wage be increased to only 90 cents per hour. 
I feel that this small increase is entirely inadequate to meet the needs of millions 
of American workers and their families and to meet the needs of the national 
economy. 

In the interest of justice and fair play, it is the responsibility of Congress to 
increase the minimum wage to $1.25 an hour and to provide for enforcement, 
because there is no room in the United States for those who profit from the 
underpayment of these who produce for them. 

I appreciate this opportunity to submit my views on this important issue to 
your committee and I, urge that you approve legislation providing for a sub- 
stantial increase in the.basic minimum-wage structure. 


Mr. Hussey. Next is a statement from the Northeastern Lumber 
Manufacurers Association, Inc., New York, N. Y. 


Chairman Barpen. Without objection, that statement may be in- 
serted in the record. 


(The statement referred to follows :) 


STATEMENT OF NORTHEASTERN LUMBER MANUFACTURERS ASSOCIATION, INC. 


The Northeastern Lumber Manufacturers Association is a trade organization 
representing the producers of inmber in New York State, Pennsylvania, and the 
New England States, 
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This industry is composed of approximately 4,000 sawmills. For the most part. 
they are individually owned small businesses. The Northeastern industry is 
responsible for about 4 percent of the total national lumber production, but the 
value of the production is in considerably greater proportion to the total value 
of all lumber produced than volume indicates. 

The Northeastern lumber industry is a very important factor in the economy of 
the Northeast. Increase in the legal minimum wage is certain to result in 
higher operating costs for the manufacturers, which in turn will probably 
result in many of the smaller companies being forced out of business and conse- 
quently unemployment. The increase in the minimum wage would make neces- 
sary proportionate increases in all wages, which combined with higher operating 
costs, would simply mean further inflation. 

Our appeal therefore, is that any increase in the minimum wage rate, or 
changes in the law itself, will simply mean a further handicap to many smal] 


businesses; displacement of labor, primarily unskilled; and undesirable infla- 
tionary pressures. 


Mr. Hussey. Next is a statement of the American Bankers Asso- 
ciation. 


Chairman Barpen. Without objection, that statement may be in- 
serted in the record at this point. 
(The statement referred to follows :) 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


Banking is predominantly small business, being made up of thousands of 
small institutions. Of the approximately 14,500 banks, only 1,000 have de- 
posits of over $25 million, another 3,500 have deposits between $5 million and 
$25 million, while approximately 10,000 banks have deposits of less than $5 
million. 

The proposals now under consideration seek to increase the present minimum 
wage of: 75 cents per hour to new minimums ranging from 90 cents to $1.25 
per hour. Any of these proposed amendments to the Fair Labor Standards 
Act would have serious effect on many banks. 

Your attention is invited to the 5,000 small banks with deposits of less than 
$2 million located in smaller rural communities. The small size of these 
banks places a practical limitation on their earnings which would make the 
payment of even a 90-cent-per-hour minimum difficult, and anything over that 
prohibitive. It must be borne in mind that an increase in the salary rate of 
the lowest paid employee requires corresponding increases in the pay of most 
other employees in crder to maintain customary salary differentials. 

Bank employees in these banks do not have the same living expenses to meet 
that employees of city banks incur. Their transportation, food, clothing, and 
housing expenses are lower than similar expenses for the bank employees in 
the city. These advantages over city dwellers are reflected in lower living costs 
and proportionately lower salaries or wages. 

Banks, small and large, employ a majority of their permanent staffs directly 
from high schools. These boys and girls are inexperienced, yet the banks pay 
them full salary while they are being training. Banks also provide employment 
for thousands of students during summer vacations. These summer replace- 
ments generally cannot operate the bookkeeping machines or teller windows, 
but are used to perform simple clerical tasks. If minimum wage standards 
are set too high it could result in the employment of only those who already have 
acquired specialized training through secretarial or commercial schools and 
might deprive many of these youths of employment opportunities. It is urged 
that if the minimum wage is raised that consideration be given to setting a lower 
rate during the first 6 months of employment and for vacation help and part- 
time help, or that Congress express the intention that learners’ certificates, as 
presently provided for in the act, be made available to banks for this purpose. 

Small banks, as well as other small enterprises employing clerical help for 
routine tasks, do not have the volume of activity to justify, nor can they afford, 
the installation of modern electronic labor saving office equipment. Therefore, 
the proposals now before this committee will have proportionately greater impact 
on smaller employers. Large employers with modern equipment employ more 
skilled operators at correspondingly higher rates of pay and will be little affected 
by these amendments. It is for this reason that we are concerned about the 
effect a higher minimum wage will have on the thousands of smaller banks. 








AMENDMENT TO INCREASE THE MINIMUM WAGE 951 


Mr. Hussey. The next is a statement of Sol Markoff, associate gen- 
eral secretary, National Child Labor Committee. 

Chairman Barven. Without objection, that statement may be in- 
serted in the record. 

(The statement referred to follows :) 


STATEMENT BY So. MARKOFF, ASSOCIATE GENERAL SECRETARY, NATIONAL CHILD 
LABoR COMMITTEE 


The National Child Labor Committee is a nonprofit social welfare agency estab- 
lished in 1904 and incorporated by act of Congress in 1907. It is a member of 
the National Social Welfare Assembly and an associate group of the National 
Conference of Social Work. Its policies are determined by a board of trustees 
consisting of distinguished men and women in the fields of education, social 
welfare, medicine, law, labor, and finance. Its financial support comes primarily 
from contributions of 15,000 members throughout the country. 

This statement concerns itself only with the minimuim-wage provisions of 
the Fair Labor Standards Act and we respectfully request the privilege of com- 
menting further at a later date if any consideration is to be given to amend- 
ments of the child-labor sections of the law. 

Our committee is primarily interested in eliminating child labor and in pro- 
moting educational opportunities for young people. But long ago we recognized 
that it is not enough simply to pass laws prohibiting children from working if 
economie circumstances continued to create pressures on a family to have their 
children work—even though prematurely, and at the expense of their health, 
education, and welfare. It is for that reason that we have always supported the 
principle of an adequate minimum wage. 

Low income is a coercive force which drives children into the labor market 
prematurely in order to supplement a family’s meager earnings. Low income 
may cause some of these children to drop out of school altogether. Others, 
while remaining in school, may seek part-time work, but possibly in unsuitable 
occupations or for an excessive number of hours, and their education, as well as 
their health, might be adversely affected. Minimum wage rates help raise the 
economic level of poorly paid adult workers, and thus ease the pressures which 
compel their children to work. The more adequate the minimum wage, aj7d the 
more extensive the coverage, the greater is the probability that fewer ¢ .ddren 
will drop out of school for economic reasons, or take on workloads in addition 
to their school work which might have a deleterious affect on their schooling and 
on their health. 

In supporting an adequate minimum wage, the committee also wishes to express 
its opposition to any blanket wage exemption based on age. or to any blanket wage 
exemption based on occupational classifications. We recognize the desirability, 
in’ certain instances, of permitting learners and apprentices to be employed at 
less than the minimum wage rates for limited periods, under special certificates, 
and pursuant to regulations developed after public hearings. But we are op- 
posed to the kind of wage exemptions sought several, times by Western Union 
for special substandard wage rates for its messenger force, or for a part of its 
messenger force under a certain age. This is a thoroughly bad principle and 
would open the door wide for other special interests to seek the same unnecessary 
privileges for themselves. 


Mr. Hussey. Next is a statement of the United States Wholesale 
Grocers’ Association, Inc., submitted by R. H. Rowe, vice president 
and secretary Weaning D.C. 


Chairman Barpen. Without objection, that statement may be in- 
serted in the record. 


(The statement referred to follows :) 


STATEMENT or R. H. Rowe, Vick PRESIPENT AND SECRETARY, UNITED STATES 
WHOLESALE GROCERS’ ASSOCIATION 


My name is R. H. Rowe. I am vice president and secretary of the United 
States Wholesale Grocers’ Association, a national trade organization of inde- 
pendent food and grocery distributors, with headquarters in Washington, D. ©, 


63489—55——_62 
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We undertook a survey of the opinions and reactions of our members with 
respect to the proposed increases in the minimum hourly rate under the Fair 
Labor Standards Act. 

We sent a questionnaire to our 458 head house members, as distinguished from 
any branches they may have, seeking their views on the proposed increase to 
90 cents, to $1, and to $1.25. 

These head house members are located in 40 States, Alaska, and Hawaii. The 
bulk of this membership is located in the Southern States. A total of 225 replies 
were received, representing more than 49 percent of our membership. 

Of the 215 who gave their views on the subject, 179 or 83 percent expressed 
opposition to the proposed increases and said that we should present their views 
to this committee. 

Of the 179 who answered the question, 147 or 82 percent indicated that they 
would be affected by a 90-cent rate—that it would decrease their net profit. 
With those who said by what percentage their net profit would be reduced, the 
figure most often mentioned was 10 percent, with the range being from 5 to 150 
percent. 

Wholesale grocers operate on such narrow margins of net profit that it may be 
fairly said that any decrease in their net profit is more than likely to be serious. 

According to our annual survey of wholesale grocers’ profit and loss figures, 
their annual net profit as a percent of sales before income taxes, was 0.98 percent 
in 1952 and 1.09 percent in 1953—a very thin margin indeed. Figures for 1954 
have not yet been tabulated. 

The effect would be progressively more harmful if the wage rate should go 
up to $1, to $1.25. . 

In order to operate under a 90-cent minimum, the 208 firms who replied to 
this question would undertake a number of different procedures; some a com- 
bination of procedures. 

These procedures—in the order of their most frequent mention—are: 

1. Work no overtime.—If all overtime is eliminated, it can be seen that in 
many cases the take-home pay of the employee would be less than under the 
present rate plus overtime. 

2. Eliminating some employees.—The range of elimination as given in the 
replies is 1 to 30 employees. The median figure is 4 employees. 

3. Increase selling prices.—Many who gave this procedure were very doubtful 
wheter it could be used, in view of the fierce competition that exists in the food 
indu#!y at all levels. 

If the minimum should be increased to $1, of the 194 who replied to this 
question in some form, we find that 109 said it would decrease their net profit. 
These 109 divide up as follows: 21 said it would decrease their net profit but 
gave no amount; 13 specified the amount of decrease, the range being 15 percent 
to 90 percent; the median figure being 40.percent. Thirty-seven said it would 
eliminate their net profit. ‘Twenty-seven said they would probably go out of 
business, while 11 stated flatly they would go out of business. ® 

If the rate should be set at $1.25, of the 186 who replied to this question, 
95 said they would be forced out of business or likely so. These 95 break down 
as follows: 58 said they would have to liquidate, 28 said they would probably 
have to liquidate, and 9 said they would have to liquidate unless they could 
raise their selling margins. 

Some of the firm said their services to retailers, especially to the smaller 
retailers, would have to be curtailed or eliminated altogether. 

I may say here that on the intelligent and energetic direction of such services 
depends the future and the fate of the average individual wholesale operator. 
If he cannot increasingly render operating and merchandising aids to his retail 
customers, he will be eliminated from the grocery field. 

I should call your attention to the fact that the proposed higher rates would 
not amount to merely an increase in the hourly pay and stop at that. 

On the other hand, the increases would be accompanied or would induce addi- 
tional pay increases not specifically required by the fixed minimum. The supple- 
mentary payments would arise from the following situations: 

1. Employees now receiving more than the 90-cent minimum would expect and 
in most cases get increased pay. Seventy-nine of the 149 who replied to this 
question and who are now paying all of their employees over the 90-cent minimum 
eay that if Congress decrees the 90-cent minimum, a 20-percent increase over the 
present rates, their employees would get increased wages. The amount of the 
inerease most frequently mentioned was 20 percent. 
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2. In cases where a 90-cent minimum would serve to increase the pay of the 
lowest paid employees, the higher paid employees now receiving more than the 
90 cents would expect and in most cases get increases in their wages. 

Of the 182 who replied to this question, 137 said that in the circumstances just 
mentioned, their higher paid employees would get increases over present pay. 

It is apparent from what I have said that the proposed increases would work 
hardship on the majority of our members and on other wholesalers of similar 
operations, 


The greater the increases, the greater the hardship up to the point of retiring 
many operators from the grocery wholesaling field. 


PLAN FOR GUARANTEED ANNUAL WAGE 


In order to alleviate the hardships noted in the two paragraphs next preceding, 
we desire to present to and urge upon the House Labor Committee plan for 
guaranteed annual wage. 


This suggestion arises out of consideration of the fact that economic security 
or a guaranteed annual wage is one of the primary objectives of workers today. 

We therefore propose the following guaranteed wage plan which is in accord- 
ance with economic security for workers and avoids undue hardship on 
employers: 

“Any amendment to the Fair Labor Standards Act increasing the minimum wage 
rate should also provide exemption from the overtime provision of the Federal 
wage-and-hour law and from any increased minimum hourly wage that might 
exceed 85 cents per hour for those workers whose employers are willing to 
guarantee that the worker shall make not less than 52 weeks pay per year at 
$42.50 per week, for not more than 50 hours per week, and provided that, in any 
week in which the worker works more than 50 hours, for those hours above 50 
the worker, assuming he is not otherwise exempt, must receive at least the 
minimum hourly wage and overtime pay under the Act.” 

Chairman Barpen. Gentlemen, there are not many of you here, but I 
think I ought to let you know what I have in mind. 

I am trying to bring these hearings to a conclusion. And I think 
probably it ean be done in maybe 3 or 4, possibly 5 days. I can, I think 
cut them down to where we can close the hearings. And then, of 
course, we will go into session on reporting a bill out. 

I mention that because I think you ought to know and have some 
idea of what the program would be. That is my present intention, in 
the absence of some action by the committee, that we close the hearings 
just as quickly as we can with proper regard to those who have 
requested it, and then complete the job in the-committee on reporting 
whatever bill we decide upon. 

Is there any discussion of that ? 

Mr. Bowter. Are we going to meet tomorrow morning, Mr. Chair- 
man. 

Chairman Barpen. No, sir. 

Mr. Bower. Of course, Monday you will meet ? 

Chairman Barven. No, sir, we will not meet on Monday because the 
Subcommittee on Education wants to meet on Monday, and I think 
there is another subcommittee that wants to meet Monday. So we 
cannot expect the members to be in both places. Monday is a bad 
time for the full committee to meet anyway. 

So I thought, if they were willing to make the sacrifice to meet on 
Monday, we would cooperate with them to the extent that we can 
because the full committee has fouled them up a little bit plus the 
activities of the House. 

Mr. Bower. Then the full committee will meet on Tuesday ? 

Chairman Barpen. Yes. 
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Mr. Gwiny. In that connection, we are running into the Fourth of 
July. Will we meet Tuesday, Wednesday, and Thursday of next week ? 

Chairman Barven. Well, I thought I had better be cautious about 
going further than Wednesday. To be frank with you, I have been, 
for the last week or more, trying to race with the Fourth of July. | 
em afraid it is going to win. But I wanted to get these things behind 
us by that time. I realize that the Fourth coming on Monday, the 
membership of the House will very likely want to get out, those who 
are in reach of their homes, to get home; and those that are not in 
reach of their homes will probably want to get out and flutter their 
feathers a little bit. 

So I would not like to announce yet as to Thursday until I see 
how the membership of the committee is going to work out for that 
date. 

Mr. Bowter. Mr. Chairman, as far as I am concerned, you can 
proceed without me. I do expect to leave here maybe Wednesday 
night for Chicago. 

Chairman Barven. I kind of thought that. 

Mr. Bowxer. I want to be here, but I can leave my proxy here 
anyway. 

Chairman Barpen. You certainly have been good about attending 
the committee meetings, and I shall show the type of consideration 
that, if you should want to stretch your time a day, nothing will 
happen in this committee that will be to your detriment. i will 
guarantee that. 

Mr. Bower. Thank you. 

Mr. Gwinn. I move we adjourn. 


Chairman Barpen. The committee will adjourn until Tuesday 
morning at 10 o’clock. 

(Whereupon, at 12:20 p. m., the committee was recessed, to be 
reconvened at 10 a. m., Tuesday, June 28, 1955.) 
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TUESDAY, JUNE 28, 1955 


House or RepreseNntTATIVES, 
CoMMITTEE ON EpucATION AND Lagor, 
Washington, D.C. 

The committee met at 10:15 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Graham A. Barden (chairman), 
presiding. 

Present: Representatives Barden, Kelley, Bailey, Perkins, Wier, 
Elliott, Landrum, Metcalf, Bowler, Roosevelt, Zelenko, Thompson, 
Udall, McConnell, Gwinn, Smith, Rhodes, Wainwright, Coon, and 
Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clark; Edward A. McCabe, general counsel ; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order. 

I believe we have one of our colleagues here this morning, Congress- 
man Matthews. 

Be seated, please, and, just for the record, identify yourself, please, 
sir. The rest of us know you. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 


_ Mr. Matruews. I am D. R. (Billy) Matthews, of the Eighth Dis- 
trict of Florida, and I want to express to the chairman my sincere 
appreciation for permitting me to appear here this morning to give 
a word of testimony about the views of some of my constituents on 
the increase in the minimum wage. 

Mr. Chairman, I represent the Eighth Congressional District of 
Florida, My district is in the heartland of the beautiful pine-tree 
country, and there are many sawmill operators and small lumber 
manufacturers in my district. Due to this situation, any change in the 
minimum-wage rate set by the Fair Labor Standards Act will have a 
very definite impact on my people. 

I have received more mail on this subject than on any other problem 
which has faced us here in the 84th Congress. 

Our sawmill operators have had increasing problems in recent years 
due to rising prices, scarcity of labor, more widespread use of concrete, 
plastics, and other materials. They are very concerned about pro- 
posals for a sharp increase in the minimum-wage rate. 

With the permission of the chairman, I would like to present a 
number of letters and telegrams which I have received from my con- 
stituents about this problem for inclusion in the record. 
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I sincerely trust that the committee will consider these views, and 
¥ know you will keep in mind the problems of our people in the Eighth 
District of Florida as you continue your deliberations on this issue. 

Mr. Chairman, I would like to add just one more informal note. 

Many of the letters are not adamant in their opposition to any 
increase at all. They do not reflect, I think, the position of people 
who do not want to give labor its just due. But they are concerned, 
and they give, I think, factual information about an increase, say, 
from 75 cents minimum toa dollar minimum. Some of them say if it 
were just a 90-cent minimum they think they could absorb that loss. 

But now since they have to compete with the big pulp mills and 
other factories in the Eighth District of Florida for labor where 
the minimum in these mills in all instances is much higher than the 
basic 75 cents, I think, Mr. Chairman, they have given some very 
interesting facts about the reasons why this increase from 75 cents 
to a dollar would be very harmful to them. 

If I may have permission, sir, I would like to include these letters. 
They are not very long. 

Chairman Barpen. Without objection, the letters may be included 
in the record in addition to your statement. 

(The communications referred to are as follows :) 


FRANKLIN LUMBER & BASKET Co., 
Micanopy, Fla., June 24, 19: 
Hon. D. R. MATTHEWS, 
House Office Building, Washington, D. C. 


Dear Brtty: The manufacturers of veneer fruit, vegetable, and industrial 
containers are comparatively small businesses. A large percentage of the cost 
of the products of this industry is labor. To increase the minimum wages 
would hurt a small industry such as ours much more than the paper industry 
where the percentage of labor is much less and where they are already paying 
considerably more than the minimum wages. I believe to raise the minimum 
wages will hurt small businesses operating under the minimum-wage law and 
help big business. Also, I believe it will price many employees out of a job, 
because if we cannot compete we are not going to operate. 

A vote to increase the minimum-wage law is a vote against small business 
such as ours. This is not only true in my type of business but in many, many 
other small businesses, Also, it will be detrimental to the farmers of Florida, 
as they have to compete for labor. 

With best regards, 

Sincerely yours, 
BEN. 


ARCHER, FLA., June 20, 1955. 
Hon. D. R. (Brtry) MATTHEWS, 
House of Representatives, Washington, D. C.: 


Please attend House Labor Committee hearing Tuesday reference minimum- 
wage scale which would be very detrimental to all small industry of South if 
earried through. 


W. BE. MArcHANT LUMBER Co. 


SHAMROOK, FLA., June 20, 1955. 
Hon. D. R. MATTHEWS, 
House of Representatives, 
Washington, D. C. 


Dear Sir: I have been viewing with apprehension the effect the $1 an hour min- 
imum wage which you have before you would have on the southern pine indus- 
try in the South in general, and of course, the effect it will have on the lumber 
business with which I am associated in particular. 

I am a major shareholder in the Perry Lumber Co. Inc., of Perry, Fla., which 
has been in existence for a number cf years and the Suwannee Lumber Manu- 
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facturing Co., Inc., of Shamrock which was only formed this year. The two 
companies have a combined payroll of approximately 250 people, both directly 
and indirectly. Of these, 150 are on our immediate payrolls, and the others are 
on payrolls of contractors who supply us. 

Our records prove that of the gross value of the product we manufacture, 
60 percent of the sale price is labor alone. Our percentage of net profit on 
gross sales if 4 percent—i. e.—lumber that averages $80 per thousand board 
feet has a profit of about $3.20. This is a very low return and not attractive 
as far as an investment is concerned. 

The problem before us today is the proposed 3314 percent increase of the cost 
of labor. You can easily see that instead of having a net profit of 4 percent, this 
would reverse the situation and we will have a net loss of about 13 percent 
under the present price schedule of lumber. 

The proponents of this bill would say the price of the product would have to be 
raised accordingly to offset this loss. I venture to say that this can be done 
partially but the market will simply not uphold such a large boost. Some of it 
can be Overcome with increased mechanical efficiency but that gets us back to the 
problem of having an investment attractive enough for new venture capital. 

Lumber is fast losing its market to substitute materials that are cheaper 
though not as beautiful nor as serviceable. Southern pine is losing its market to 
west coast woods, a timber that is more abundant, larger, and more adaptable to 
labor-saving devices in manufacturing. 

I have elaborated the above points to try to influence you in doing everything 
you can to obstruct passage of this high minimum. Possibly it could be arbi- 
trated to a figure between the present $0.75 minimum and the proposed $1. I 
can see that we would not be able to operate with a sudden increase from $0.75 
to $1, but should it be politically expedient to have a higher statutory minimum, 
couldn’t it he done with a progressive increase’from year to year? 

With kindest regards. 

Yours very truly, 
SUWANNEE LUMBER MANUFACTURING Co., INC., 
Georce T. DicKert, President. 


JASPER, FLA., June 18, 1955. 
Hon. D. R. MaTtTrHEws, 


Washington, D. C. 

DEAR Sir: We note that the bill is up to raise the minimum wage at this time. 
We would like to say that we are not against labor receiving all that their efforts 
entitle, but we will say that if the minimum wage is raised to $1 per hour that 
you will wreck the small sawmill man of the United States. 

We hope you folks can work out something that will be fair both to labor and 
to the man trying to operate. 

Yours very truly, 
BripcGes Lumeer Co. 
J. T. BripaeEs. 


ARCHER, Fia., June 15, 1955. 


Hon. D. R. (Britty) MATTHEWS, 
United States Congress, Washington, D. C. 


DEAR BILLy: It is my understanding that the Senate has approved an increase 
in minimum wages of 25 cents per hour, making the minimum $1 an hour, effec- 
tive January 1, 1956. 

The South has more small industries than any other section of our country, 
especially of sawmills, and unless the owners of each individual unit are allowed 
the right to establish the rate of wages which they can pay, they will necessarily 
he foreed to discontinue. 

Competition, the income tax, and local conditions should be sufficient for regu- 
lation of wage costs, without interference from the Federal Government. The 
Members of our Congress know very little of the operation of a small sawmill in 
the South, where houses, fuel, and sometimes all utilities are furnished to labor. 

Costs of timber have advanced, longer hauls, smaller bodies of timber, shorter 
life of plants, movement of location more often, depreciation accelerated, and 
competition, less volume and differentiation of net profit per unit. Also ad- 
vancing material costs and taxes all are part of the difficulties the small opera- 
tors have in trying to retain incentive for continuing in business. 

I am sure you will throw your influence on the right side of this issue. 

Sincerely yours, 


W. E. MaRcHANT. 
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L. W. DRUMMOND & SON, INC.,, 


Chiefland, Fla., June 13, 1955. 
Hon. Bitty MATTHEWS, 


Congressman, House, 
Washington, D. C. 


Dear BILty: We have been advised that the Senate has approved the mini- 
mum wage and hour law from 75 cents to $1. I am indeed sorry to learn this. 

If the Congress makes $1 per hour the minimum, it means the shutting down for 
good, many, many operators in all lines of business. It will deprive so many 
people of steady employment. You may not believe it, but you will soon find 
this country with the largest jobless roll it has ever known. Only the large 
operators can continue. 

In our community there is quite a number of small operators of the lumber 
business as well as other business that are being forced to close on account of the 
high cost of production. The production cost, most of which is labor, exceeds the 
selling price. Our preduction cost has been running above sales for the past 
15 months. We have been hanging on hoping the tide might turn our way. It 
now appears that our hopes are being banished. 

I hope, as well as many others that the minimum wages be left at 75 cents 
per hour, or otherwise many of us will have to close our business and let our 
labor live on what? 

I trust you will do your best to help defeat this high cost of labor. It will he 
for the best of your country, labor and business. 

Yours most sincerely, 
LUTHER DruMMOND, Pesident. 


JASPER, F'iA., June 20, 1955. 
Congressman Bitty MATTHEWS, 


Washington, D. C.: 
Any increase in minimum-wage scale would be practiqnlly fatal for small mills 
such as our company. 
Lewis LuMBER Co., 
MarGaretT L. Sapp, 
Joe D. Sapp. 


FERNANDINA Beacu, Fra., June 1, 1955. 


Representative Brrty MATTHEWS, 
House of Representatives Office Building, 
Washington, D. C. 


Dear Mr. Mattuews: In a recent issue of the Fernandina News Leader you 
stated that you will “particularly welcome the views of our people on the raising 
of the minimum wage, which is now 75 cents an hour.” First, I don’t under- 
stand why there should be a minimum wage at all. And second, if it is justified 
why it shouldn’t be $2 an hour. However, until I find out why it was started in 
the first place I will go along with President Eisenhower’s recommendation for 
the minimum wage to be raised to 90 cents an hour. 

I don’t know whether the House has voted on any projects for the reclamation 
of farmlands but it seems foolish to spend a lot of money on this sort of thing 
when our country is already suffering from an overproduction of food, as evi- 
denced by the huge surpluses that the Government has had to buy and store to 
support farm prices. And if Mr. Raymond Moley’s Newsweek analyses are cor- 
rect, it seems even more so to spend farmland reclamation several times what 
the land is worth after reclamation. 

Very truly yours, 
Witwiam A, Cuitps, Jr. 
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GAINESVILLE CHAMBER OF COMMERCE, 
Gainesville, Fla., May 18, 1955. 
Hon. D. R. MatrHews, 
United States Congressman, 
House Office Building, Washington, D. C. 


Deak Bitty: The merchants division of the Gainesville Chamber of Commerce 
has recently discussed the proposal to eliminate the retail exemption in the 
wages and hours law. At their last meeting they adopted a resolution asking 
that you be contacted to solicit your support of retaining the retail exemption 
in the wages and hours law. 

I am certain that you have had many personal communications from our local 
merchants giving you the various reasons why they wish to retain the retail 
exemption in this law and if you can lend your efforts toward this end I am 
certain it would be greatly appreciated by our local merchants. 

Sincerely yours, 


Rosert C. CArrorr, Manager. 
” 


; FERNANDINA BeacHu, Fta., May 11, 1955. 
Hon. Brrry MATTHEWs, 


House Office Building, Washington, D. C. 


DEAR Mr. MATTHEW: We have read with much concern the proposed hour- 
and-wage legislation regarding all retail establishments. 

Since we operate stores in your district, we are writing you that we are very 
much against this proposed legislation. We do not feel that we can stay in 
business should this law be passed. We ask you to oppose this legislation in 
the best interest of everyone who is in the retail business. 

Respectfully yours, 
DIXIELAND STORES, INC., 
A, B. MAXWELL. 


Live OAK, Fra., April 24, 1955. 
DEAR BILLy: Recently you wrote a letter and asked for reaction to proposed 
legislation to increasing minimum wage. I do not think it would be wise to 
make increase beyond 15 cents per hour at this time. If minimum wage were 
increased to $1.25 per hour it would make it next to impossible to secure farm 
labor. I have arrived at this opinion by talking to quite a number of business- 
men and farmers. 


W. L. Tepper. 


O. M. WeErs STORES, 
Palatka, Fla., April 19, 1955. 
Hon. DonALD R. MATTHEWS, 
House of Representatives, 
Washington, D. C. 

Dear CONGRESSMAN MatTTHEews: Knowing of the heavy correspondence you 
receive and the pressure under which you work I have not written you as 
often as I think I should have. However, one current subject is of such impor- 
tance that I feel I must write and express my views to you. 

I read in the daily papers that Labor Secretary Mitchell is urging Senators 
to raise minimum wages to 90 cents per hour and to expand the coverage of 
the act. I also note he proposed the coverage to include chain stores, motion 
picture theater chains, hotel systems and loan companies that operate in more 
than one State. I also note that he stated the newly covered should not be 
required to comply with overtime provisions of the act. 

Now this would not affect our operation directly at the present as we eperate 
in one State. But we can see the handwriting on the wall clearly. His plan is 
to get his head in the tent and then take over and expand the coverage to 
include everyone, including the small country stores. To express it another 
way, when the dam cracks, a flood can be expected. I know it has been popular 
with some to fight chain stores but I have never been one to fight them in that 
manner, Frankly I feel that I can live better and the community will be better 
off with the chains and without Federation regulations. I can get my share of 
the business under a free enterprise system that is without Federal regulations. 

I consider Secretary Mitchell’s plan one of creeping socialism and sincerely 
ask that you do everything possible to hold the line. I think destroying the 
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retail exemption would be a blow to small communities such as those in which 
we operate. Government reports and auditors checking us now takes a large 
part of our time and small business does not need to be burdened any further, 

I just received a report which was dated April 16, 1955, that small firms are 
lagging behind in their “ability to make money.” The report states that: 
“between early 1952 and early 1953, small firms plummeted by 60.9 percent * * * 
as contrasted with an increase of 10.5 percent for the biggest companies. The 
Senate Small Business Committee reports this * * * with concern.” This re- 
port makes us believe that small business needs help rather than hindrance. We 
firmly believe that more Federal Government controls will be a greater handicap 
on small business. 

We operate five stores. Those stores are located in town with the 1950 official 
census showing the population as follows: 


Palatka 

Port St. Joe 

Cipgme Geen aries t ce eeoet Ste a LTR Lah ie i Re kta T BS 
Wewahitchka 

Hastings 


Our operation is a small one and in small towns, so we know the problems of 
those who operate small businesses. 

To stay in business the small operator must keep expenses down in proportion 
to the volume of sales. This includes rent, lights, taxes, insurance, and all other 
expenses ineluding salaries. In small towns where the customer traffic is light 
the potential sales for a saleslady may be $20 to $30 per day as compared to $75 
to $100 or more per day for a saleslady in a large city. So being forced to pay 
the same rate in the small towns will mean the closing of many small businesses 
and depriving the citizens of those communities of the service to which they 
are entitled. 

In such small operations the operators are forced to use people of limited 
ability and people with little or no experience. Paying them in line with their 
ability to earn gives them a break and works toward the best interests of the 
community. Being forced to pay them more than they can earn will put them out 
of a job and close the business which would not be for the best interest of the 
community. 

Putting it on the larger chains will cause trouble for all even if it were stopped 
there. We are not fooled one bit into thinking it would stop there as we see 
through the plan of Secretary Mitchell. I could continue with more good and 
valid reasons why the “retail exemption” should be continued. I do not wish to 
take too much of your time but I do ask sincerely that you use every effort to 
maintain retail exemption for all to safeguard the small operator. 

I greatly appreciate the fine job you have done for us. Your record as our 
Representative is one that we are proud of. I have not asked you for much in 
the past but I urgently request you to use your influence to hold the line on 
this matter. 

Yours truly, 


O. M. Wess. 


Mapison, Fia., April 12, 1955. 
Congressman Brtty MATTHEWS, 


Member of Congress, Washington, D.C. 


DEAR CONGRESSMAN: Mrs. Howerton and I enjoyed seeing you and your staff 
very much on our recent visit to Washington. We appreciate very much the 
interest you have shown in our son, Tommy. 

It is a hope of quite a few persons in Florida as well as in other States 
that these State forest services confine their foresters to information and educa- 
tional work and demonstrations rather than spend their time in cruising and 
volume marking of timber. 

We wish to oppose the abolition of the 12-man exemption because its removal 
will make it economically impossible for small operators to keep the detailed 
and accurate time records required by the act and will compel them to violate 
the law, simply by inability to comply, if they are to continue in business at all. 
This is the situation which the larger operators have been and still are forced 
to contend with and is likely to drive many small enterprisers out of business. 

We oppose the abolition of seasonal exemptions because such action will seri- 
ously handicap, if not prevent, operations which can only be carried on while 
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the season of weather permits. Anyone who has had experience in this seasonal 
work will know what the removal of these exemptions would mean in terms of 
increased costs, expanded facilities, and shortages of labor to do the work. 

We unqualifiedly endorse and support the proposal to bring the definition of 
“employee” as found in the Fair Labor Standards Act into line with the same 
definition in similar laws. This should bring consistency and clarity to a situa- 
tion which has long been confused by the abandonment of the common-law rules 
of master and servant for the cloudy concept of what has been sometimes de- 
scribed as “economic reality.” 

We oppose any increase in the minimum wage, first, because such an increase 
would clearly be inflationary due to the necessary corresponding increase in 
every higher differential, and secondly, because resulting higher costs and prices 
would soon eliminate any temporary relief to the worker. 

With very best personal regards, I am 

Sincerely yours, 
T. M. Howerton, Jr. 
Ortp Town, Fuia., March 1, 1955. 
D. R. MatTrHews, 
House of Representatives, 
Washington, D. 0. 


Dear Sir: Received a letter saying that I should write to our Congressman 
and State senators about wages paid in sawmills. 

It costs $37 per thousand feet to log and saw the lumber. You then haul it 
to a larger mill where they will pay you $62 per thousand feet for 7 by 6’s and 
1 by 8’s; 2 by 4’s and 1 by 4’s are a lot less. 

Then we have to pay stumpage, besides logging and sawing. How do you 
expect uS to pay higher wages when we cannot make half enough to live on as 
itis. We pay 75 cents per hour. This does not include breakdowns, etc. 

If we could get more for our lumber and an honest grade and scale of feet, 
we then could pay better wages. 

Yours truly, 
H. L. HUTCHINS, 


Chairman Barpen. As I understand your attitude, Mr. Matthews, 
it is a bit similar to mine, if I may talk about you a little bit to that 
extent, and that is that you would like to see as much raise as the 
traffic would bear, bearing in mind the safety of the small industries 
of the section from which we come. 

Mr. Matruews. That is right, sir. 

Chairman Barpen. If we go far enough, further than the facts 
justify, we only tend to set in motion more inflation that has a tend- 
ency to decrease the value of the dollar the average man has in his 
pocket. 

Mr. Matrruews. Mr. Chairman, I think, too, it will hurt the laborer 
in my little district in Florida if we go too high. I think there will 
be a lot less people employed than there are at the present time if we 
raise the minimum too high. I believe that very sincerely. 

Chairman Barpen. Congressman, is it not a fact—and I mean just 
the bare, cold, brutal fact—that only those can survive in industry who 
are able to substitute machinery and automatic machines for men, and 
turn the men out and let the automatic machines do the work ? 

Mr. Marrnews. That is right, sir. I believe that is true. 

Chairman Barpen. And the further down that road we go the closer 
we come to the big monopolies that take hold and then say to the man 
growing the timber, “You will either sell us your timber at the price 
we fix or you can let it stand on your land.” 

Mr. Matruews. I think the chairman has stated a very evident fact. 

Chairman Barpen. So, instead of opposing something that is good 





962 AMENDMENT TO INCREASE THE MINIMUM WAGE 


for your people, you are trying to advocate the reasonable, safe, and 
sound approach that will eventually be much more good to the vast 
majority of your people than it would be, by recklessness, to reach up 
in the air and take figures that might not fit the condition. And you 
might go and find a lot of people out of employment. 

Mr. Matrnews. That is true, Mr. Chairman. 

Chairman Barpen. Do you have any questions, Mr. Bailey ¢ 

Mr. Battery. No questions. 

Chairman Barpen. Mr. Elliott? 

Mr. Exriorr. I wonder if the gentleman might care to make any 
comment or recommendation to the committee with reference to the 
time that whatever raise in minimum we may vote might go into effect. 
Have you given any thought to that problem, Congressman Matthews? 

Mr. Marrnuews. Congressman Elliott, I think it would be helpful to 
the great majority of our people if it could have a time limit of, say, 
about the Ist of January 1956. They could have a little time to get 
ready for whatever increase is passed by Congress. 

And I think, in terms of the increase, if it is so high there ought to be 
certain time stages beyond that. In other words, say if it were a 
dollar an hour, I think certainly it would be most helpful if we could 
say as of the 1st of January it would go up to 90 cents, and, in July, 95. 
And, by the end of the year, up to the dollar. If we could give them a 
little bit of time to prepare for that transition I think that would be 
very helpful, Congressman Elliott. 

Mr. Ex.iorr. The gentleman’s feeling is that these little fellows, 
these little sawmills and other marginal industries over the country 
will need some time in which to make the adjustment to the substan- 
tially higher minimum wage. Is that the purport of his testimony? 

Mr. Marrnews. Yes, sir. 

Mr. Ex.torr. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Landrum? 

Mr. Lanprum. Congressman Matthews, your district is largely agri- 
cultural as opposed to the industrial, is it not? 

Mr. Marrurws. Yes, sir; it is. 

Mr. Lanprum. Is the industry in your district of the small variety, 
or would you classify it as large, heavy industry ? 

Mr. Marrnuews. Congressman Landrum, it is a combination. The 
industry is, on the one hand, highly organized, highly competitive, 
the pulp industry. We have Hudson Pulp & Paper Co., Rayonier 
Container Corp. of America, Buckeye Cellulose, and other similar 
plants. 

Mr. Lanprum. Those industries which you name there are not going 
to have any employees affected by any increase that might be voted? 

Mr. Marrrews. Not at all, Congressman Landrum. As we know, 
the increase to a dollar does not affect at all the great industries 
such as I have enumerated that are already well organized, and their 
minimum is far above the 75 cents or above a dollar. 

The other type of industry in my district is the little, struggling, 
independent operator who is trying to employ labor that the big 
mills in some instances cannot use and do not want to use, a lot of 
woman labor, Congressman Landrum. And these little operators 
faced with increased competition from the big industries, I think, 
have a very important place to fill in rounding out the whole labor 
picture in my district. 
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And that is the industrial pieture, as I see it, in the Eighth District 
of Florida, largely an agricultural picture: On the one hand, the 
Jarge industries well organized paying far beyond the minimum 
wage; and then the little, small, independent operator struggling to 
exist and having a very necessary function to perform in the employ- 
ment of labor, I think. 

Mr. Lanprum. Then your farmer must compete with whatever 
wage is paid in both the small and large industries. 

Mr. Mattnews. Yes, sir. That is definitely true. And we think 
we ought to keep his problem in the picture, too. I know this com- 
mittee will. 

Mr. Lanprum. That is all, Mr. Chairman. 

Thank you, Mr. Matthews. 

I would add this, that I believe no Member of Congress has exhibited 
more real concern about this question of raising the minimum wage 
and its effect on his constituents than has this gentleman who has 
appeared before us this morning. On many occasions away from 
the committee he has discussed at length with me his feelings and 
his concern about this, and I thank him for bringing this statement to 
the committee. 

Chairman Barpen. Mr. Thompson? 

Mr..THomrson. No questions except I am delighted to see my 
friend, Mr. Billy Matthews, here today. 

Mr. Marrnews. Thank you, sir. 

Chairman Barpen. I must say that in the comparatively short time, 
if I may put it that way, that our friend from Florida has been here 
he has impressed every Member of this House with his sincerity of 
purpose and his conscientious convictions about a matter when he 
makes a statement. 

Mr. Marruews. Thank you, sir. 

Chairman Barven. And, so, I respect. his views, right or wrong. 

I am very sympathetic toward his situation at the present time. 
However, I wonder if the gentleman would not agree with me that 
the aggregate number, the total number of employees in small business 
in your district far outnumbers those that are employed by the big 
companies you mentioned. 

Mr. Matrnews. It does; yes, sir. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. Congressman Matthews, I know what you are talking 
about because I used to run a sawmill at Tyler. 

‘Is Tyler’ still on the map? 

Mr. Matruews. Yes, sir; it certainly is. 

Mr. Gwinn. If the sawmill business had been better you might 
be my Congressman now. 

Mr. Marrnews. That would have been a delightful experience, 
sir. 

Mr. Gwinn. I would have enjoyed having you represent me at 
Tyler. ; 

Do you believe that the Federal Government should have the power 
at all to manage wages, prices, and rents and other elerments in our 
economy ¢ 

Mr. Matruews. I do not believe my philosophy is quite the same 
in some of these regards as the distinguished gentleman from New 
York, whom I admire very, very much. I certainly would like 
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to see the Government intrude itself as little as possible. But 
through the years I would like to say to my dear colleague that I 
think that a certain concern of the Federal Government and a certain 
intervention of the Federal Government is inevitable, and it will con- 
tinue to be inevitable. 

Mr. Gwryn. You know what they say about tolerating a little evil. 
Now, if you believe in a little of this power, then don’t your sawmill 
men expose themselves to the very thing that they are now exposed to, 
and that is the pressure from the groups who want to get rid of their 
competition down there by jacking up this minimum wage? 

Mr. Marrnuews. Well, I think the gentleman has presented an 
interesting thought. 

To me, the problem is one of what we might call the golden mean, 
and realizing how difficult it is to find that golden mean. But I think 
that is the particular problem we have to search for constantly. 

Mr. Gwixn. Do you think that a political body is able to exercise 
the restraining influence so as to stop at the golden-mean point? 

Mr. Martrnews. Yes, sir. I think there is that possibility. 

Mr. Gwtnn. Do you think there is a practical possibility of it? 

Mr. Matruews. Yes, sir; I think there is. 

Mr. Gwinn. Well, I have great faith in you, and after you have 
been here for a few more years you will give up that illusion. 

Thank you, Mr. Chairman. 

Chairman Barpen. General Smith, do you have any questions? 

Mr. Smrru. There have been about 500 years of history that say 
you never were able to get that golden mean, has there not? 

Mr. Marrews. I think the distinguished gentleman has presented, 
again, another very challenging thought. And I do think, sir, in this 
Government of ours we have to constantly be on the alert. And I am 
confident, as I know the gentleman is, that there are forces in our 
society who want to exert no contro! at all. 

I certainly see the merit in the gentleman’s point. 

Mr. Smirn. There is about 500 years of history that indicates we 
should be concerned about trying to interfere with economic laws by 
legislative decrees. 

Mr. Marruews. I regret, sir, that I do not have the economic back- 
ground that the gentleman does, but I maintain that in the democratic 
process we cannot avoid, we just cannot, absolutely cannot avoid some 
participation in the economic life of our people. That economic par- 
ticipation goes hand in hand with the other obligations that we as- 
sume in a democracy. And I think the problem is one of constant 
restraint, one of constantly searching for this term that I call the 
golden mean, for want of a better term. 

Mr. Smiru. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Fjare? 

Mr. Fsare. No questions. 

Chairman Barpven. Thank you very much, Congressman. 

Mr. Marruews. Thank you s0 much, Mr. Chairman and gentlemen 
of the committee. 

Chairman Barpen. Next, I believe, we have Dr. Schmidt. 

Doctor, before you start, and right in line with the discussion tak- 
ing place, I have a letter from a very fine gentlemen who has operated 
a small business, and has so conducted himself in the community.in 
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which he lives and has lived and resided for a long time that he is 
held in very high esteem. He says in this letter that this is the first 
time he has ever written to a Member of Congress in opposition to any 
legislation, and, after reading the letter, I thought that his first effort 
was so good that possibly it should be a part of the record, and I would 
like to read it. 
And, by the way, he runs the Chadbourn Veneer Co. at Chadbourn, 
N.C. 
The Honorable GRAHAM BARDEN, 

House of Representatives, Washington, D. C. 

Dear Mr. BarpeNn: This is to voice strong apprehension as to the wisdom of 
raising the rate of the minimum wage to $1 per hour or even 90 cents, especially 
at one stroke. 

It should be well understood that the minimum rate cannot successfully be 
the prevailing rate applying in any plant with a number of employees. It would 
be both unfair and impractical to pay now or apprentice help the same rate as 
the person who has been on the job several months or years. In other words, the 
raise would have to be uniform to be equitable and harmonious. A raise to this 
extent is obviously too drastic and will most certainly have many repercussions 
in certain sections of the Southeast where unskilled labor predominates in 
several of the major industries, and this condition cannot be suddenly changed. 

Perhaps an adjustment to 90 cents can be handled, but even this increase 
should be in two steps: 85 cents at the end of this year, and then 90 cents fol- 
lowing that. But to go suddenly to $1 is simply not economically feasible. 

In our own case, With about 70 employees, the increase would amount to ap- 
proximately $51,000 per year, which, would require about a 15-percent price in- 
crease to stay even with last year when we showed slightly less than 5 percent 
gross profit on sales before taxes, and after substantial administrative salary 
reductions—and with this we lost no production time during the year. 

How to absorb all of such an increase we don’t know. It appears, after con- 
siderable study and customer contact, that we might pass along one-third in 
price advances to the customer. Perhaps another one-third of the amount can 
be absorbed by spending between $50,000 and $75,000 in new machinery, and, at 
the same time, eliminate all deficient labor to the extent of at least 7 men. This 
still leaves one-third of the increase to be absorbed. 

Frankly, we think nothing is being gained by continued inflationary actions 
when it results in a succession of price increases. Certainly it is sound economic 
policy to pass along as purchasing power higher pay as increased efficiency 
justifies. But to bring about a price spiral after each consecutive event defies 
sound economic principle, and pitimately will bring on undesirable results if it 
has not already done so. 

While it may not bear directly on the subject, it may be pertinent to mention 
this fact, that had we invested our current working capital the first of last year 
in representative common stocks, and had we sold same at the end of the year, 
the increment arising from such a transaction would have exceeded the net 
yield of running the plant for the year. In other words, we would have been 
better off to close the plant down for the entire year. 

As further evidence of the impact of inflation, we can readily mention numerous 
specific examples to show the trend. In 1946 we had a contract for a TD-6 
caterpillar for approximately. $3,000. Now this same item exceeds $6,000. In 
1941 stumpage ran from $3 to $5. It now ranges from $25 to $50. An Brie City 
boiler that was, in 1946, $3,700 is now $8,000. 

After a period of time these replacements, due to inflation, can and often do 
require more of an expenditure than it has been possible to retain even after good 
profits have been shown, This result is especially true when sudden and violent 
transitions occur. Ultimately this situation will have the inevitable effect of caus- 
ing many sound and experienced producers in many industries to give up by the 
route of mergers into a few giant enterprises that can finance on a mammoth 
scale. This trend has the earmarks of an undesirable controlled economy down 
the line which, when the public finally understands, it is not going to like, but it 
may he too late. 

It begins to appear that we should make haste more slowly in our national 
economie affairs instead of trying to pressurize and force our economy beyond a 
reasonable natural development. 
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This is the first time the writer has ever written a communication to a Con- 
gressman objecting to legislation, even though he has been associated in an offi- 
cial capacity in this industry for about 25 years, and weathered the depression. 
And even in this case he refrained from doing so until after considerable ob- 
servation when he finally considered it almost a duty to give some expression 
pertaining to the subject. It is a profound conviction rather than merely a 
protest. 

Sincerely yours, 
CHADBOURN VENEER Co., 
Scorr Russ. 

The gentleman does not come from my district, but he comes from 
an adjoining district. 

Knowing the type man, and, after reading the contents of the letter, 
I thought it was worthy of a place in the record. 

Dr. Schmidt, will you identify yourself for the reporter, please. 


STATEMENT OF DR. EMERSON P. SCHMIDT, DIRECTOR OF ECONOMIC 
RESEARCH, CHAMBER OF COMMERCE OF THE UNITED STATES, 
WASHINGTON, D. C., ACCOMPANIED BY GUY WATERMAN, RE- 
SEARCH ECONOMIST, CHAMBER OF COMMERCE OF THE UNITED 
STATES 


Dr. Scumipr. I am Emerson P. Schmidt, director of economic re- 
search of the Chamber of Commerce of the United States, a federation 
of some 3,100 State and local chambers of commerce and trade associa- 
tions with an underlying membership of over 1,600,000 businessmen. 

I have brought with me Mr. Guy Waterman. With your permission, 
he is ready here to answer some questions. He has been looking into 


this question. 

Chairman Barpen. We are glad to have you, sir. 

Dr. Scumpt. We have studied the proposals which the committee 
has before it to raise the minimum wage. We have concluded that even 
an increase to 90 cents would tend toward the destruction of job oppor- 
tunities and price increases which would affect everyone. We there- 
fore oppose these proposals as inconsistent with sound public policy 
and with the objectives of the act—“to eliminate (poor working con- 
ditions) without substantialy curtailing employment or earning 

ower.” 
; First, we would like to discuss the general questions of the economics 
of minimum wage fixing. 

Employers recognize the importance of good wages. This attracts 
good workers, reduces turnover, raises efficiency, provides markets, im- 
proves industrial and community relations. 

However, what is income to one is always a cost to others. Every 
increase in one’s income is an increased cost to others unless it is offset 
by a rise in output per man-hour. 

For this reason, no matter how humanitarian an appeal minimum 
wage fixing may have, it also has adverse repercussions which must 
be kept in view. 

Sometimes the impression is given that it is within the power of an 
employer to set wages at his own discretion. This is not the case. 
The employer has many rivals seeking the same labor. With our high 
degree of labor mobility and the growing knowledge of job oppor- 
tunities through better information and communication, no employer 
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under a successful Government policy of high-level employment can 
pay less than the worker is worth ton any appreciable period of time. 

Furthermore, under our competitive economic system, productivity 
vains through science, invention, discovery, new investment, and in- 
creased managerial efficiency tend soon to be spread among the work- 
ers. It is the proper function of the free market under competition to 
spread any gains of rising productivity among all the agents of 
production in accordance with their effective contribution to increas- 
ing productivity, as determined by market forces. This is what takes 
place as we make economic progress. 

Obviously this process does not always operate perfectly. But a 
few statistics demonstrate that it does work well in the interest of the 
worker, 

In 1930-31 wholesale prices stood approximately on the same level 
as they were in 1840, 90 years earlier. Yet, in the same 90-year period 
average wage rates increased by approximately 700 percent. This 
is a phenomenal and little-known performance. 

From 1914 to the present the consumer price index rose from 42.9 to 
about 114, or about 150 percent. But average hourly earnings in man- 
ufacturing jumped from 22 cents in 1914 to $1.87 at the present time, 
or by 750 percent. 

It was competition in the goods market which kept prices relatively 
stable, and it was rivalry among employers for scarce labor which 
drove wage rates up and up. Until the last decade or two there was no 
national minimum wage fixing, little social legislation, and few unions. 
Few States had adopted this form of intervention. 

These facts would suggest that higher wages flow from free market 
forces and increasing output per man-hour, not from a stronger bar- 
gaining position on the part of employees, nor from Government 
assistance. 

There are 2 ways of looking at a minimum-wage law. One, you 
can say an employer must pay not less than so much, say 75 cents, 
90 cents, or $1 an hour to any worker covered by law. Or, 2, you can 
say a worker is not permitted to work in any covered employment for 
less than so much, say 75 cents, 90 cents, or $1 an hour. 

The first is the more popular and perhaps more deceptive way of 
putting it. But the second states exactly the same thing and is 
equally accurate. 

What moral right does any Member of Congress have to bar even 
one worker from a job? Unless that worker personally can find an 
employer willing and able to pay the legally fixed minimum wage, he 
may face unemployment. 

Many workers who qualify for employment at a free market wage 
rate cannot qualify automatically at a higher rate. How many of 
these low-wage earners simply will be barred from jobs if the mini- 
mum wage is increased ? 

Employers can pay the higher wages, of course, if they can in- 
crease prices as well. In the short history of the Fair Labor Stand- 
ards Act this has frequently been the case. If the price of a work- 
er’s product is increased, his productivity in terms of money is in- 
creased. But we must consider (1) whether price increases are 
possible at this time and (2) whether they are desirable. 

Who can say whether price increases will be accepted by the con- 
sumers of that product? If consumers refuse to buy at the higher 

634895563 
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level, the price will have to return to its original level and the worker 
will have to be discharged because he is prohibited by Congress from 
continuing to work at the previous wage. 

On the other hand, if the general economic picture is such that 
price increases will be accepted, then the low-wage earner may re- 
main employed. But his higher money wage is achieved through 
price rises and a lower real level of living for consumers generally. 
Is this worth the price? } 

Unemployment and inflation could both be avoided if a higher 
minimum wage could be paid by reducing profit margins. Appar- 
ently, many proponents of a higher minimum feel that this could be 
done with ease, that employers generally can absorb the higher wage. 

But let us examine the situation. There is a tole: tendency 
of a free market economy to keep wages in line with productivity 
gains and preserve an equality of wage rates with productivity. In 
the particular industries that would be most affected by the legisla- 
tion, this process seems to work especially well. These industries 
are not distinguished for their higher profit margins. As a matter 
of fact, there is a clear correlation between low wage rates and low 
profit margins, as shown in the following table. 

(The table referred to follows: ) 


Comparison of profit margins and wage rates 





Industry Wage rates ! 





All manufacturing industries 
Low-wage industries: 
Tobacco manufacturers 
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Apparel and other finished textile products 
Textile-mill products --.- 


Food and kindred products 
Lumber and wood products (except furniture 
Medium- and high-wage industries: 

Paper and allied prod 

Stone, clay, and glass products 

Electrical machine: 

Instruments and re’ 

Chemicals and allied ucts 

Fabricated metal products (except ordnance, machinery, and transporta- 
tion equipment 

Coke and other petroleum and coal products 

Rubber products 

Machinery (except electrical) -.-...--- ae aS Fe 

Motor vehicles, bodies, parts, and accessories 

Printing, publishing, and allied industries 

Petroleum refining 
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1 Average hourly earnings, October 1954. Source: Bureau of Labor Statistics, Employment and Earn- 
ings, December 1954, pp. 29-35. 

2 Profits per dollar of sales (after taxes), manufacturing veg! nee ) 
1954. Source: Federal Trade Commission and Securities Exchange Commission Quarterly Financial Re- 
ports for United States Manufacturing Corporations, 4th quarter, 1954, p. 19. 


tion by industry group (cents), 4th quarter, 


Dr. Scumipt. Here we have the figures on page 6 of our statement 
of wage rates and profit margins, first, for all industries, and then 
the 8 low-wage industries. And, with the exception of tobacco, you 
will see that there is a very close relation between the low wages and 
the low profits, so that the possibility of absorbing any substantial 
wage increases out of profits is certainly not very great 
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In fact, the President’s economic report of 1954 made this state- 
ment: 

Indeed, the low-pay industries of today are often those earning modest profits, 
having limited opportunities to increase productivity, and containing firms easily 
squeezed out of business by rising costs. 

The important point is that there is little possibility of absorbing 
a higher minimum wage through cutting profits or stimulating pro- 
ductivity. In every industry there are marginal or no-profit em- 
ployers and submarginal or deficit-making employers. A wage in- 
crease ordered by Congress will hit these employers, as it hits others. 
Some 25 to 35 percent of all employers fall in these two classes of 
either no profit or deficit. 

It.is apparent that the bulk of the impact of a minimum wage in- 
crease-must be either (1) unemployment for workers with lowest 
productivity or (2) cost and price increases for the economy as a 
whole. 

Thus, the less price effects, on the one hand, the more serious the 
problem of unemployment. The less unemployment, on the other 
hand, the more serious the problem of cost and price increases. 

It is important to recognize that an increase in the minimum tends 
to be translated quickly into closely corresponding increases all along 
the wage seale—wages above the new minimum. 

On the day a-higher minimum goes into effect,some of the pre- 
existing wage differentials will be reduced or eliminated, but not for 
long. Those differentials are prized highly, especially by workers. 
Furthermore, they perform essential economic functions as measures 
of productivity and incentives to attain better skills, Even Secretary 
of Labor James P. Mitchell spoke forcefully of the “urgent need to 
raise the level of the skills of the American work force.” There is 
no better way to encourage the development of skills than by pre- 
serving these wage differentials. 

Their eradication by minimum wage legislation is as impossible 
as it is undersirable. If you raise the minimum wage these differ- 
entials can be counted on to reassert themselves as they have in the 
past—to induce upward adjustment of wage rates even at levels not 
directly affected by the law. Thus it is unwise to talk only of what 
a rise in the minimum will cost or do. 

Historical evidence of this process is quite conclusive. Results of 
the minimum wage increase of-1950, a study by the Wage-Hour 
Division, showed the effects of pressure to preserve wage differentials 
in 1950 in the industries for which the Division had comprehensive 
data. These effects were already evident even though the study was 
limited to a few months under the new minimum. The estimates 
presented in the accompanying table, the only ones available in com- 
prehensive form, are computed from the Division’s statistics. 

(The table referred to is as follows :) 


Relative cost of direct and indirect wage increases 


{Annual cost per 100 workers] 











Nes Men’s dress} Southern |Unweighted 
| Fertilizer shirts sawmills average 








| | 
gesen pay 


Direct wage increase (up te 75 cents per hour) - $3, 800 $6, 600 | $12, 200 $7, 500 
Indireet wage increase (above 75 cents per hour)-... .-- | 3, 400 14, 600 3, 400 | 7,100 
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Dr. Scumupr. And this table is worth a little examination. In the 
top part of the table you will see the direct effect of the increase in 
the wage rate to 75 cents. For instance, in the men’s dress shirts 
per 100 workers, the increase in the wage, by forcing it up to 75 
cents, was $6,600. But, in order to preserve the historic differentials, 
the employers in that industry had to increase the wages above the 
minimum, above 75 cents, to maintain the historic differentials. And 
the cost there was $14,600, according to the best estimates that we 
can get. 

Take a look at France. There were three increases in the minimum 
wage in 1950 and 1951. In each case wages for low-paid workers 
were raised by law. But in each case wages above the minimum 
rose enough to restore the previous differential completely within a 
few months. The accompanying graph demonstrates how quickly 
the indirect wage increases followed minimum-wage action. 

(The graph referred to is as follows :) 
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1951 1952 
Indexes of hourly wages in the French metalworking industry, 1950-52 (1949—100). 


Source: Harry C. Eastman, The Economic Effects of the French Minimum Wage Law. 
American Economic Review, June 1954. 
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Dr. Scumipr. This graph is worth looking at. It shows what hap- 
pened. This graph was the result of a very careful study by Pro- 
fessor Eastman, and it shows the skilled labor in the broken line, 
and the solid line shows the unskilled labor wage rate. It was the 
unskilled wage rate which was pushed up by law. And you notice 
how quickly the skilled workers rate moved up. 

So it is a little deceptive to talk only about the cost of the increase 
to an employer or a community or a consumer of an increase from, 
say, 75 to 90 cents or $1. All the increases above the newly established 
minimum will also have to be jacked up if market proces permit. 

Practical experience with indirect wage effects of State minimum 


wages has been noted by a west coast department store executive, 
who reported : 


I know of one instance * * * in which a 5-cent-per-hour increase in the 
minimum rate cost the company a million dollars a year. Over $900,000 of 
the total payroll increase was in brackets above the minimum, 

In discussing minimum-wage legislation this tendency is often 
ignored. For example, the Labor Department has estimated that 
an inerease from the present statutory minimum to 90 cents an hour 
would mean a total boost in the Nation’s wage bill of about $250 
million. But if we properly consider the indirect wage effects of 
this proposal, the figure would be many times higher. 

The immediate question before the committee is this: should the 
present minimum wage of 75 cents be increased? If so, to what 
level ¢ 

We can all agree that the basic objective of minimum wage legis- 
lation is to raise the incomes of low-paid workers. With that objec- 
tive in mind it is clear that the amount of an increase in the minimum 
wage must be governed by the extent to which these workers actually 
benefit. 

Obviously they will not benefit if theix employers are unable to 
absorb the increased wage costs. If marginal firms are legislated 
out of business workers in those firms will be reduced from a low 
income to no income at all. Or, if a round of inflation permits them 
to be kept on the job, the workers will find their bigger pay envelopes 
offset by bigger grocery and other bills. And low-paid workers not 
covered by the law will suffer a reduction in their real income. 

The benefits of a higher minimum then depend directly on the 
ability of employees to keep working in a stable economy and on the 
ability of employers to absorb a higher minimum. If the minimum 
is set higher than a level to which the industries most affected can 
adjust we have not helped the low-paid workers at all. This would 
be a case of misguided humanitarianism. 

Experience with the establishment of the 75-cent minimum in 1950 
provides the best means for judging the ability of the economy to 
adjust to a minimum wage increase. Comparable data are not avail- 
able for 1938. The following table indicates the direct impact of 75 
cents in 1950 and of 90 cents and $1 today: 

(The table referred to is as follows:) 
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Direct impact of past, potential minimum wage increases 


Number of 
workers 
directly 
affected 

(manufac- 
turing) 


Percentage 
of workers 
directly 
affected 
(mhanufac- 
turing) 











$0.75 875, 000 6.6 
90 | 817, 000 6.5 
1,00 | 1, 282,000 10.2 

| 








Dr. Scumipr. If you look at the column on the right of the table it is 
immediately apparent that the direct impact of the 75-cent minimum 
in 1950 corresponds closely with the direct impact which a 90-cent 
minimum would have now. In other words, about 614 percent of the 
workers being involved in both 1950 and in 1955. 

We can assume that the indirect effect on wages above the minimum 
would also be felt as it was in 1950. The impact of a $1 rate now is 
clearly much greater. 

The limited studies which the Wage and Hour Division made in 1950 
show that several thousand employees were barred from their jobs by 
Congress. See especially pages 12-16 and 87-92 of Results of the 
Minimum Wage Increase of 1950. The Division’s studies, of course, 
were limited to a few low-wage segments of the economy. It was 
unable to survey any other segments. 

We know, furthermore, that many industries relied heavily in 1950 
on obtaining learner certificates for subminimum rates. There was a 
startling increase from 4 certificates authorized in 1949 to almost 5,000 
certificates by June of 1950. These 5,000 certificates authorized a total 
of 73,000 learners for subminimum wage rates. 

This suggests that the impact was great in 1950. Employment op- 
portunities were not drastically affected, but we should recognize, one, 
that some workers lost their jobs, and, two, that many others stayed on 
only at subminimum rates. 

Recognizing these problems, we must also recognize the special con- 
ditions prevailing at that time, which are not now present, and which 
were essential to the absorption of the higher wage rate. 

First, in January, 1950, there was still a backlog of postwar demand 
made possible by the inflation of war and of 1946-48. 

Second. there was a sharp rise in lumber prices at that time, which 
had significant effects on the sawmill industry. 

And here we have a chart, Mr. Chairman, that I think you will be 
interested in, showing the rise in lumber prices from July of 1949 to 
June of 1950, in this black line. that enabled many of the sawmills and 
other small employers to absorb the increase that was put into effect in 
January of 1950. 

Here is the price of lumber at the present time, from July of 1954 
to May of 1955, only a modest increase. So that it would be much 
more difficult to absorb the new wage increase in 1955 than it was in 
1950. 

Third and most important, was the Korean crisis, occurring 5 
months after the new minimum. It would be a serious mistake to 
assume that the full impact of the 75-cent rate had been absorbed by 
June 1950. As the Wage and Hour Division stated in its study of the 
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period, “those pressures (of the Korean conflict) undoubtedly helped 
the affected industries meet their higher wage bills.” (Results of the 
minimum wage increase of 1950, p. 5.) 

When comparing the impact of 75 cents in 1950 with the potential 
impact of 90 cents and $1 rates today, these factors must not be under- 
estimated. As we pointed out, the unemployment effects and the 
heavy reliance on learner certificates indicate that the impact of the 
75-cent rate was substantial in 1950. When the prevailing economic 
conditions of the time are examined, however, it is not too much to say 
that the 75-cent rate could not have been readily absorbed in a period 
of general price stability. Significantly, the industry which faced 
the biggest problem of adjustment then, and which would today—the 
southern sawmill industry—was favored not only with general infla- 
tionary conditions and strong markets but also with a particularly 
rapid rise in lumber prices. 

Here we have another chart, Mr. Chairman. Sometimes it is argued 
that industry can absorb the wages out of rising profits. Here is the 
trend of profits from 1950 to 1954. This is for lumber as a whole here, 
and here is textiles, and, here, food, furniture and apparel. You will 
notice a general down-trend in profits. 

Mr. Exxrorr. What is the top red one, please, sir? * 

Dr. Scumipr. The red one is average for all manufacturing indus- 
tries, indicating a general trend of the industries that are generally 
thought to be most severely affected by any increase that might be 
legislated. 

Chairman Barpen. Was the trend of those same industries up in 
1950 during the Korean war? 

Dr. Scumipt. Yes; I think it was for a short spell. 

Mr. WaATerMAN. It was up through the fourth quarter of 1950. 

Mr. Gwinn. Mr. Chairman ? 

Chairman Barpen. Mr. Gwinn. 

Mr. Gwinn. In view of the fact that in the testimony we have heard 
thus far, and especially from the labor organizations, there was such 
un assumption that profits are going up, just like wages are going up, 
| hope you are going to spend some time on that because I think that 
is one of the worst mistaken notions we face right now is that, of 
course, things are going up everywhere, including profits. 

Dr, Scumipr. That is a very important point, Congressman Gwinn. 


Industries do not earn profits. It is individual companies within an 
industry that earn profits. 

We have the last study of Dun & Bradstreet here for 1953, and 
they divide.all the companies in various classifications into three 
groups, the median profit rate, the mppre quarter and the lower quarter. 


And in here, as to bakers, for example, in 1953, the median profit rate 
per dollar of sales was 1.89 cents. The upper quarter made nearly 4 
cents per dollar of sales. The lower quarter less than 1 cent per dollar 
of sales, 

But this group of companies covers only those with assets of $75,000 
and up, and, therefore, represents only 8 percent of the profitable 
companies, the bigger SoMpaniey, and does not cover the 92 percent 
of the other companies in these same lines. 

Here in coats, suits; and women’s clothing: the median profit in 
1953 was one-third of a cent per dollar of sales for these top-level 


1 Not printed. 
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companies with the most assets. The top quarter made 1.2 cetits per 
dollar of sales, and the lowest quarter of these big companies lost 
one-half a cent per dollar of sales in 1953, which was a pretty good 
year. 

And I could give you endless figures from other industries here, not 
the whole economy, because this obviously cannot cover everything. 
But they are really startling. 

Here is hosiery 

Mr. Gwinn. Before you leave suits. 

That is an industry that is highly organized, their labor is highly 
organized. So their wages have been going up. Have you got any 
figures on it to show how wages have gone up while profits have stayed 
the same or less? 

Dr. Scumipr. They are available. They could be correlated to see 
how they run together. 

Mr. Gwinn. It is quite common knowledge that they have gone up, 
though ? 

Dr. Scumipr. That is right. 

But the important thing, I think, is to recognize that you are not 
dealing with the economy as a whole when you are fixing a minimum 
wage; you are not dealing with an industry. You are dealing with 
the individual employers in that industry. And each of them is asked 
by law to pay a certain minimum. So, whether the industry as a 
whole is profitable or not is completely irrelevant as to the capacity 
of individual employers to absorb that minimum. 

Chairman Barpen. Mr. Elliott? 

Mr. Ex.sorr. What do your Dun & Bradstreet figures for 1953 show 
with respect to the lumber industry ? 

Dr. Scumipr. I do not see lumber. I do not believe it is included 
in this particular study. 

Mr, Exxyorr. Thank you, 

Dr. Scumipr. I will have Mr. Waterman look, and perhaps we can 
come back to that. 

I have some more things to say on this profit question shortly. Per- 
haps we can go on, Mr. Chairman. 

The point we are trying to make is that in 1950 you had a number 
of special conditions that were rather favorable to the absorption of 
a higher wage cost. Wages would have gone up anyway due to the 
Korean crisis, the general recovery from the 1940 recession, and so on. 
But these special conditions do not exist today. 

There is good reason to believe that we could be in for a period of 
continued stable prices and sound economic growth. Were this opti- 
mism to be borne out, the whole economy, including low-paid workers, 
would benefit. 

This possibility of stability makes unwise an increase of the mini- 
mum wage to 90 cents, which would require instability to be absorbed. 

In view of the acute difficulties which a 90-cent minimum would 
raise for workers in low-paid industries, proposals for an increase to 
$1 or more are truly unrealistic. 

All available evidence indicates that the impact of a $1 minimum 
would be more than double that of a 90-cent rate. A point not com- 
monly understood. 

A 90-cent minimum would require an average hourly increase of 9 
cents for workers directly affected. Obviously a $1 minimum would 
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require an average hourly direct increase of 19 cents for those workers 
alone. In addition, workers earning from 90 to 99 cents would have 
to receive increases as well. 

Not only is this true for the economy as a whole. For every indi- 
vidual low-wage industry, both in the United States as a whole and 
in the South, the required increase in wage bill for $1 is at least 
double that for 90 cents. For many it is more than that. These 
statistics are presented in the accompanying table: 

(The table referred to is as follows:) 


Direct impact of 90 cents versus $1 


Percentage increases in total wage bill required by 90 cents and $1 minimum wages, for selected low-wage 
industries, United States and South] 





United States South only 
Industry ian 





| | 
90 cents | $1 90 cents 








Southern sawmills - -.. -- 

Work clothing - - --- 

Processed waste... ..-.-. i 
Candy and other confectionery 
Men’s and boys’ dress shirts. _--- 
Paddings and upholstery filling 
Men’s seamless hosiery te 
Jute goods 

Footwear. ..--...-- 

Cordage and twine_. 

Cotton textiles... 

Structural clay products. _. 
Woolen and worsted - -- 

Synthetic textiles. --._-- soeienaniiadincedaeda 
Converted paper products - _ 
Full-fashioned hosiery -.-- 
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Less than 0.5 of 1 percent. 
Source: Department of Labor. 


Dr. Scumipr. If you look, for example, at the columns of figures 
under United States, in one case the 90-cent minimum, and in the other 
case the dollar, you notice that the figures in the right-hand column are 
nearly almost double or triple or quadruple those under 90 cents, that 
depending, of course, on the wage structure in the particular industry. 

In the case of southern sawmills the 90 cents would require, accord- 
ing to the Department of Labor, an increase of 9 percent. A dollar 
minimum would require an increase of 18 percent. And so on down 
the column. 

But these figures reflect only the direct impact, that is, raising the 
minimum rates up to the new legal minimum, whatever that might be. 

The indirect offect of pressure to preserve wage differentials would 
also be far greater at $1 than at 90 cents, since more industries as well 
as more workers would be affected. 

For example, in the woolen and worsted industry in the South an 
increase in the minimum to 90 cents would have almost no direct affect. 
An increase to $1, however, would affect 1 in 20 workers and certainly 
would lead to demands for wage increases all along the wage scale 
above $1. 

People generally are not aware of the substantial difference which 
this 10 cents would mean for every low-wage industry in terms of jeop- 
ardizing job opportunities. 
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But when we bear in mind the disruptions which past experience 
indicates a 90-cent minimum would raise, any proposal which would 
more than double these difficulties cannot be supported if the public 
interest is to prevail. 

It is possible that proponents of such an extreme increase do not 
really believe it could be absorbed, but, rather, that the disruptive ef- 
fects will be confined to certain industries and regions. Perhaps, as 
Senator Fulbright has said, the “real motive * * * is to slow down 
industrialization in the South.” 

This type of thinking is not only deplorable, it is also shortsighted. 
We can expect the dislocations of an unrealistic minimum wage to 
pervade the entire economy. 

Recently there has been considerable discussion of other factors 
which should be considered in determining the evel of a minimum 
wage such as cost-of-living increases since 1950, gains in average pro- 
ductivity, improvement in average hourly earnings for the Nation as 
a whole, et cetera. 

Some startling abuse of statistical method has occasionally been em- 
ployed in considering these factors. Let us only mention these three 
fallacies : 

One, that productivity has increased 20 percent since the last mini- 
mum-wage increase; even relying on the shaky evidence that is avail- 
able, the figure is probably somewhere between 10 and 15 percent off 
for the economy as a whole. 

Two, that adjustment for cost-of-living and productivity increases 
will merely leave the minimum wage at a position equivalent to that 
of 1950. Productivity gains, of course, do represent real progress in 
the standard of living, not a mere catching up. 

Three, that, if the minimum-wage necessary to adjust for cost-of- 
living and productivity gains is computed, a further adjustment must 
be made for changes in average wages. Obviously this would be double 
counting, of course, since average wage increases already reflect 
changes in cost of living and productivity. 

When accurate statistics are used, correction for any of these factors 
would suggest minimum-wage figures ranging from 90 cents to $1— 
if that approach had any validity. 

However, there is a basic fallacy in this approach. True, such 
indexes have a strong appeal as measures of the improvements we 
would like to pass on to low-paid workers. 

But we cannot raise the minimum wage accordingly unless we have 
complete assurance, which indeed we do not have, that the employers 
of these workers can absorb the necessary increase. 

If the minimum needed to adjust for cost-of-living and produc- 
tivity gains is too high to be successfully absorbed in particular low- 
wage industries we have not helped these workers at all. Instead, 
they will have been barred from their jobs by act of Congress. Or 
a wage of price and wage increases, distorting the whole economy and 
cutting the real income of covered low-wage workers, might help to 
keep them on their jobs. >. 

It is not easy to judge with finality the ability of the economy to 
absorb an increase in the minimum. But we cannot assume that 
increases in average productivity, average hourly earnings, or the 
Consumer Price Index make possible a legislated increase in wages 
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for lumber workers in an Alabama sawmill or garment workers in 
a Pennsylvania plant. If we do we fiy in the face of the facts of 
economic life. 

The committee has also heard much talk about increasing purchas- 
ing power by raising the minimum wage, thereby strengthening the 
economy. 

Economists have long debated this approach to maintaining pros- 
perity. It is sufficient at this time merely to point out again that 
a minimum wage boosts purchasing power only if it is fixed at a 
level which does not destroy job opportunities or further inflationary 
effects. So, again, we must return to the question of whether a 90-cent 
or a $1 minimum can be successfully absorbed. 

The evidence available on this central point makes the following 
conclusions inescapable: 

One, a 90-cent minimum wage would be more risky now than the 
75-cent rate was in 1950. 

Two, only the unusual circumstances of 1950 made it possible to 
absorb the 75-cent minimum with limited disruptions. 

Three, therefore, we must oppose a 90-cent minimum. 

Four, if a 90-cent minimum is so questionable, any proposal to 
more than double the impact, say, by a minimum of $1, 1s truly 
self-defeating. 

Unless a minimum-wage increase can be absorbed, it cannot benefit 
the low-wage workers for whom it is intended. On the basis of these 
conclusions we must oppose proposals to increase the minimum wage 
as unrealistic and self-defeating. 

We recognize and approve the committee’s decision not to go into 
the question of exemptions. However, this question may come up 
during this session. - For the record, therefore, we should like to make 
our position clear. 

The national chamber vigorously opposes any revision of exemp- 
tions in the Fair Labor Standards Act except where experience with 
administering the act has demonstrated a compelling need for change. 

Such revision is needed in two categories : 

One, wages determined by collective-bargaining agreements. 

Two, the so-called area-of-production exemption. 

Union contracts as a rule prevail in relatively high-way industries 
anyway and provide more liberal terms than the act requires. Em- 
ployees covered by collective-bargaining arrangements need not fear 
the conditions which the FLSA was designed to prevent. But they 
will suffer if their employer is involved in technical violations aris- 
ing from provisions in union agreements which conflict with the let- 
ter of the law. Employers are exposed to this danger and also to 
needless recordkeeping and reporting requirements. 

The so-called area-of-production exemption—section 13 (a) (10)— 
has been particularly troublesome to the administrators. The im- 
portant things here are, (1), to remove the discriminatory concept of 
area of production, and (2), the need for administrative definition. 
This could best be done by broadening the exemption to include all 
agricultural processing. 

The considerations which argue against further revision of existing 
coverage are indeed compelling. Much could be said about each 
exemption individually. The retail and service exemption is a good 
example. 
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Retail and service business is fundamentally a local undertaking. 
The department store in Chicago does not compete with the depart- 
ment store in Birmingham. For constitutional reasons alone this 
exemption should be retained. 

The existence of interstate chains of distribution outlets in no way 
alters the decentralized character of the industry on the level where 
business actually takes place. The success or failure of each store 
in the chain depends on its service to its own customers and to the 
community as a whole. Local conditions determine wages. And 
wage policy, not ownership or control, is the issue here. 

Even if constitutional justification existed, however, such an ex- 
tension would be administratively unworkable since the simple hour- 
ly wage rate and 9-to-5 workday for which the act was designed are 
not the custom in these industries. The greatest impact which coy- 
erage would have would be not in better labor standards but in the 
myriad records and reports required, and in their effect on established 
wage-and-hour policies. 

The question here is not merely the inconvenience to some employers. 
Is the public interest served by disrupting established and proved 
patterns of distribution im order to fit them to regulations issued-by 
the Division of Wage and Hour and Public Contracts from Washing- 
ton,D.C.? The answer isclearly “No.” 

We should guard against any such disruption in the normal func- 
tioning of distribu in the 2bsence of clear evidence that fair labor 
standards are not being observed. The statistics on average hourly 
wages and average Weekly hours provide no basis for any argument 
that this field needs legal protection. 

Since 1949—that is, before the last minimum wage increase— 
wages in retail trade and service have almost exactly kept pace with 
wages in covered fields. Weekly hours have actually decreased more 
in the exempt industries. 

In summary, we urge the committee to consider carefully the over- 
all impact of minimum-wage fixing. Everyone’s income is a cost to 
others, as we have noted, and every increase in one group’s income is 
an increase in costs to others unless offset by a rise in productivity. 

Fortunately, productivity has risen steadily in the past, and there- 
fore incomes have increased, not only for high-wage but also for low- 
wage workers. There is no reason why this trend cannot continue 
unless Government intervention prevents it. 

Blanket minimum-wage fixing cannot pick out any exceptional situ- 
ations where productivity gains may not have been reflected in higher 
wages and affect only those workers and employers. Increasing the 
minimum wage is bound to have a far more significant impact on 
employees where wages can be increased only with disruptive effects, if 
at all. This becomes increasingly true the higher the minimum 
contemplated. 

Perhaps there was some justification for wage-and-hour legislation 
during the depression period in which it was born. But with our 
effective high-level employment policies and the increasing opportuni- 
ties and mobility of the labor force, continuation of depression-born 
policies and thinking is obsolete. If this Congress can fix minimum 
wages, a subsequent Congress could put a ceiling on wages. Indeed, a 
bill has been introduced in this session by Congressman Bonner from 
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North Carolina which would set maximum wages for the shipping 
industry (H. R. 5734). 

Legislation which bars workers from employment is certainly con- 
trary to the public interest. It may seem expedient to hope that infla- 
tion will offset these unemployment effects, as it has in the past. But 
this would jeopardize the remarkable price stability that has been 
achieved in the last few years. 

If we think of a minimum wage increase as simply a broad order to 
raise low incomes, it has a superficial humanitarian appeal. Artifi- 
cially-fixed minimum wages merely place a floor under wage rates, not 
under total wages, nor under total real income, and may come at the 
expense of others’ income. If an increase in the minimum wage is 
undertaken without careful consideration of the impact on employers 
and employees, its humanitarian objective will be defeated. 

We are convinced that a 90-cent or a $1 minimum would in this way 
be self-defeating. We therefore oppose these proposals. 

The only sound way to better the economic status of low-income 
groups, not only wage earners but among farmers, businessmen, land- 
lords, and all others, is to permit the growth of real prosperity through 
increasing output. The real economic effects of minimum-wage legis- 
lation will not contribute to that end. 

Thank you. 

Chairman Barpen. Mr. Kelley, do you have any questions? 

Mr. Keui®y. Mr. Schmidt, we are interested in raising the low- 
income groups. You are opposed to the Congress doing anything 
about this matter now. 

What would you propose to raise the low wages? How could it be 
done? What solution would you have to offer ? 

Dr. Scumipr. Well, I think there are probably several kinds of low 
wages that you might be concerned with. 

Some people are deeply attached to certain regions. They don’t 
want to move. There are no employment opportunities there of any 
consequence. So they are the victims of their own self-determined 
immobility. 

I do not know what you can do with those people. 

If you bar them from a job that pays 60 or 70 cents an hour or 80 
cents an hour you are not helping them; they are going to stay in that 
little valley. 

I have a farm in West Virginia in the Shenandoah Valley. I know 
how those people think and how they act. And if you pass a law 
simply saying that nobody can work in these industries unless he can 
geta dollar an hour, they are not worth that in many cases. 

Mr. Ketiey. Again, how are we going to raise the incomes of those 
low-income people ? 

Dr. Scumipr. I think that isa social problem. If you feel you have 
to increase their income I think you have to, in many cases, simply 
put them on relief. 

Mr. Ketiry. That is not raising the standard of living. 

Dr. Scxuipr. Of course not. That simply is an expense of the 
taxpayer, of the people who are earning the income. And the only 
real way that we have ever increased our income is by more invest- 
ment, more science and research, more horsepower per worker, better 
managerial skill in running business. That is the way in which we 
have really raised our living. 
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There are some people who are always going to fall through beeause 
of immobility or because they are substandard workers or they lack 
in ambition or something else. But I am not sure that it is the func- 
tion of you Congressmen to have to concern yourselves with this small 
group that is bound to fall through. It is a local problem. 

Mr. Ketiey. It is not such a small group either; it is a pretty large 
group that have incomes of less than $2,000 a year. 

Dr. Scumipr. Well, they are secondary workers or they are handi- 
capped workers or 

Mr. Kexiey. They are exempted. They have special consideration, 
the handicapped workers. 

Dr. Scumipr. Yes, but there are not many workers that have any 
kind of quality in terms of steadiness and reliability and a little skill 
that cannot get over a dollar an hour today. If they have any get 
to them, any ambition, any willingness to go where the work is, there 
are not very many that are going to have to submit to anything under 
a dollar an hour. 

Mr. Keuxey. I think it is a serious problem. It is one that is go- 
ing to have to be met somehow or other. 

Dr. Scumipr. You will never solve it completely because the poor 
people are not poor by virtue of any one factor. There is a whole 
series, a long list of factors that accounts for poverty : mental, physical, 
attachment to certain local regions, unwillingness to migrate where 
job opportunities are better. Fortunately, most of our people are 
uighly mobile, and they do move where the opportunities are better— 
Detroit in the 1920’s, and more recently it has been the west coast and 
the gulf coast. And they improve themselves. 

I do not think we want to interfere with that process. I do not 
think we want to artificially stimulate it. I think we want people to 
find out for themselves where the best opportunities are. I think you 
get more contentment and less friction and less difficulty. 

Mr. Keutey. I think the activities of the prior Congresses in raising 
the minimum wages from 25 to 75 cents have done a great deal of 
good. We found the same opposition, the same arguments against any 
of them. 

Dr. Scumipr. Well, it depends a good deal, of course, on your gen- 
eral philosophy. If you believe Washington should control this 
economy, that is one thing. 

In the 1930’s we had mass unemployment, and when we went into 
the war we still had 8, 9, or 10 million unemployed. The 1938 act 
certainly did not solve the unemployment problem. It was the war 
that cured the unemployment problem. 

So you can get all sorts of confusing evidence on all sides of these 
questions. 

Mr. Ketzxy. That is all, Mr. Chairman. 

Chairman Barpen. Mr. McConnell ? 

Dr. Scumipr. Excuse me, Mr. Chairman. We have the figures for 
Mr. Elliott, if you want to take a moment. 

This is sheleede lumber prices. In 1953 the profit per dollar of 


sales in lumber for the average or the median company was 1.2 cents 
per dollar of sales. The upper 25 percent made 2.3 cents per dollar 
of sales, and the lowest 25 percent of the companies—and these are 
only the companies with $75,000 assets and up—made less than a third 
of a cent per dollar of sales. 
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Mr. Warnwrient. Is that net profit ? 

Dr. Scumupr. Yes. 

Mr. Exanszorr. Thank you. 

Mr. McConnewn. Dr. Schmidt, I have enjoyed your discourse on 
this subject of minimum wages. We have been discussing it and 
arguing it for quite a few years. 

I wonder if we could not pinpoint the whole thing just a little this 
way: 

I think your basic premise is naturally one that you do not believe 
in minimum-wage legislation, and that would be an understandable 
attitude, and I have no quarrel with that. It is something that 
certainly is debatable. 

However, we have the act on the books. And from all practical 
standpoints it is going to stay there a while, as I observe it. There- 
fore, our problem is to work with the act that we have and to so 
change it that we interfere with the economy of the country as little 
as possible and also help the workers as much as we can. 

| wonder if we, therefore, could not consider 1 or 2 things. First 
of all, I would judge from the increase in the cost of living since the 
act was last changed—and the cost of living is an important factor 
in connection with any legislation which speaks of providing some 
type of standard of living to a worker—and I wonder is, on that basis 
alone, there should not be some increase in the minimum-wage law. 
not be some, based on that factor. 

Dr. Scumipr. Well, if it can be absorbed, then you would not do 
any damage. If you were sure as you sit here in executive session 
that you, in voting for a cost-of-living increase which would bring 
it up, 1 suppose, around 85 cents—if you felt sure in your own con- 
~cience that that would not cause any disemployment of workers you 
might say, well, that was simply putting it on a parity with what it 
was in 1950. 

But you never know because the country is so diverse and there are 
so many special situations that I would guess even that adjustment 
alone ate cause some disemployment. 

Mr. McConnett. All right, how about 80 cents? 

Dr. Scumipr. Well, I would say that that would be approximately 
half as damaging. You would have to get the actual facts on wage 
rates to know what the impact would be. 

The Department of Labor says that about 614 percent of the work 
force would be affected at 90 cents. So at 80 cents it would probably 
be a third of that, maybe a little less than that. Maybe 2 percent 
of the work force would be affected at 80 cents. 

Mr. McConnetu. Doctor, isn’t the real worry that you have mainly 
stemming from two things? One is the fear of inflation, and the 


other is the fear of causing employers to go out of business or to 
cut down employment ? 


Dr. Scumipr. Right. 

Mr. McConne.x. The inflationary part of it we could pretty well 
examine from whether past increases have been generally absorbed. 
In other words, how much have wage rates generally risen from, we 
will say, 1949 to the present time. You figure that and apply it in 
vour mind against the potential increase of the minimum wage, and 


you could get a pretty good idea how serious the impact would be as 
far as inflation is concerned. 
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Now is not the other problem one of trying to get some kind of 
flexibility into the act to take care of situations where admittedly 
there may be hardship or trouble ? : 

Dr. Scumipr. Well, that is an interesting proposal, Congressman. 
But it seems to me that what it would amount to is that you would 
apply the act where it is not needed, where it would not have any 
effect, and wherever it might have effect you make exemptions. Then 
you would be, it seems to me, sort of going through a formality of 
passing a higher minimum. 

Mr. McConnetu. Fundamentally, when you raise the rate you start 
looking around to where it would do some serious damage. Is that not 
a logical thought ? 

Dr. Scumapr. That would be the humane thing to do. 

Mr. McConnewu. We have seen evidences of it by an increase in the 
number of apprentice certificates. ‘That is one way that there was an 
avoiding of the effect of increasing the minimum. 

Dr. Scumipt. That is right. 

Mr. McConnett. There was also an increase in the exemptions when 
we raised the minimum the last time. With the tightening of certain 
areas you had an increase in the number of exemptions. That was 
weer method by which they were seeking to avoid the impact of 
the act. 

Now what I am seeking to get from you is: In your judgment, study- 
ing this through a period of time, is there not some mechanism by 
which we could fairly well, in an automatic way, avoid the serious 
effect of a rigidity which is obvious in any legislative act in our 
economy ¢ 

Dr. Scumipt. Well, I would think there are many different ways 
of doing that. One would be, instead of going to $1 or 90 cents, as 
you suggested, going to a little lower figure. Another way would be 
to make exemptions. And another way would be to step it up a nickel 
a year or something of that kind, giving a chance for adjusting and 
perhaps hoping secretly that maybe we will have an inflation and it 
won’t do too much damage. 

But I would still say that you would have to go back to the basic 
principle: Do you really believe that this Congress ought to dictate 
to American workers whether they shall have a state of employment 
or unemployment? Because what you are really doing is you are 
telling a worker that unless he can find an employer who is willing 
and able to pay such and such a minimum rate, that worker shall go 
unemployed. 

Mr. McConnett. As I said in the beginning, I know the arguments 
pro and con and the reason for the legislation. But it is on the books, 
and from a very practical standpoint I think that is not going to be 
the question considered in this particular session of Congress. 

The question is, How much shall the minimum-wage rate be raised ’ 
That is the only question we are considering at the moment because 
we are not even taking up coverage. 

Dr. Scumir. I think one of the reasons you did not take up cover- 
age is for this very reason, that you felt—somebody, whoever made 
that decision; I guess you made it in executive session—that the dam- 
age would be greater if you would extend to new uncovered industries. 

Mr. McConne tu. I would say very definitely if you extend to var- 
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ious uncovered industries that you would have to keep a lower min- 
minimum-wage rate. Is that true? 

Dr. Scuaapr. That is right. 

Mr. McConnet. I do not question that at all. 

Dr. Scumipr. I think the general answer to your question is the 
lower you fix any minimum the less-damaging effect it will have on 
the workers. 

Mr. McConne.yu. However, if it gets changed by majority vote— 
and that is how we operate in Congress—would it not be well to seek 
that type of flexibility which would not cause a penalty to be placed 
on the marginal employer, and in those situations—many of them in 
the small-business world—which causes our difficulty when we are 
affecting the wage rate of the economy. 

Dr. Scuxmipr. You could do that 2 ways: 1, you could write the 
exemptions into the statute, or you could delegate your responsibility 
to some bureaucrat and let him make the exemptions. But I would 
feel that the latter would be a case where you would be sort of dodging 
your responsibility. Why should some bureau have the power to de- 
cide whether or not this worker shall be exempt or this industry or 
this employer shall be exempt ? 

Mr. McOonne tt. It is the only law that I know of offhand that is 
completely rigid. You pay it or else. 

Dr. Scumipr. Yes; except for Puerto Rico. Originally, you know, 
the Puerto Ricans were under the law. 

Mr. McConne t. I am speaking of right here in the United States. 

Dr. Scumipr. And it caused so much unemployment that in 1940 
Congress finally decided to give the bureaucrats the power to set the 
minimum. 

Mr. McConnetuz. I would like to ask 1 or 2 more short questions. 

If only a small number would be increased if the rate were raised 
to, say, 90 cents, explain why there would be a general effect on the 
wage differentials. 

It would be in effect in certain particular businesses or among 
certain particular employers. But if a person’s minimum wage is not 
affected at all there will be no change in the minimum wage rate in 
a particular plant. So how are other differentials in that plant af- 
fected ? 

Dr. Scumipr. Well, the labor market is, to some extent, a local mar- 
ket, and it is, to some extent, an interlocality market, and to some ex- 
tent a national market. Whenever you change any part of that market 
anywhere it gets around that things have changed ; supply and demand 
change a little, and it is bound to have some influence. And even some 
of the larger companies are likely to have some perhaps either sub- 
standard workers or relatively incompetent workers or very young 
workers whose wages will have to be raised. You may hire young- 
sters just out of school with very little training, very little skill, let’s 
say at 80 eents an hour now. 

Well, it may be a very big company, a very profitable company, 
but you have got. to hire them at a new going rate. That wage then 
immediately impinges on the next higher classification. 

So, unless it was very scattered—say just a few people, 1 per county 
or something of that kind out. of 3,000 counties in the country—that 
is one thing. 

63489—55 64 
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If it affected thousands of people you would have these repercus- 
sions going on all through the economy. And nobody can tell in ad- 
vance what they would be. It would depend on market forces. If 
the market forces of demand are strong for the products produced, 
prices might be lifted a bit and the higher wage would sort of go 
through the whole wage structure. 

On the other hand, if the markets are soft the disemployment effect 
would overshadow the price increase. 

Mr. McConnew. That is all, thank you. 

Chairman Barpen. Mr. Bailey? 

Mr. Battery. Mr. Chairman, ght before me the testimony taken 
at the hearings held in late 1949 on the question of increasing the mini- 
mum wage. 

I note that the chamber of commerce was at that time represented 
by Almon Roth, president of the San Francisco Employers Council, on 
behalf of the United States Chamber of Commerce. 

I note in looking over the testimony that the gentleman spent con- 
siderable of his time attacking the statistics offered by the Labor. De- 
partment from the Bureau of Labor Statistics. 

You will recall at that time that Maurice E. Tobin was Secretary 
of Labor. He came before the committee and recommended an in- 
crease in the minimum wage, and offered the statistics of the Depart- 
ment in support of it. 

I want to just call your attention to one thing from Mr. Roth’s testi- 
mony, and I am quoting direct from his testimony : 

Not only that, but the Administrator’s figures are misleading. Little light 
ean be shed on the matter from his annual report. 

Now today we find history running true to form. We find the 
chamber of commerce back here facing the fact that the present Sec- 
retary of Labor, carrying out President Eisenhower's suggestion, that 
we could well afford a 90-cent :xinimum wage, the Secretary of Labor 
came before the committee in support of that with statistics from the 
Bureau. Yet we find the gentleman occupying the same position as 
Mr. Roth occupied in 1949, we find the chamber opposed to any in- 
crease of any kind. 

I note that the gentleman was courteous enough not to attack the 
figures proposed by Secretary Mitchell at this time. But I want to 
make this observation, Mr. Chairman, that Mr. Almon Roth guessed 
wrong in 1949, and it is a safe bet that the gentleman, Mr. Schmidt, 
who is testifying today is guessing wrong as to what is going to 
happen if we increase the minimum wage. 

That is all, Mr. Chairman. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. Mr. Schmidt, I have always voted against the mini- 
mum wage, and, as far as I know, other infringements of free economy 
by the Federal Government. 

I wonder if this would be a fair summary to explain to my constitu- 
ents if I vote against the minimum wage this time, that it does not 
actually do anything except go through the form of trying to fix a 
minimum wage. Either we acknowledge the invalidity of the idea by 
creating a wide range of exemptions or we make it so low as not to 
affect nearly everybody in the industry, or we actually create unem- 
ployment if we fix a rate that the market will not naturally carry. 
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Would you agree that that is substantially what happens or not? 

Dr. Scumipr. I think that is about what happens, yes. If it had 
not been for the inflationary factors in 1950, the Korean war coming 
along, there is no question that the disemployment effects would have 
been much greater. And we are hoping for greater price stability 
for the period ahead, a sound dollar idea. 

If you push the wage rate up now to an uneconomic level you are 
not helping the low-income workers; you are just kidding yourselves. 
You are passing a law, and you think you have done your moral duty, 
and you go home and let these people become disemployed. 

I do not quite see how we can honestly go through this thinking we 
have done our duty. I agree with you. } 

Mr. Gwinn. It must be perfectly obvious to everyone that when 
you inerease the minimum wage, or when you increase wages by 
governmental edict, the average wage generally, in those categories of 
industries, which is about a fourth in many of the categories that are 
making less than a half cent per dollar of sales or nothing, those indus- 
tries which are the only ones really affected by this legislation cannot 
absorb the increase. They will not absorb the increase. 

So they either go out of business or they don’t. comply with the law 
in one way or another. 

Dr. Scumipr. It seems to me that is inescapable. That is why I 
wonder why Congressman Bailey, I believe it was, said that I will be 
found wrong again. 

We are not making any dire predictions of what will happen. We 
say these are the alternatives. We tend to get the disemployment 
effect, and you get the price increase effect because the economic 
system is just that way. And when you get a new cost increase, a 
powerful legislated cost increase, the employer has got to face that. 
And he has choices: He can say, “Well, I won’t use this factor of pro- 
duction,” or “I will substitute a machine and get rid of this factor of 
production,” or “I will go out of business.” 

So we are saying these are the ways in which the economic system 
functions. So, quite the contrary to Congressman Bailey’s predic- 
tion that I will be proven wrong, we are not predicting precise results 
from either 90 cents or a dollar. But we say that our studies or 
analyses indicate that a dollar figure will be more than twice as hard 
to absorb as a 90-cent figure. And the increases above the minimum, 
the wage differentials, will be that much harder to absorb. 

And, as to when you get price increases or disemployment effects 
depends on market forces. There is nobody at this point that knows 
what the state of the market will be next January when this new 
minimum might go into effect. 

Mr. Gwinn. Over and over again we have heard the statement that 
industry can absorb. We are so prosperous that industry can absorb 
these increases, 

Now there is not the slightest bit of evidence that I can point to— 
and I wonder if you can find any—that industry in the low-profit 
areas does absorb it, has absorbed it and can absorb any increase. 

Dr. Scumipr. I do not think there is much evidence except in this 
way: you may have a small sawmill; well, as it replaces its old equip- 
ment, it. is the beneficiary of the march of technology, better layout 
let us say of a sawmill, or better techniques of gathering the logs and 





986 AMENDMENT TO INCREASE THE MINIMUM WAGE 


handling them. So over a period of time even the most inefficient saw- 
mill probably is a little more productive than the one you ran down 
in Florida, say 20 years ago. 

So that in that sense I think all of us benefit by the march of science 
whether we are low-wage workers or moderate- or good-wage workers, 

But a legislatively created increase in costs, there is just no space 
in the short run for these no-profit employers and the deficit employers 
to absorb those increases. Semnathieis has got to give. And I can- 
not emphasize too strongly that an industry does not pay wages; it 
is the individual employers in an industry. So you cannot use industry 
figures and profits. Even the ones I gave you are not very good. They 
are only broken down into three groups, median, upper quarter, and 
lower quarter. 

Mr. Gwinn. Industry itself does not absorb it. It is simply a kind 
of broker between the worker and the consumer. 

Dr. Scumapr. That is right. 

Mr. Gwinn. The consumer absorbs it or it is not absorbed. 

Dr. Scumipr. That is 100 percent true. Unless it is offset by in- 
creases in productivity. 

Chairman Barpen. I want to say this: we have sat here for several 
days and heard some as fine, hard-working men as I have seen come 
before a committee, men that impressed me, whether they did the 
others or not, telling what the small and medium-sized industries of 
a great area were facing. They presented it as a real problem. They 
have presented it in such a manner that those who said they had or 
could get enough capital, could, by substituting machines for man 
labor, maybe pull through. They said they would try. Some of them 
who had everything they had involved said, “I am going to try it if 
it comes to 90 cents.” 

I thought that was a most commendable spirit in them. 

Yet we have had witnesses before this committee who were mad 
because some cotton mill left or some cotton mill went down and did 
not pay wages. And that is what they are most concerned about. 
And in the areas from which they come their wages are far above the 
minimum which they suggest. 

And that area is represented by honorable men, sincere men who 
are closer to their people than any area of this country. You can take 
my district. I know my people. I know them from house to house in 
a 200-mile area, and they know me by my first name. 

We know the problems of our people. 

Now to those people it is no problem. It is so much in harmony. 
To the people from this great area we speak of it is a problem because 
suffering, want, unemployment, lack of business, waits around the 
corner. 

It is inconceivable to me that men can lay so much stress and get so 
mad over maybe a cotton mill going down. They are not moving into 
my section. The ones in my section are closing down. Just last week 
one closed down because the Federal Government moved in and took 
it over because it could not pay its taxes. And now it is impounded 
by the Federal Government, and some 200 people are out of em- 
ployment. 

We cannot resist the Federal Government’s collecting its taxes, but 
it isa pretty tough lot. 

Dr. Scumipr. That is right. 
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Chairman Barpen. It is pretty tough on the 200 employees that are 
walking the streets. 

Now the men who make the least—and they are in that bracket that 
you referred to as making the least—nine-tenths of them are in their 
overalls out there working just as hard as any employee they have, 
and making less. The big companies, gentlemen preceding you men- 
tioned they are doing all right. And the bigger the company the 
bigger they get along. 

We do not come from an area of big business. We come from an 
area of small business. 

Dr. Scuampr. But you would like to see some of your little ones 
«row up and become bigger. 

Chairman Barpen. | do not like to see men thrown out. I do not 
like to see a situation arise where a man just must be met with impos- 
sible conditions. 

Even though in my philosophy I do not go along with the wage- 
hour theory, it is now a policy of the Government, and I try to adjust 
myself to those things. And I can see the spirit of the people that 
I represent who want to go along with 90 cents. They will try. Some 
of théni will fall by the wayside. You know it and I know it. 

Then when you pass that with a sudden shock it is not going to be 
the man that owns the little business. He can sell that little business 
out, or junk it, and go to something else. It is the 15, 20, or 25 em- 
ployees that are vee SH upon that little business that have been 
living there for maybe 25 years as this gentleman Russ. 

I do not go along with you on the theory of just not doing anything 
or raising anything. I do concur in your caution because we are 
tinkering with something now. And God knows I hope there is not 
a war waiting around the corner to pull us out of this. 

Dr. Scumipt. To bail us out of this one ¢ 

Chairman Barpen. It bailed us out in 1939 and 1940, and everybody 
knows it. It bailed us out in 1950 when you know what the situation 
was. And they are the only two things that have bailed us out of the 
situation. 

Are we expecting another one ¢ 

If another war comes then those who say it will be a shock to the 
economy could probably, by someone using other figures, say that they 
were all wet because you and I know that it has been too profitable to 
American people and American industry, this thing of spilling blood 
on battlefields, it is too darned profitable. And there are too many 
men, unfortunately, that have a sneaky feeling when you are talking 
about war. They think for a minute about war and 5 minutes about 
the promotion it will bring them. 

[ hope that it is not waiting around the corner. I would rather take 
a little hard times. 

I probably should not have said that, but it just moves me greatly 
when I think about the men that some of these things are going to hap- 
pen to, and none of us have sense enough to guarantee it won’t. 

Dr. Scumipr. That is right. 

Chairman Barpen. We cannot assure our own minds it will not 
happen. And yet we are willing to thrust the dagger and not know 
whether it will hit a vital spot or whether it will glance off. 

I, for one, will not do it. 
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Mr. Elliott, do you have any questions ¢ 

Mr. Exxiorr. Mr. Schmidt, I guess it is fair to draw from your 
testimony the conclusion that your organization is opposed to any 
raise in the minimum at this time. 

Dr. Scumipt. We think it is a depression-born idea that really is 
not very relevant in the modern society. And the adverse effects wil] 
be great. The administrative cost will be great. And you will not 
really help the low-income workers. 

Mr. Ex.iorr. Have you done any study or research to indicate or to 
enable you to indicate what, in your judgment, would be the effect and 
the percentages of businesses that might fail if the minimum is raised 
to 90 cents or to $1 ? 

Dr. Scumipr. No, we haven’t any figures. But we know from em- 
ployment figures that the Department of Labor gave that it would 
have a certain impact. 

Now some of those employers when they see this date coming around, 
January 1, 1956, might say, well, I will sell out before I fail. 

They might not fail. 

They might sell; they might quit and salvage what they can. 

So the reactions, you see, would be very innumerable. You cannot 
predict in advance. It might not mean bankruptcy to many of them. 
Some might try it and fail to do something. Some might go to their 
bankers and say, “We have to get more capital to replace this high- 
priced labor.” That would be the disemployment effect. But some 
other workers would get more jobs making the machinery and equip- 
ment for capital improvements. It would mean a kind of churning 
around in the economy. I don’t think there is any way in advance to 
predict the precise impact. 

And we are trying to approach this from a broad standpoint of what 
we think is good constitutional government and what is good philos- 
ophy. 

The higher you push this minimum the more damaging the effect, 
the more disruptive, the more impact there will be, the more readjust- 
ments there will have to be made. 

Mr. Extiorr. That is all. 

Dr. Scumipr. On the point of the readjustment after 1950, I have 
here the very interesting fact that from January to December 1950, 
when this law went into effect, the 75-cent figure, the average price 
increase for the country as a whole of all commodities was about 16 

ercent. But for the low industries, those you are concerned with 

ere, prices went up about 22 percent. In other words, there was a 
strong market demand due to the recovery from the 1949 recession and 
the Korean war that validated the 75-cent rate. 

And, as the chairman has so eloquently said, we hope that we wil! 
not have to duplicate in the year ahead another war to validate what- 
ever the new higher minimum might be, if there is to be one. 

Chairman Barpen, Mr. Rhodes? 

Mr. Ruopes. Dr, Schmidt, the nature of the minimum wage, as | 
understand it, at first was to provide a wage at which a man with three 
dependents could keep himself off relief, keep himself and his family. 
In other words, the WPA emergency budget of 1935. 

Now I have seen figures which tend to indicate that if you project 
that WPA budget of 1935 to the present day, considering inflation, the 
rise in the cost of living, that it would be somewhere around $2,000, 
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which would be an hourly wage, considering 2,000 hours a year work, 
of about a dollar an hour. 

Is it your opinion that this type of a wage, which is predicated on 
mere survival, would break a lot of industries? 

Dr. Scumipr. I do not think it would break a lot of industries. I 
think it would not be absorbed by some of the highest-cost producers 
in low-wage industries, and they would go through mergers or they 
would liquidate. And many of them, as the chairman has pointed out, 
would try to readjust to that condition. 

Mr. Ruopes. Is there not also a fallacy in that type of thinking 
due to the fact that the budget is based upon survival for city workers 
whereas in many sections of the country, of course, we do not have the 
cost of living that you find in acity? In other words, you are working 
here with an average, and a high average. Whenever you have a fixed 
salary on a fixed wage based on average is it not true that you are 
going to have certain sections of the country where there will be hard- 
ships imposed, and certain other sections of the country that do not 
mean anything because their wages are so high above the average 
anyway ¢ 

Dr. Scumipr, That is right. 

Mr. Ruopes. So isn’t the fundamental concept of a fixed inflexible 
minimum wage an economic fallacy ¢ 

Dr. Scumipr. I think so. I think wage differences are regional. 
And there are differences between types of skill. Each worker tends 
to try to improve himself by either relocating or by qualifying for a 
higher skill. And I think that incentive ought to be maintained. 

I do not see much point in having Congress waste its valuable time 
in dealing with an issue that, as you say, is not really very important 
in terms of attainable results. 

Mr. Ruopes. On the other hand, we know that there are certain 
employers in the country who would pay as little as they could possi- 
bly get by with. 

My point is that perhaps we should decentralize the minimum wage 
to areas, or that, if we maintain the fixed inflexible wage, we should 
provide some method whereby the employer who is really hurt can 
save himself and save his employees’ jobs. 

Dr. Scumipr. You mean you would subsidize him ¢ 

Mr. Ruopes. No; I would not subsidize him at all. I would just pro- 
vide that he would have some kind of an appeal procedure to go to the 
appeal board and say, “Look, I cannot pay this minimum wage: I 
either pay a smaller wage or I go out of business.” 

And then the board would either let him pay the smaller wage or 
it would say you have an uneconomic operation, and you might as well 
go out of business: We don’t want your jobs on the market place. 

Dr. Scumipr. You certainly would raise your administrative costs 
and administrative headaches enormously. It would be an endless 
feud as to whether or not this would be a case eligible for relief and 
soon. It would be a subjective matter in many instances. 

Mr. Ruopes. I have become convinced that we are dealing with a 
very complex problem and trying to do it in a more or less cavalier, 
simplified manner. I do not think it can be dealt with in that way. 

Dr. Scumipr, Have you taken a look at the Senate bill? It is a 
ie bit shocking as to what the Senate bill would do to the Puerto 
ticans. 
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The Government of Puerto Rico has come to the conclusion it would 
force wholesale migration onto the mainland on the part of Puerto 
Ricans. It might cause as many as 45,000 Puerto Ricans to be thrown 
out of work if the Senate bill were put into effect. 

And in the case of needlework wages they would have to go up 
by 217 percent by 1956 over the present wage figure. Those in cloth- 
ing would have to go up 110 percent; in metals, 72 percent. And 
in some industries the increases by 1958 would be as much as 257 
percent in Puerto Rico. 

Mr. Tromrson. Will the gentleman yield? 

Mr. Rnonpes. Yes, I will be glad to. 

Mr. Tromrson. Do you have any statistics on the number of 
American employees who have been put out of busines by the move- 
— of American industry to Puerto Rico where the wage rates are 
low 

oo where No, I haven’t any figures, but they are available, 
I think. 

Mr. Turomrson. Are you cognizant of the fact that that has been 
the case? 

Dr. Scumipr. Yes. And in the aggregate, as far as we are con- 
cerned, it is a rather minor effect. I think the total population of 
Puerto Rico is a few million. And the wage force, I don’t know 
what the exact figure is, but, as against our 60 or 65 million wage 
force, it is a small factor. 

Mr. Tuompson. Do you not think that something should be done 
to try to protect a little bit the American worker, particularly in the 
textile industries, from immigration of industry to Puerto Rico 
where the wage scales are so different ? 

Dr. Scumupr. There are, of course, a lot of other causes besides 
wages that cause industries to migrate to Puerto Rico, such as taxes. 

But what you are saying is that you want to confine the Puerto 
Ricans to unemployment for our benefit, which depends on the degree 
to which you regard 

Mr. THompson. I did not say that at all. 

You said that raising their level would create unemployment there. 
I say that this is just a factor. 

But the fact of the matter is, is it not, that a lot of our workers 
have been put out of work by the movement of plants to Puerto Rico 
for several factors? In my district alone there are approximately 
2,000. 

Dr. Scumipr. I suspect it would run some thousands for the country 
as a whole. I don’t know. But, on the other hand, we get the 
benefit of the product of the Puerto Rican skill and labor, and they 
benefit by more jobs and somewhat better paid jobs by industry migrat- 
ing down there. And they have some interest in being developed. 

Chairman Barpen. I wonder if the gentleman has any sugar re- 
fineries up there. 

Mr. Tuompson. No. Philadelphia has the biggest in the world, but 
not in my district. 

Chairman Barpen. Well, I expect you are aware of the fact that 
Congress prohibited the Puerto Ricans from processing the one big 
commodity it produces, and that is sugar. 

Mr. Tuompson. Mr. Chairman, that is true. And I am not unsym- 
pathetic to the Puerto Ricans at all. I am very sympathetic. I am 
also sympathetic to the workers in my own district. 





AMENDMENT TO INCKEASE THE MINIMUM WAGE 991 


I was just trying to point out to Dr. Schmidt, whose testimony I 
have enjoyed, that there is more than 1 or 2 sides to this whole picture. 

Chairman Barpen. Let’s not blame the Puerto Ricans. If there is 
any blame for any condition of that kind it rests squarely on the 
shoulders of the industry committee that is charged with stopping 
that very thing. And I think that the Puerto Ricans will tell you the 
same thing. 

As the said the other day, they are carrying on Operation 
Bootstrap down there trying to lift themselves by their own bootstraps. 
And if there are conditions of that kind existing, then the industry 
committee was set up to function in that field. 

Mr. THompson. I would like the record to show that I am not trying 
tc blame the Puerto Ricans, the chamber of commerce, the chairman, 
or anybody else. I am just trying to point out that there are factors 
here which must be taken into consideration, all of them. 

Thank you, Mr. Rhodes, for yielding. 

Mr. Ruopes. I yield back the floor. 

Chairman Barpen. I do not blame the Puerto Ricans. 

I do not have a penny’s interest in anything that is produced there 
or anywhere else as far as that is concerned in the way of stocks, but 
I just hurt when I see people hurting like those people do. And I have 
been around among them. It is just a horrible situation. 

Mr. Ruoves. May I yield briefly to the gentleman from New York? 

Mr. Warnwriceurt. I would like to find out, Mr. Chairman, whether 
Dr. Schmidt is going to be available tomorrow for questioning. We 
are about to arrive at the second round on the rollcall over there. So 
there is not much time. 

Chairman Barpen. Doctor, could you be here in the morning? 

Dr. Secumipr. Yes. 


Mr. Watnwricut. I know Mr. Roosevelt undoubtedly has some 
questions, too. 


Mr. Roosrvet. I will say to the gentleman from New York that 
I do. 


Chairman Barpen. Very well, we will adjourn until 10 o’clock to- 
morrow morning. 

(Whereupon, at 12:20 p. m., a recess was taken until 10 a. m., 
Wednesday, June 29, 1955.) 
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WEDNESDAY, JUNE 29, 1955 


Howse or RepresENTATIVES, 
ComMiIrTree ON Epucation AND Lapor, 
Washington, D.C. 

The committee met at 9:55 a. m., pursuant to recess, in room 429 

of the House Office Building, Hon. Graham A. Barden (chairman) 
residing. 

! Present: Representatives Barden (presiding), Kelley, Powell, 
Bailey, Perkins, Elliott, Landrum, Metcalf, Bowler, Green, Roosevelt, 
McConnell, Gwinn, Smith, Wainwright, Rhodes, Frelinghuysen, and 
Coon. 

Present also: Fred G. Hussey, chief clerk ; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel ; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order. 

Mr. Esters, I believe we will start. Dr. Schmidt will be here later 
on. We have quite a long list of witneses here that I would like to 
finish today. I would like as soon as possible to close up the rest of 
them tomorrow. 


Mr. Esters, will you identify yourself. | 


STATEMENT OF BERNARD E. ESTERS, HOLTON, MAINE, CHAIRMAN, 
LEGISLATIVE COMMITTEE, NATIONAL EDITORIAL ASSOCIATION 


Mr. Esrers. Mr. Chairman and members of the committee, my name 
is Bernard E. Esters, and I am the publisher of a weekly newspaper 
in Holton, Maine. 

I am appearing before this committee this morning on behalf of 
the National Editorial Association, of which I am chairman of the 
legislative committee. The association is made up of 5,412 weekly and 
small newspapers published in grassroots communities in every State 
in the Union. 

It is a privilege to represent this important segment of the small- 
town newspaper industry, and we are deeply grateful for the indul- 
gence of your committee in permitting us to present our story. 

More than 90 percent of the 8,549 weekly newspapers now in exist- 
ence in this country serve communities of less than 10,000 population. 
They are printed in every congressional district in the land, and most 
ire, in our judgment, particularly sensitive to the needs, the demands 
and the thinking of the people who send more than one-half of the 
Members of the Congress to Washington. 

_ The combined circulation of these weekly newspapers was, in 1954, 
in excess of 20 million copies every week of the year. Survey after 
survey has shown that there are an average of 314 readers of every 
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copy of a weekly newspaper. This fact supports our contention that 
the industry in behalf of which we speak here this morning provides a 
needed and sought-after sotiailanten!. informational, and educational 
service to upward of 70 million Americans every week. 

We feel it is an equally accurate assumption that an uncountable 
number of these millions of readers could be deprived of the vital 
service furnished to them by their hometown weekly newspapers 
should any adverse economic assault be of sufficient severity to koe 
in large numbers the publications to which these people subscribe, ~ 

Increase of the minimum wage from 75 cents to $1.25 an hour could, 
in our judgment, have just such an effect, and on a considerable scale. 

Our association is deeply concerned with the future welfare and 
continued public service of the papers published in the small towns 
throughout the United States. We are gravely disturbed at the 
steadily narrowing margin between income and expense in these enter- 
prises. We are greatly alarmed at the relentless annual. decline in 
their number. 

It is for these reasons that the National Editorial Association is 
forced to go on record as being opposed to any increase in the legal 
minimum wage now being paid by our member firms coming under 
the jurisdiction of the Fair Labor Standards Act. We take this posi- 
tion fully conscious of the fact that it may appear to hostile interests 
that we are guilty of stubbornly attempting to impede normal eco- 
nomic progress or of standing in the path of reasonable advantages for 
the working man, or possibly of being guilty or unpatriotic motives. 

We firmly reject these or similar erroneous interpretations of our 
position. 

Our fears in this instance are solely for the economic stability and 
security of our concerns, for the continued existence of our smadl but 
vital businesses, and for the protection of thousands of smail ‘enter- 
prises from the extinction that can follow excessive increases in 
present costs of doing business. 

The testimony I am about to present to you represents the composite 
opinion of proprietors of combined weekly newspapers and job-print- 
ing shops throughout the 48 States. 

First and the most important reason for our position is our belief 
that an increase of any amount in the present minimum wage will 
have the inevitable and immediate effect of practically eliminating 
apprentice and on-the-job training programs now being carried on in 
many thousands of our small shops in every State of the Union. 

Such an enforced curtailment in the education of skilled printing 
craftsmen can have the ultimate result of causing a serious labor 
shortage in the entire graphic arts industry. 

For many more years than this witness can remember it has been 
standard procedure for smalltown printers to train young men in 
their plants at considerable pains and expense, only to lose most of 
these trainees once they have acquired sufficient aptitude and skill 
to larger cities by the lure of wage rates beyond the ability of the 
smaller establishments to pay. 

Any curb on this progression of skilled printing labor from the 
small towns to the larger cities can have a profoundly serious impact 
on both localities. 

The establishments which our association represents would be the 
first to feel the effects. Printing plants in larger centers would be 
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the ultimate victims of a shortage of qualified personnel that con- 
ceivably could have a far-reaching influence on the sources of all 
kinds of printed matter. 

It should also be remembered that the same factor of prohibitive 
costs that members of our craft testify would force them to abandon 
such training programs as they now conduct could have precisely the 
sume effect in large city shops faced with the same economic obstacle. 

The second reason for our objection to a minimum wage higher than 
the present statutory figure is the fear that it could have the effect of 
accelerating business failures throughout the smalltown printing and 
publishing industry. This very real danger would not necessarily be 
caused by a higher statutory minimum wage, although such a devel- 
opment might ait it. 

The impact would be strengthened by the certainty of demands that 
would come from other classes of employees already well paid for 
proportionate increases in their hourly wage rates. 

The law of a diminishing net return is already working its inexor- 
able influence on these smalltown shops in which it is estimated at least 
1 million men and women and young people find a remunerative em- 

jloyment at a wage with which they are, by and large, satisfied, And 

it should be born in mind that these small shops, unlike large indus- 
tries, cannot successfully pass along excessive cost increases to their 
customers beyond the means of those customers to pay. 

So we conclude from the testimony presented to us by our members 
that to force the thousands of small independent enterprises that com- 
prise this industry and who would be affected by an increase in the 
minimum wage to become the victims of across-the-board demands 
for wage increases, possibly aggregating as much as 6624 percent, 
would be equivalent to passing on them a sentence of economic suicide. 

A study of newspaper operations each year for the past several 
years reveals costs rising faster than revenues, resulting in a con- 
tinual declining margin of earnings for the management. The inevit- 
able. result of added costs because of mandatory wage increases would 
certainly hasten the complete disappearance of profit, and possibly 
cause the failure of thousands of vital business enterprises. 

In the judgment of our industry leaders, two things may happen if 
any increase in the present minimum wage is enacted into law by this 
Congress. These would be, 1, many newspapers will be forced to 
suspend publication, thereby depriving thousands of readers of a 
vitally necessary adjunct to their daily living, or, 2, there could be 
widespread mergers of publications, thus still further reducing the 
already dwindling number of smalltown newspapers. 

Our third point in this argument is that an increase of any amount 
in the present minimum wage would, in the judgment of our industry 
leaders, increase unemployment in the printing business. and thus cur- 
tail service and halt normal business expansion. 

It is practically a certainty that no new employees could or would be 
added to these smalltown plants either as learners or in any other 
capacity because such conditions would only cause a still further 
increase in an already lopsided overhead. Overtime would either be 
eliminated or reduced to a bare minimum, thus decreasing earnings. 
Thousands of the physically handicapped who have been absorbed by 
the printing industry with greater readiness than in most other indus- 
tries would be deprived of these opportunities because they might not 
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all be able to produce sufficiently to earn the higher minimum wage 
proposed. Young boys and girls could be barred from learning a gain- 
ful trade, and work opportunities might well be denied to thousands of 
marginal workers. 

In reference to statements that have been presented at various times 
purporting to prove that the reports of the United States Bureau of 
Labor Statistics offer a fair guide, we wish to make it clear that, while 
we have no criticism of the sampling techniques of the Bureau, we 
object to the misuse of their data to distort an otherwise clear picture. 

We call your attention to the fact that the Consumer Price Index, for 
example, is based on surveys in less than 40 large cities with no small or 
even medium-sized cities being included. We submit this is a mislead- 
ing conclusion despite the Bureau’s contention it is typical. Since none 
of the data is derived from the thousands of small towns in which 
the businesses we represent are located and in which our publications 
eirculate we contend it is unsound logic to apply these findings to 
those small communities. 

By the same token it is unsound and unfair, we believe, to set the 
pattern of a wage floor in accordance with information and conditions 
prevailing in urban industrial areas to be in effect in small communi- 
ties where no comparable set of conditions, wages or standards of 
living obtain. 

It is, therefore, our vigorous contention that to impose a $1.25-an- 
hour rate of minimum pay on a national scale, or even a rate of $1 an 
hour, would create harmful economic inequities and have a disturbing 
effect in thousands of areas where local printers and publishers cannot 
pay such a statutory minimum and stay in business, 

It should also be borne in mind that there is, likewise, a disparity 
between the purchasing power of workers in small communities partly 
industrialized and those towns which depend upon the surrounding 
farming area for their trade. 

It is, we believe, a demonstrable fact that the cost of living in a small 
community is lower than it is in larger centers. Therefore, we submit 
it is de mistake to legislate the same minimum wage to apply to 
all alike. 

Tn conclusion, I would like to touch modestly on an argument which 
a layman might easily overlook and which is presented only with 
reluctance born of the necessity of telling our complete story. 

Under present statutory rates of pay, our employes—smalltown 
employes and smalltown newspapers—are still able to provide the 
many valuable public services which they recognize as part of their 
dedicated contribution to the cultural, social and personal advance- 
ment of humanity and which they constantly and proudly make avail- 
able at no charge to any and all departments of our government at 
local, county, State and national levels. 

These public services may take the form of boosting the sale of sav- 
ings bonds, encouraging recruitment for all branches of the Armed 
Forces, urging enlistment in civil defense and the Ground Observer 
Corps, or it may be devoted to appeals for support of the Red Cross. 
the March of Dimes, the Cancer Society, the Heart Fund, Muscular 
Dystrophy, or to enlist help for Boy Scouts, Girl Scouts, the Salvation 
Army or scores of other vital and essential charitable causes. 

These projects lie completely in the area of public service, which 
accounts for our conception of our businesses as quasi-public servants 
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entrusted with a grave responsibility far beyond the mere require- 
ments that we keep our enterprises intact by making at least enough 
money to maintain them in existence. We seek no special favors for 
the works of patriotic and public importance we are privileged to 
carry on. 

As long as there are weekly newspapers in this country there is a 
pattern of unquestioned promotion of benefits to all mankind which 
will ba one of the primary considerations of thoughtful and con- 
scientious publishers. 

A reduction in the number of such publications from any cause 
whatsoever might well be expected to cause a corresponding reduc- 
tion m the extent of public services now being rendered. 

In closing, Mr. Chairman, may I extend on behalf of our members 
in the weekly newspaper industry our sincere thanks for permission 
to appear before you today and present our position on the matter 
you are considering and the reasons for that position. Your indulg- 
ence in hearing us and taking this testimony presented by the National 
Editorial Association on behalf of the weekly newspaper industry of 
this country is appreciated. It is presented with a prayer that it be 
given the fullest consideration in your deliberations. 

Thank you. 

Chairman Barpen. Mr. Bailey? 

Mr. Battery. Mr. Chairman, = deeply concerned with the prob- 
lem facing the small-town newspapers. I think I have 24 of them 
in my district. 

I recall at the time we drafted the present minimum wage law the 
late Robert Pritchard was president of the national association, and 
I think made an appearance before our committee. 

So I am fairly well versed in the problem through conversation 
with Mr. Pritchard at that time. 

Mr. ‘Esters, what has been the mortality among the papers? I think 
you mentioned it, but you gave no figures. How do they compare with, 
say, 5 years ago when we amended the minimum wage law, as to the 
number of papers in circulation ? 

Mr. Esters. I could not tell you the exact figure of the difference 
between now and 5 years ago, sir. But I believe the figures show a net 
loss of 49 during 1954. I am familiar with that figure. 

Mr. Battey. During the calendar year 1954? 

Mr. Esrers. Yes. 

Mr. Battey. What category of your employment would be affected 
particularly? Take your machine operators, your linotype machine 
operators. Are they paid the uniform union scale in the smaller com- 
munities? 

Mr. Esters. I would not say they are paid union scale, but they are 
paid far higher than the minimum. 

— our employees in the apprentice class would be the ones most 
atfected. 


_ Battery. About what do they pay in the category of appren- 
tice 

Mr. Esrers. Apprentices, you mean, sir ? 

Mr. Batry. Yes. 
_ Mr. Esrers. I am paying the minimum now for my apprentices, 
(> cents to start, and then, of course, they go up gradually as they 
acquire proficiency. 
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Mr. Battey. And what exemptions do you have under the present 
minimum-wage law that applies to the newspapers? I know there 
was especially a difference affecting delivery boys. 

Mr. Esters. Newspaper boys. 

Mr. Battery. The small papers do not have that problem like the 
dailies have. 

Chairman Barpen. Will the gentleman yield right there ? 

Mr. Battery. Yes, certainly. 

Chairman Barpen. I think the only way the newspaper boys can 
be exempted is that they become independent contractors. The news- 
paper boys are not on the payroll of the newspaper. I happen to 
know that for a long time there were papers in my district that 
would not send me a copy of the paper because they did not. propose 
to get into interstate commerce. Then some of them worked out a 
way where they could have the little newsboy an independent con- 
tractor. And you could not pay the newspaper; you had to pay the 
boy. He was in business. 

i do not think there is any exemption for newspapers. Do you 
know of any, Mr. McCabe? 

Mr. McCaze. Just small newspapers. 

Chairman Barpen. 4,000 circulation. 

Mr. Barmey. And small dailies. I believe it includes all three of 
them in that category. 

Mr. Esters. 4,000 circulation. 

Chairman Barven. I could be mistaken on that. But I happen to 
know of the trouble that arose with many of the newspapers in the 
counties. They impressed that on us; I know that. 

Mr. Battery. Would the average wage rate in your paper be the 
approximate average of the minimum wage at the present time? 

Mr. Esters. It would be higher, sir. 

Mr. Battery. Would you have to pay some of your machine oper- 
ators a fairly high rate? 

Mr. Esters. That is right. 

Mr. Battery. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercatr. No questions. 

Chairman Barpen. Mr. Roosevelt? 

Mr. Roosrvett. No questions. 

Chairman Barpen. Mr, Perkins? 

Mr. Perkins. No questions, Mr. Chairman. 

Chairman Barpen. Mr. Landrum ? 

Mr. Lanprum. No questions. 

Chairman Barpen. Mr. Elliott? 

Mr. Ex.iorr. Just one question I would like to ask the gentleman. 

I have been very much alarmed at the recent trend of newspapers 
going out of business, both the small newspapers and the larger 
newspapers. 

I did not get to hear all your statement, but is there any connec- 
tion between so many small newspapers going out of business and the 
wage rates or any other subject covered by these hearings? 

Mr. Esrers. I can answer it this way, sir: I think the cause for 
the disappearance of weekly newspapers is economic, so that any 
increase in the minimum wage which would cause a corresponding 
increase in rates of pay in the larger categories would increase the 
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economic impact and thus would hasten the disappearance of weekly 
newspapers, newspapers both weekly and daily. 

Mr. Exxiorr, Is there not a trend all over the country now for these 
weeklies to combine into large or fairly large chains in an effort to 
try to keep themselves publishing ? 

Mr. Esrers. Such mergers as there may be are dictated by the 
economic necessity—and you are correct—it is to defeat that very 
thing. ; 

Mr. Exiiorr. Are these mergers going on all over the country like 
they are in the South ? 

Mr. Esters. I am not aware of what is going on in the South, sir, 
but I think they are going on only in localities where necessity dic- 
tates. I do not think there is any other reason for it. 

Mr. Exxiorr. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Bowler? 

Mr. Bower. No questions. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. Mr. Esters, I am sorry I did not hear your statement. 
I have just glanced at what you have said, and I see you are from 
down Maine way. 

Do you think the Federal Government has the right to manage 
prices and wages ? 

Mr. Esters. I do not think I would undertake to—— 

Mr. Gwinn. I will change that. 

Do you think the Federal Government should have the power? 

Mr. Esters. No. 

Mr. Lanprum. Will the gentleman yield ? 

Mr. Gwinn. I yield to the gentleman. 

Mr. Lanprum. Will you let that answer stand for the National 
Editorial Association? Or is that your own opinion / 

Mr. Esrers. He asked me as a publisher from Maine, I believe, sir, 
and I am answering that personally. 

Mr. Lanprum. I wonder, though, if the association which you 
represent would also be willing to say that? 

Mr. Esters. I would have no opinion on that unless I queried 
them, sir. 

Mr. Lanprum. I would just like to know. 

Mr. Esrers. I would not have any opinion. 

Mr. Lanprum. I wish they would say it. 

Mr. Gwinn. You are perfectly clear that the association thinks 
that the Federal Government should not exercise this power with 
regard to them. 

Mr. Esters. Our association takes the position that this law is now 
on the books, and therefore we will abide by it. 

Our objection is a mandatory increase in.the statutory minimum 
wage provided by that law. That is the only position we have. 

Mr. Gwinn. If the law is on the books, then the Congress is likely 
to exercise its powers under that law, is it not? 

Mr. Esters. Yes, sir. 

Mr. Gwinn. Do you think it is safe for the. various newspapers in 
this country to tolerate such a law and hope to escape the evil effects 
of such a law by getting exemptions from its application ? 

Mr. Esters. Well, I-did not know we were discussing exemptions, 
sir. I thought it was the minimum wage we were talking about. 

63489—55——65 
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Mr. Gwinn. I know, but if it does not apply to you then you are 
asking to be exempt from the application of it, are you not? That 
is, you don’t want it to apply to you, do you? 

Mr, Esters. We are objecting to the increase above 75 cents in the 
minimum wage. 

Mr. Gwinn. For everybody ? 

Mr. Esrers. Yes. 

Mr. Gwinn. That is certainly fair. 

You are not attempting to get any special privilege for any special 
group in your industry ? 

. Mr. Esters. No. I think I tried to say that. We seek no special 
avors. 

Mr. Gwinn. But you know that a great many groups in this coun- 
try are saying, in effect, we don’t mind a minimum wage law for the 
other fellow, but we want you to write an exemption for us. You 
know that is going on, do you not? 

Mr. Esters. I would presume possibly it was. 

Mr. Gwinn. How are we going to get rid of that situation until we 
get rid of the law itself? 

Mr. Esrers. I expect that would be the end result, but I cannot see 
that it will ever be accomplished. 

Mr. Gwinn. Do you think, as a newspaper publisher down in 
Maine, that we ought to have a law on the books—and I say down in 
Maine because it is like down in North Carolina; it has no connotation 
but it is just as distinct—where there is a clamoring among the citizens 
to get exemptions from the application of the law, one group after 
another ? 

Mr. Esrers. Would you just as soon phrase that question again, sir? 
The interruption of “down east in Maine” kind of threw me off a 
little. 

Mr. Gwinn. Well, I am just giving you some subjects for your edi- 
torial writing. 

Do you think we ought to have on the books, on the Federal statutes, 
a law with criminal penalties for violating it that exempts huge areas 
of the country from application of that law, that is, the lumbermen in 
the South and farmers all over the country and retail employees, cer- 
tain classes of those in the newspaper and printing trade? Do you 
think we ought to have such a law as that on the books ? 

Mr. Esrers. Well, that is a matter of opinion. I am not qualified 
to testify on it. 

All I am trying to do is to set forth the belief of the men whom I 
am supposed to represent. And I on again, they are simply talking 
now about the proposed increase in the minimum wage. 

It would be presumptuous on my part, I think, sir, to attempt to 
testify on that. 

Mr. Gwinn. How did it affect pour industry when the 75-cent wage 
went into effect? Did it hurt you 

Mr. Esrers. It narrowed the difference between income and expense, 
made the net smaller. 

Mr. Gwrnn. It made your net smaller? 

Mr. Esters. That is right. 

Mr. Gwinn. But you were able to absorb it ? 

Mr. Esters. That is right. 

Mr. Gwinn. Without increasing the price of the papers ? 
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Mr. Esrers. Oh, no. I could not absorb it to that extent. I had 
to increase the price of my paper. I had to increase the price of my 
services, 

And I think that maybe has been quite a general practice, the theory 
being that one does not like red ink on his profit-and-loss sheet at the 
end of the year. And that is what I try to avoid. But at the present 
time I can say this quite frankly for myself anyway, that I have 
reached the ceiling mai the point where I can increase my selling prices 
both for advertising and for printing no further. I cannot go any 
higher. 

Mr. Gwinn. You cannot absorb it out of profits? 

Mr. Esters. No. 

Mr. Gwinn. You cannot absorb it any longer. Can you not increase 
your newspaper rates and the price of your paper to the public! 

Mr. Esrers. I do not see that I can, sir, I Bal gone about as high 
as I can go. 

Mr. Gwinn. That is all, Mr. Chairman. 

Chairman Barpen. General Smith? 

Mr. Smirn. No questions. 

Chairman Barpen. Mr, Frelinghuysen * 

Mr. Frevineuuysen. No questions. 

Chairman Barpen. Mr, Wainwright? 

Mr. Warnrieut. No questions. 

Chairman Barpen. Mr. Esters, I think everyone will admit that the 
average small town and county paper plays about the most important 
part as far as disseminating information is concerned of any group 
of printers in America. 

You say they are in the communities where you say three people 
read each paper. And most of them are small papers, are they not? 

Mr. Esters. Yes, sir. 

Chairman Barpren. And they read most everything in it, do they 
not ¢ 

Mr. Esters. Yes, sir. 

Chairman Barpen. Now do you not think that probably they reach 
more people more thoroughly so far as the contents of the paper are 
concerned than any group of papers in the country ? 

Mr. Esrers. I certainly do think that, sir. 

Chairman Barpen. They are the ones that run all the advertise- 
ments of the community. They are the ones that bring the people 
together. They are the ones that write up the school meetings and 
the church meetings. And they are the ones that the community and 
the county regard as serving in the capacity of the hub of the wheel 
through whi ch things go. And in that way the county paper and 
the smalltown paper is called upon to render a tremendous percent- 
age of free service to them. 

“Mr. Esrers. Right. 

Chairman Barpen. Now you say that some of them are seeking con- 
solidation. I think that is true. I do not think that is very good. 

Do you? 

Mr. Esrers. No. 

Chairman Barpen. It so happens that for years there have been two 
newspapers in Raleigh, N. C., the capital of the State. One had more 
capital than the other and could outdistance it so far as circulation, 
prices and performance were concerned. 
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Now we have one paper in Raleigh. Just swallowed up the other 
paper. And that one paper has the radio station and the only news- 
paper. 

o you think that is very good for a town of 75,000? 

_ Mr. Esters. I think if the owners of the newspaper and the pub- 
lishers of the newspapers and the employees of it are fully and con- 
scientiously concerned with their responsibility Mr. Chairman, it is 
not a bad thing. 

If, on the other hand, they are not and are interested more in what I 
might call selfish motives, the desire for power and domination, it 
could be bad. 

Chairman Barpen. Well, newspapermen are never selfish in their 
own analysis, are they? You can prove by any newspaper in America 
that he is right, can you not? 

Mr. Esters. Yes, sir. 

Chairman Barpen. And he never decides that he is selfish. But once 
in a while we see one we think is selfish. 

Mr. Esters. That is a matter of opinion. 

Chairman Barpen. When those papers consolidated you do not 
think everybody who was employed on the two papers remained em- 
ployed, do you? 

Mr. Esters. No; that would not be possible. 

Chairman Barpen. Take the little town that I live in. At one time 
there were three newspapers. Now there is 1 out of the 3. 

You can take little old Washington. We just had a consolidation 
recently, did we not ? 

Mr. Esters. Yes, sir. 

Chairman Barpen. Well, now, to the little cripple newspaper that 
is struggling along and serving in an invaluable capacity, another crack 
may mean that he too will be forced into big business, 

Mr. Esters. That was the impression I was trying to convey to the 
committee that my members feel. 

Chairman Barpen. I do not know how far this will go, but I do 
not like the trend toward monopolies. Do you? 

Mr. Esters. I would rather not have it. I had to consolidate—— 

Chairman Barpven. The thing you folks ought to do is figure out 
something so you could be like Ford. So that no one else can print 
a newspaper but you folks. No one else can make a Ford but Ford. 
And if we keep forcing small business to consolidate with big business 
I wonder if you have any guess as to what will come out of it ? 

Mr. Esters. I would not like to think about that too much. 

Chairman Barprn. When you press 3 papers into 1 you know 
that at least 50 percent of the employees look for work somewhere else. 

Mr. Esters. They go elsewhere. 

Chairman Barpen. And your small papers, tlie county papers and 
smalltown papers are the ones that train the fellows for the big papers. 

Mr. Esters. That is right. 

Chairman Barpen. You train them from apprenticeship and from 
the printer’s devil right on up. And I will bet that you have been one, 
eo a been, running one of these job machines that you had to 
pedal. 

Mr. Esters. Yes, sir. 

Chairman Barven. Did you ever get thrown through the board on 
top of it? 
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Mr. Esters. Yes. I have gotten my fingers caught in them. 

Chairman Barpen. The situation is not any different in the small 
newspaper industry, the small newspaper business, than it is in numer- 
ous other small businesses that are undermechanized, undercapitalized 
and have to do with the best they can get where they are with what 
they have. 

Mr. Esters. That is right. 

Chairman Barpen. Thank you very much, Mr. Esters. 

Mr. Gwinn. Mr, Chairman, may I just follow up the question fur- 
ther on this monopoly business by 1 or 2 questions. 

Are the big newspapers for this minimum wage legislation, do you 
know ? 

Mr. Esters. I donot know, sir. 

Mr. Gwinn. Do you see any evidence that the great, consolidated 
newspapers may be using this type of legislation to force the little 
fellow out so that they can take over or carry further this consolidation 
business that has been talked of ? 

Mr. Esters. I would think not, no. I would think not. 

Mr. Gwinn. Well, if they do favor the minimum wage legislation 
that would indicate that it probably does not hurt them. They must 
know that it hurts you. 

Mr. Esters. I do not know what their position is on the minimum 
wage. 

Mr. Gwinn. All right, thank you. 

Mr. Batmtey. Mr. Chairman, the gentleman is well aware that in the 
next session of Congress we expected to give consideration to added 
coverage and changes in the present coverage. Should the recom- 
mendation be made by the committee, and the Congress adopt, an in- 
crease in the minimum wage would the gentleman’s association be in- 
terested in exempting, in raising the exemption of 4,000 to include most 
of these little papers in the country ? 

Mr. Esters. Toms not answer that question until I had properly 
questioned my membership. 

Mr. Batiry. That is all. 

Chairman Barpen. Let me say in that respect, I hope people will 
not get too happy over the so-called exemptions that will come out of 
the next Congress when it is considered because I have heard much 
more about spreading the coverage than about exempting anybody. 
And West Virginia has done more talking about increased coverage. 

Now you cannot have increased coverage and do much exempting 
by administrative orders and interpretation of the act. It has already 
virtually destroyed even our dreams of what possibly interstate com- 
merce might be. Nobody knows what it is. 

And I well remember in this very room that I took part in the fight 
for virtually every exemption in that bill as itis now. And the gentle- 
man from West Virginia knows who my adversaries were. 

Mr. Battery. I made a fight for the newspapers. I remember that. 

Chairman Barven. Well, I was a lonesome boy most of the time, 
wasn’t I? , 

Mr. Barger. Well, usually. 

Chairman Barpen. Usually. That is close enough. 

Mr. Lanprum. Mr. Chairman? 

Chairman Barven. Mr. Landrum. 
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Mr. Lanprum. Following that colloquy and the question _pro- 
ounded by the gentleman from West Virginia, I understood Mr, 
Peters statement for himself and his association to be that this morn- 
ing he seeks no special privilege of any sort. Is that right? 
r. Esrers. So far as this testimony is concerned. 

Mr. McConnetu. Mr. Chairman, just for a little humor and to be 
facetious, it has been suggested that we might make the minimum wage 
$5 an hour and then exempt everybody. 

Mr. Gwinn. That would make everybody happy. 

Chairman Barpen. That would appeal to a lot of reasonable men. 

Thank you very much, Mr. Esters. 

Mr. Esters. Thank you, Mr. Chairman. 

Chairman Barpen. Dr. Schmidt, I believe some members of the 
committee had some further questions they wanted to ask of you. 

Will you come forward, please. 


STATEMENT OF DR. EMERSON P. SCHMIDT, DIRECTOR OF RESEARCH, 
CHAMBER OF COMMERCE OF THE UNITED STATES, WASHING- 
TON, D. C., ACCOMPANIED BY GUY WATERMAN, RESEARCH 
ECONOMIST, CHAMBER OF COMMERCE OF THE UNITED STATES— 
Resumed 


Chairman Barpen. Mr. Wainwright, did you care to ask Dr. 
Schmidt some further questions ? 

Mr. Warnwricut. Yes, I had some questions. 

Mr. Roosrvetr. I have a couple I would like to ask also. 

Chairman Barpen. You may proceed. 

Mr. Warnwricut. Doctor, trying to refresh my memory on your 
testimony of yesterday, the particular phase which I thought was 
especially interesting and wanted to expand was a presentation that 
you made—and correct me if I am wrong because this was the idea 
that I got from your testimony—that there was a relatively large 
marginal group who, no matter what you said the minimum wage was, 
whether $1 or $1.25, were certainly not worth the minimum wage, and 
you said that no reasonable man would pay them that minimum wage 
anyway. Consequently, you would be depriving that bloc of employ- 
ment by raising the minimum wage. 

Am I correct? 

Dr. Scumipt. Yes. 

And one further point: You would force those workers into the 
uncovered occupations and thereby depress wages still further by the 
law of supply and demand, increasing the number of workers that 
are competing for jobs in the uncovered areas. So you depress wages 
still further there. 

Mr. Warnwricur. Along that same general line then, do you feel 
that the Congress or particularly this committee has any social re- 
sponsibility to protect that kind of worker in one form or another, 
whether it is the minimum wage or by broadening the coverage? 

Dr. Scumopr. I do not think so. I think if it is a relief case that 
it ought to be handled at the State and local level. 

On the other hand, I think that the tax committees of the House 
and Senate have a great responsibility to encourage the growth of 
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venture capital and progress in general, and thereby create more em- 
ployment opportunities. ‘That is the way we really built this country. 

Mr. Watnwricnt. Is that the position of the Chamber of Com- 
merce, that the Federal Government does not have a social respon- 
sibility in this field ? 

Dr. Scumipr. Yes. We think that this was a depression-born law 
designed in part to spread jobs by putting a penalty on hours above 
40 a week, and it was an attempt to arrest the deflationary forces, 
the recovery measures in the 1930s having not taken hold, and we 
still having 8 or 10 million unemployed in 1938 and 1939. 

Mr. Warnwricut. I remember you testified to that yesterday. 

Dr. Scumipr. So I think the whole thing is kind of obsolete. 

Mr. Watnwrieut. Would you suggest repeal of the law? 

Dr. Scumipt. Yes. I would certainly suggest repeal. 

We don’t have any policy that specifically urges repeal, but I would 
let it go by default. Let the minimum stand as it is, and perhaps 
reduce the administrative costs. 

But it might be more rational, of course, if the law is really useless 
and outdated and outmoded under our high-level employment policies, 
to let the whole thing go. 

The Congress has let other laws go like the Guffey Coal Act, when it 
was found that would not work and would not do the job. I think 
you are faced here with a situation of deciding whether or not this 
law is obsolete. I think it is. 

Mr. Watnwrient. The reason I am going to the general philosophy 
that makes you arrive at this decision 1s because it is a somewhat unu- 
sual presentation. 

It is the first I think we have heard before this committee that the 
law be repealed as useless. 

But may I suggest a hypothetical question, and it is really not so 
hypothetical because it existed in the past. Suppose we arrive at a 
time of economic crisis in this country. Do you believe that the Fed- 
eral Government again, through this committee, has a social respon- 
sibility under the general welfare clause of the Constitution to set— 
which this essentially is—an economic floor under certain classified 
working groups ? 

Dr. Rarer Well, the general welfare clause in the preamble, of 
course, has no validity whatsoever. 

The courts have consistently held that that is simply a general state- 
ment relating to our federal system of government. Not the national 
government but the federal system of government. 

And the courts have consistently held that that has no empowering 
capacity. It does not authorize this Congress or the administration 
to do one single thing. 

The general welfare clause—while I am not a lawyer, a know this 
- be the case—does not provide any powers to this committee or to the 

Jongress. 

Mr. Bamtzy. Will the gentleman from New York yield? 

Mr. Warnwricut. Yes. 

Mr. Bammer. Does the gentleman want the committee to understand 
that you believe in the Constitution ¢ 

Dr. Scumipr. I believe in the Constitution. I think it is a really 
great document. 
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Mr. Battzy. Except the welfare clause. 

Dr. Scumipr, And particularly well designed for democracy or a 
republic through the checks and ee and the dispersal of power. 

Mr. Warnwricnut. I do not want to get too far away from the field. 
We have a number of other witnesses today. But it would seem a 
rather difficult position even for a reasonable man to take that in time 
of crisis the Government would not have the opportunity to come 
forward with some legislation. 

I can see that there is a reasonable viewpoint that once legislation is 
outdated or not performing a useful function that it should be repealed 
or done away with. I do not know whether a reasonable man could 
draw that conclusion at the present time. Apparently you do draw it. 

Dr. Scumipr. You have changed your question slightly now. 

You referred to this committee in cases of crisis. 

Mr. Warnwreicnt. I said the Federal Government and, in this par- 
ticular field, this committee. 

Dr, Scumir. That changes the orientation. 

I would certainly take the very positive view that this Government 
has a tremendous responsibility for the maintenance of a climate and 
certain specific policies to help encourage progress and stability 
through primarily monetary and fiscal policy. And there is no rea- 
son to believe that because of the sheer size of government, now being 
our biggest industry—in fact, probably bigger than the next 3 or 4 or 
5 industries put together—that as it goes so goes the whole economy 
to a considerable degree. And if it makes mistakes it can be very 
damaging. If you have a town of 10,000, and you have 1 big industry, 
and if that big industry goes to pot the whole town suffers. Similarly 
with our mammoth Government apparatus; if it does not act wisely 
in terms of fiscal and monetary policy it can lower the boom to the 
point where we will have a crackup, and it can do the wrong things 
when recessionary trends take place. 

We have published at least half a dozen or more elaborate studies 
of what the Government should do. So I certainly do not agree that 
this Government should stand idly by in case of crisis. As a matter 
of fact, we are just publishing another new pamphlet shortly which 
we call Is Our Economy Depression Proof, in which we go into these 
very subjects that you are raising. But they are quite different from 
what you might call social legislation. 

Social legislation is a sort of mopup legislation, and it does not 
always mop up. If you do not turn off the spigot that is causing the 
flood you are not curing the basic problems. 

But we do think that through wise, smart, well-timed monetary and 
fiscal policy the Government can do a great deal to help sustain pros- 

rity. 
med Warnwricnt. The last point I would certainly appreciate your 
comment on is it is my understanding that certainly one of the origi- 
nal reasons for the legislation in the late 1930’s was to overcome 
certain obvious—I hate to use the term “sweatshop”—but certain 
groups that were receiving far too little compensation for hard labor. 
Because of the present exemptions in the law, that still exists in many, 
many industries. 

And certainly some of the largest proponents of the minimum wage 
at the present—time, big labor, to use a generic term—the vast majority 
in these fields are receiving far more than the advocated minimum 
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wage. Even the lowest paid are receiving $1.75 an hour in the auto- 
motive industry. And it has gotten away from the original intent of 
the legislation, of protecting women in certain industries working for 
30 or 40 cents an hour. 

I wonder if you would care to comment on that. 

Dr. Scumiptr. Well, I do not know whether you help the worker 
with low productivity in a situation such as you envisage if you bar 
him from employment by putting a minimum wage law into effect. 
You many simply bar him from a job, and you are not creating income 
at all. 

So I think it is much smarter to rely on market forces to allocate 
resources, human and other resources, than it is to engage in a vast 
array of social legislation. 

Mr. Wartnwricut. Yes, but very often workers, because they are 
tied to a community, because they have family problems, because they 
do not have the educational facilities to pack off and move off to new 
areas Of industrial employment, need protection. And it is my under- 
standing that is one of the reasons the Federal Government gave pro- 
tection. 

Would you be opposed to that ? 

Dr. Scumipr. I think it is very dangerous. Many States have tried 
to handle what they call depressed area problems. Minnesota, where 
[ was for many years, has a northern tier of counties where the land 
ispoor. And attempts were made through State grants-in-aid to pro- 
vide schools and roads and all community facilities. 

Finally, I think in the 1930’s, it was decided that that was hopeless, 


that you actually were damaging those people by keeping them in 
these unproductive areas. 


And then a program was undertaken to help move them out. 
The Province of Alberta, for which I have worked on several oc- 
casions, did exactly the same thing. 
And I think in the rig. Wie you do more for human beings by work- 
t 


ing with economic laws than by working against these economic laws. 
And you certainly do not help people when you fix them or give them 
inducements fixed in uneconomic communities or regions or industries 
or what have you. 

In a dynamic, growing economy you are bound to have obsolescence, 
obsolescence of individual companies, of products, in fact of whole 
industries. -And I do not think you would benefit those people. 

I think Europe is a good illustration of what happens when you try 
to freeze uneconomic industries or companies contrary to the forces 
of technology and changing consumer demands. 

I am in great sympathy with your humanitarian approach. And 
we ought to do everything we can to increase the mobility of labor, 
to let them know of employment opportunities, and encourage them 
to migrate. An employment service nationwide certainly is designed 
to let people know. 

Very frequently it is not necessary to move all people out of the 
depressed areas. If you move 2 percent or 5 percent or 10 percent, it 
may be enough to bring the wage level up in the depressed area to a 
level that is reasonably tolerant or satisfactory. 

Mr. Warnwricut. I have no further questions, but in Gibbons’ De- 
cline and Fall of the Roman Empire one of the principal reasons he 
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gives for the decline of the Roman Empire is the edicts of Diocletian 
which froze wages and positions in the Roman Empire, which led to 
stagnation, not only economic stagnation but social stagnation, which 
is very much the point that this gentleman is making here. 

I have no further questions. 

Chairman Barpen. That sounds a little bit like too much govern- 
ment in too small a place. 

Mr. Roosevelt ? 

Mr. Roosrvett. Dr. Schmidt, on page 2 of your prepared statement 
in the second paragraph, you state that: 

With our high degree of labor mobility and the growing knowledge of job 
opportunities through better information and communication, no employer, under 
a successful Government policy of high-level employment, can pay less than the 
worker is worth for an appreciable period of time. 

And I underlined “under a successful Government policy of high- 
level employment.” 

You infer there that in order to get a high level of employment 
there must be a successful Government policy. 

Dr. Scumipr. The same thing I mentioned in connection with Mr. 
Wainwright’s question. 

Mr. Roosrverr. You would restrict it only to monetary and fiscal 
policies. 

Dr. Scumipr. Primarily. 

I would also say that the Government ought to act smart and wise 
in its public works programs. For instance, it ought to probably have 
a shelf of public works, needed public works, and establish a set of 
priorities for those public works. And, instead of the Federal Gov- 


ernment building vast public works at the very time that the general 


private construction industry is at its peak and thereby overstimulat- 
ing the demand for labor and materials and forcing up prices and 
costs, I would say the Government ought to have a contracyclical pub- 
lics works policy insofar as practical. 

And there are, no doubt, other things that the Government should 
do, It certainly should not raise tariffs to export its unemployment. 

There are many, many things that the Government should do. And 
I use this word rt = high level or prosperity policy, in a very 
broad sense. 

But these pamphlets that we have published go into these things in 
great detail. 

Mr. Roosevett. I will yield for a second to my colleague from West 
Virginia. 

Mr. Battery. Does the gentleman think that the present administra- 
tion is doing anything to alleviate the sad economic situation in the 
State of West Virginia where we have 253,000 people living on surplus 
Government food, by a program of public works? I could not even 
get a single item on a reservoir through the budget office. 

Dr. Scumipr. Well, I happen to have a farm in West Virginia. 
And I hope they do not neglect us too much. 

Mr. Battzy. That is over in the Shenandoah Valley. That is out- 
side of West Virginia. 

Dr. Scumipr. Of course, I may be forced into a merger, and I might 
get a farm in your area. 

“A would certainly say that out of hundreds of millions of dollars 
that—— 
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Mr. Battery. You claim you don’t know anything about the situation 
in the coal industry. 

Dr. Scumipr. Yes, I do. 

Mr. Baiutey. And the pottery industry of West Virginia. 

Dr. Scumipt. I know a great deal about it. 

This is a very serious question, whether it is the responsibility of 
the National Government to take care of particular industries. 

Supposing you follow that through ? 

Mr. Battery. Let’s take the coal industry. 

Dr. Scumipr. Take the locomotive industry. I think there was 1 
period of 18 months during the depression when there was not 1 single 
railroad locomotive built in the entire United States. 

Supposing somebody had said, well, the National Government 
should come to the rescue of the locomotive industry ? 

I recognize the coal industry is a lot bigger and may be more im- 

portant. 
Mr. Barney. You mentioned a few minutes ago the Guffey Coal 
Act. That was justified under the circumstances. We had reached a 
stage in West Virginia were cutthroat bidding on coal had reduced 
the price to less than $1 a ton. If ever there was a justified piece of 
legislation it was the Guffey Coal Act that put a floor under the price 
of coal to break up that cutthroat competition on the part of the coal 
producers in West Virginia. It served its purpose. After its useful- 
ness was over with, of course it was dropped. 

But I noticed you mentioned that a minute ago as not being a justi- 
fiable piece of legislation. 

Dr. Scumupt. I said Congress decided to let it drop. 

think it is very important to know what the scope of the responsi- 
bility is. 

Mr. Gwinn. Mr. Chairman, a point of order. 

The gentleman from West Virginia asks intelligent and interesting 
questions, and some of the members would like to hear the witness’ 
answer, particularly the answer that was interrupted about the Gov- 
ernment helping a particular industry. 

Mr. Bauer. I will be glad to hear any explanation that the gentle- 
man has to offer. I hope he talks to the administration about it. 

Chairman Barpven. Let’s move along, gentlemen. 

Dr. Scumipr. The minute the Government steps in and puts some 
kind of a floor under the price of a product you tend to get that floor 
absorbed in various cost components. In other words, wages will be 
higher in the coal industry as a consequence than they otherwise 
would have been because of the floor that is put under the price of 
coal. And I think the figures on coal production and consumption 
indicate that industry has been lagging. ‘There are a lot of reasons 
for it, including some very fine other fuels, but also possibly this 
product, for at least some people, has been priced out of the market. 
And I suspect the Guffey Goal Act. has had something to do with it. 
And it includes the stimulus of wage pressure and cost pressure. 

I am told of one case where the wage rate is $16 or $17 a day but the 
royalty payment per worker in this particular mine is $34 a day. 

Mr. xy. The what? 

Dr. Soumipr. The royalty payment. 

Mr. Ketixy. To the owners of the coal ? 
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Dr. Scumipt. The royalty payment into the welfare fund is $34 a 
day plus social security taxes that have to be added on. If we had a 
competitive system this industry would find itself level 

Chairman Barpen. Let me interrupt a moment. 

Mr. Roosrveur. Yes. 

Chairman Barpen. You mean $17 salary and $34 welfare fund? 

Dr. Scumipr. Royalty per day. 

Mr. Ketixry. How much tonnage did they produce? That is the 
point. 

Dr. Scumipr. It must be 68 tons. 

Mr. Kerrier. It must be pretty big if you figure it out. 

Dr. Scumupr. Forty cents divided into thirty-four would give you 
the number of tons. If it is hard coal it is 50 cents a ton, and if it is 
soft coal it is 40 cents a ton. 

Welfare fund royalties plus social security taxes have to be paid on 
the wages and salaries. ; 

So, when you interfere with market forces you set in motion a lot 
of things you may want and you may not want. 

And I would say in answer to Mr. Gwinn that I think it is very 
dangerous for the National Government to come to the rescue of any 
particular company or industry because you can never get rid of these 
rescue operations. 

I think everyone recognizes that in the case of agriculture there is a 
case to be made for some kind of protection during a major catas- 
trophe. But here we have high, rigid price supports in a period of 
unprecedented prosperity, and can hardly get rid of them because of 
the pressures that this intervention creates. And sooner or later we 
go down the road of France where you have divided all the people into 
such conflicting and opposing groups that the mystiques or the cement 
of society has evaporated or disappeared and they cannot hold a gov- 
ernment for more than 5 or 6 months. 

If we continue to do this we are apt to go down that same road. 

Chairman Barven. Mr. Roosevelt, you still have the floor. 

Mr. Roosrvett. I still have a few questions. 

Mr. Ketter. Will the gentleman yield ? 

Mr. Roosevett. I will be happy to yield. 

Mr. Ketiry. When you talk about coal I might say that I think 
I know something about it. I have been in it all my life. 

Now the initiation of the Guffey Coal Act that the gentleman from 
West Virginia talked about, the request for that was joined in by 
not only the miners themselves but the coal operators, most of them 
in the United States, to protect their own industry. 

There are many of those coal companies that were going broke. 
They were selling coal far below the cost of production. And that 
lasted a certain length of time, and the condition of the coal industry 
was deplorable. 

Dr. Scumipr. That is right. 

Mr. Ketter. I suffered through it. 

But when you say that the coal industry priced itself out of the 
market I do not agree because those higher labor costs and what you 
call a royalty, which is a welfare fund, have been absorbed by the 
introduction of mechanical loading into the coal mines, mechaniza- 
tion. Coal today is as cheap as it ever was for the last 20 years as a 
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result of the mechanization. As a result of that the number of men 
employed in the coal mines as compared to what it was 20 years ago 
is almost half. But the industry and the union itself have cooper- 
ated in mechanization of the coal mines because it raised the level of 
employment, wages and all. 

So what you say about the coal industry is wrong. I know that. 

Mr. Exxiorr. Will the gentleman yield ¢ 

Mr. Kerrey. I do not have the floor. 

Chairman Barpen. Will the gentleman just let me say this 

Mr. Roosevetr. Yes. 

Chairman Barpen. I think this all started when he said that the 
Guffey Coal Act had become obsolete and the Congress dropped it. 

Mr. Ketiey. Yes; it did. 

Chairman Barpen, I am losing the point of the argument now. 

Mr. Ketiry. The point that the Guffey Coal Act did do some good. 

Chairman Barpven. But did it become obsolete ? 

Mr. Keutiry. The necessity for it passed largely because in the 
meantime the industry was unionized, and therefore there was no 
reason for the Guffey Coal Act. 

It raised the price of coal to meet the cost of production, placed a 
floor under the wages. 

Chairman Barpen. Mr. Roosevelt, you still have the floor. 

Dr. Scumipr. You say my analysis is wrong. 

Mr. Keutey. I am sorry to say I cannot agree with you. 

Dr. Scumipr. You said it was wrong. 

Mr. Ketter. Yes. 

Dr. Scumupr. There is quite a difference between your not agreeing 
with me and saying it is wrong. 

Actually we know that the market for coal has been declining. 

Mr. Kettry. Yes. 

Dr. Scumipr. That is due in part to the question of price, and other 
fuels have dropped relatively more or increased relatively less. And 
there are, of course, other reasons for these other fuels. They have 
certain advantages over coal for certain purposes. 

Mr. Ketrzy. Freight rates have a great deal to do with the cost of 
coal at the consuming point. 

Dr. Scumipr. That is right. 

Mr. Keiiey. Iam through, Mr. Chairman. 

Dr. Scumipr. I agree with the chairman we ought to discuss 
minimum wages. 

Mr. Battery. I presume the gentleman would say the importation 
of 700,000 barrels daily of residual fuel oil from Venezuela and Saudi 
Arabia does not have anything to do with the coal business ¢ 

Dr. Scumipr. I would say it had a definite relationship. 

Mr. Batter. To be fair, you should have mentioned that as some 
of the causes of the trouble in the coal industry. 

Dr. Scumipr. It is very good for the oil industry. 

In a dynamic economy where you have freedom you are bound to 
have this kind of churning around. 

Mr. Battey. It is all for the oil industry. 

Mr. Roosrvettr. Dr. Schmidt, you said a minute ago that you ap- 
proved of certain Government intervention in our economic policies 
when in your opinion they were needed. For instance, you would 
approve of a public works program where it appeared that it was 
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needed. In your testimony you also say that the free enterprise system 
obviously does not always work perfectly. 

If this committee becomes convinced that there is a part of the econ- 
omy which is not working perfectly, where there is a large enough 
group of people who are receiving a substandard wage, is it not proper 
therefore under your philosophy for the Government to act not just by 
monetary or fiscal ie but to act—and this is, in a sense, fiscal and 
monetary policy—to see to it that these people have a decent living 
wage if we become convinced that it does not seriously upset or have 
sufficient harm to our whole general economy ¢ 

Dr. Scumipr. There are many ways you could help such people. 
And I am not sure you are doing them any great service by putting a 
price tag on their services which prices them out of the labor market. 

Mr. Roosrveut. Would you tell us how we could help them then? 

Dr. Scumiptr. We have a whole series of assistance programs, for 
example, and the States have relief programs. 

Mr. Roosevett. And so your solution is that they should be put on 
relief. 

Dr. Scumipr. If they are substandard people obviously they must 
rely, if they have no other source of income, either on private or public 
help. 

Mr. Roosrvett. Do you think the people we are talking about assist- 
ing here are substandard people? 

Dr. Scumipt. Some of them are. 

Mr. Roosevett. Do you think any vast majority of them are sub- 
standard people? 

Dr. Scumipt. They are not substandard in the sense perhaps in 
in which you use the word. But they are people—— 

Mr. Roosevett. I want to know how you use it. 

Dr. Scusopr. I am using it in a sense that they lack mobility. They 
may lack ambition. They may lack initiative. You can call that sub- 
standard in one sense. 

Mr. Roosevett. Of course, I don’t agree with you. 

Dr. Scumipr. The average American will go where employment 
opportunities are best. 

Why are some people still saddled with 75 cents an hour? 

Mr. Roosevetr. So you think the small sawmill operatwr down in 
the chairman’s district should get up and move, should have ambition 
enough to leave North Carolina ? 

Dr. Scumipr. No. He ought to go—— 

Mr. Roosevetr. And go to the Northwest. 

Dr. Scumipr. He certainly ought not if there is good timber there 
that ought to be harvested. We ought to have tax laws and other laws 
which encourage the mechanization so that that operation can become 
profitable so you cah pay better wages. That is the whole way in which 
we raise our living standards. And I think you may not do any good 
if you raise this to $1 an hour. 

If a man cannot hardly be employed at 75 cents you certainly are 
— to cause some disemployment if you force the employer to 

ay $1. 
; Mr. Roosrvert. Then your objection is to the method, not to the 
necessity that something should be done for these people. 

Dr. Scumipr. Well, in terms of the human factor, I think people 
2re the most important thing in any society, any community. And 
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anything: we can do for them is certainly on the right side. But I do 
not think you ought to use the price mechanism with artificial legis- 
lation to accomplish an objective which you cannot accomplish. 

You saw from my testimony the other day that learners’ certifi- 
cates increased from, I think, 4 or 5 in 1949 to 5,000 in 1950 after 
this law was put into effect raising the minimum to 75 cents. That 
was an attempt on the part of people to adapt themselves to this new 
high minimum of 75 cents. 

Mr. ane HOE Was it not also possibly due to expansion of in- 
dustry # 

Dr Scumipt. Well, there was a moderate increase in industry— 
very little; maybe 3 or 4 percent—from the fall of 1949 to the spring 
of 1950. And then Korea came along, and then there was considerable 
expansion subsequently. 

Mr. Roosevett. Then my last question would be on the last page of 
your testimony, on page 22, where you reach the conclusion that any 
real prosperity can only be accomplished through the increase of 
output. 

How Dr. Schmidt, as an economist of great experience, would you 
not agree that there must also be great attention paid to the ability 
of people to purchase that increased output? In other. words, must 
not the purchasing power of the mass of the people also receive great 
attention from those who are interested in overall prosperity ? 

Dr. Scumipr. Well, I am not sure that I would agree with what 
you have in mind. 

Mr. Roosrve.r. I am afraid you wouldn't. 

Dr. Scumupr. Because if you mean that you must set up some bureau 
here in Washington that must see to it that we create the purchasing 
power, then I would raise a question. 

Mr. Roosevetr. I did not make any such suggestion as setting up 
a special bureau. 

Ir. Scumipr. You said see to it. 

Mr. Roosgventr. I said should we not take that into equal consid- 
eration. Don’t we, in other words, get real prosperity not only through 
increased output but by matching it with increased purchasing power ? 
And, if so, why did you leave it out ? 

Dr. Scumapr. No. I certainly include that. 

But production finances its own consumption in a properly work- 
ing economic system. 

If you raise a thousand bushels of wheat that wheat is your pur- 
chasing power. You go to the market and buy things. And auto- 
matically the capitalistic system tends to pay out. For every dollar’s 
worth of product produced it pays out a dollar in the form of raw 
material prices me wages and taxes and all other sorts of costs. And 
some of it is profit, and the profits tend to get spent either in plowed- 
back p s for new machinery or expansion or in the i of 
dividends. And the Government takes its bite. 

_ So that I do not think you have to see to it that purchasing power 
is created, 

I think you need advertising. You need promotion, you need sales 
effort, and you need a properly functioning economy so that people 
do not pesaend great piles of wheat or coal or anything else which 
people don’t want. 
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But the classical economists have, for 150 years, argued that produc- 
tion will automatically finance its own consumption, But I would put 
equal emphasis on consumption markets. There is no point in produc- 
ing unless you have consumption. 

Mr. Roosrvett. What happened in 1929 and 1930 and 1931? Would 
you agree that production outran consumption ¢ 

Dr. Scumipr. No. 

Mr. Rooseverr. You would not? 

Dr. Scumipr. No. I would say that we had an inflated credit. And 
it was due partly to the aftermath of World War I. 

For example, prior to World War I Europe produced, I think, about 
2 million tons of sugar. And the sugar was cut off and the supply was 
deficient. So our Government encouraged farmers in, I think, about 
36 States to go into the production of sugar. .And the price of sugar 
consequently dropped when Europe got back to producing sugar, the 
price of sugar in New York dropped to less than 1 cent.a pound. That 
hurt many industries. And that same thing happened in our whole 
economy. 

So that 1929 crash was due in part to excessive pumping of credit 
into the system and maladjustments growing out of World War I, and 
the vulnerable banking system and a whole series of other things. 

It appears as though there was a lack of purchasing power, but that 
was a result. 

Mr. Roosevett. Would you agree that there is another school of 
thought in most economists ? 

Dr. Scumipr. I would not agree that any economist who is recog- 
nized by the profession would say that depressions are due to lack of 
purchasing power. 

_ You see if that were true, then we would never get out of a depres- 
sion. 

For instance, in 1932 or 1933 or 1934 when purchasing power was at 
a new low, we began to make a recovery. In 1921 we had a little reces- 
sion. Purchasing power dropped. Then we had a recovery. 

Depressions come when purchasing power is at an all-time high, and 
recovery comes when purchasing power has dropped to a new low. 

So it is much more complicated. 

I do not mean to say that purchasing power is not a part. It is a 
key in our whole economy. But as a causative factor, I don’t think I 
would agree that there is another school of thought of trained, ac- 
cepted, professional economists who say that depressions are due to 
lack of purchasing power. I don’t know of any economist that believes 
that. 

Mr. Roosrvett. Maybe I have read the wrong economists. But I 
have certainly read some recognized as such. 

Dr. Scumipr. You get a lot of conversation along that line, and it 
looks as though it is logical. You have a lot of people unemployed and 
there is a lack of buying power like in 1930, 1931. So it looks as though 
the lack of buying power is what causes the decline. 

The causes are much deeper than the lack of buying power. It is 
more of a symptom than a cause. ; 

Mr. Roosrverr. You think there is no relation to the rise in pur- 
chasing power which I think you will agree occurred from the low 
and went up through the efforts that were being made to raise the pur- 
chasing power of the great mass of the people in the thirties # 
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Dr. Scumipr. No. I think asa matter of fact 

Mr. Roosrvett. Not the Government alone. I don’t say this was 
done by the Government alone. It was done by the growth and the 
spread of bargaining power on the part of the workers through unions. 

In other words, you claim that there was no relationship to this 
whatsoever ¢ 

Dr. Scumipr. No. As a matter of fact, I think it was probably a 
negative relationship. That is, when the war broke out we still had 
8 or 10 million unemployed. The things we did—the growth of unions 
and social legislation—no doubt helped some people, some hardship 
cases. But it did not bring recovery. And I do not believe that you 
can bring recovery by that process. You see, everybody’s income is a 
cost to somebody else. When the Congressmen’s salaries were increased 
this year—and I think the increase was badly needead—that’ is a cost 
to the citizens. 

So you now have more purchasing power, but somebody else has 
less purchasing power because their taxes have to go up to finance 
that. 

Mr. Roosrvetr. There is the increase in productivity also. 

Dr. Scumipr. That is right. In other words, we expect a much 
greater, more productive Congress. 

Mr. Roosrvetr. You are going to get it, too. 

Dr. Scumipr. Better laws and perhaps fewer of them. That is the 
way I would measure the increase in productivity of Congress. 

Mr. Rooseverr. I do not want to go on with this because I do not 
think it is producing anything; except I might end it by saying that, as 
you yourself said, there is a difference in basic philosophy between 
yourself and between other people. 

We as a group, I think, let me say, firmly believe that purchasing 
power must go hand in hand with increased output, and that there 
are times and dislocations in the economic system, as you have pointed 
out in your own testimony, which it is the duty of the Congress to try 
to alleviate and to try to correct. 

Dr. Scumipr. But you can never be sure that that correction will 
take the correct form. 

Mr. Roosrvett. One can never be sure of anything. But, rather 
than let it continue, we should at least try where it deals with the suf- 
fering or the deprivation of human individuals. 

Mr. McConnetu. Will the gentleman yield ¢ 

Mr. Roosgvett. I would be glad to. 

Mr. McConnett. I would like the doctor to carry on just a little 
bit further here on one of the things suggested by your questions, and 
that would be the place of pump priming, as we often hear it spoken. 

I know there are quite a few people with conservative leanings who 
think there should be a certain amount of stimulation, particularly at 
the depth of adepression. And it is often referred to as pump priming. 

Of course, it is carried to great lengths by certain radical groups 
who feel that there should be a constant priming of the pump, as they 
put it. Certain of our economists, a famous English economist had 
that theory. 

What would be your idea of a place for such stimulation of infla- 
tionary nature? And does it have any place ’ 

Dr. Scumipr. I think if recessionary tendencies take over and then 
you try to raise taxes to try to cover whatever deficit occurs, either 
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because you have to spend more for relief or because taxes yield less 
revenue, that you are hitting a sick patient on the head by tax increases. 

In other words, if you try to balance the budget every 12 months, 
that is kind of an artificial period. And while there is much to be 
said for sound finance and annually balanced budgets, I think most 
economists would say that there are times when deflationary forces 
take over, when it would be a mistake to raise taxes sufficiently to 
cover the essential Government outlays. 

That is one kind of view of what you call pump priming. 

The danger is, as in France, that once the people pet the idea that 
the Government can spend without taxing, you develop what we call 
loose finance to the point where you simply cannot stop the inflation- 
ary forces. And in France the currency outstanding and the public 
debt outstanding show almost a perfect correlation in the rise of the 
price level. 

So deficit financing is, as a way of life, a road to ruin. 

Mr. McConnetu. That is correct. I am just asking you is there 
any spot for it at all. Is there a place where there should be some 
stimulation of an inflationary nature? 

Dr. Scumupr. I go back one step further and say it is the respon- 
sibility of the Federal Reserve and the independent Federal Reserve 
banking system to see to it that we do not overboom the boom. Because 
we do know that people tend to become unduly optimistic. Optimism 
is contagious just as pessimism is. 

Mr. McConnett. That is correct. But is there a place where there 
should be some of it in the depths of a depression ¢ 

Dr. Scumipr. Yes. My own personal view is that if you do make 
a mistake and do bring on the contraction in the economy by mistakes 
in the past, that it would be a mistake to try to raise tax rates or invent 
new taxes at a time when you are facing a Treasury deficit because 
then you would be taking more money from people which they other- 
wise would spend. And it is better to engage in deficit financing for 
short spells, providing you are sure this does not become a way of 
life. 

Chairman Barpen. Are you through ? 

Mr. Barry. I have one question. 

Mr. Rooseveur. I yield to the gentleman from West Virginia. 

Chairman Barpen. I want to get in on this hassle. 

Mr. Roosevotr. I will yield to the chairman. 

Chairman Barpen. I want to say something right at this point. 

The gentleman from California quite often refers to the human 
individuals. The gentleman has made repeated reference to looking 
after the human individuals. And I understand that the gentleman 
has advocated $1.50 an hour. Is that correct ? 

Mr. Roosrvetr. No, sir, I have not advocated $1.50 an hour. I have 
said that if it was necessary to go to $1.50 an hour in order to achieve 
a proper correction, and if it could be done in our economy, I would 
not be against it. 

Chairman Barven. You would advocate $1.25 ? 

Mr. Roosrvertr. No, sir, not necessarily. I think that is a subject 
that the committee should decide. And I would like to see it some- 
where between $1 and $1.25. 

Chairman Barpen. Here is what I want to say: 
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In all the discussion of the human individuals, they have been prone 
to forget that human, hard-working individual that is running a 
small business and doing the best he can to make a living and provide 
a living for the small group that work for him. And I just pose this 
question along the philosophy which the gentleman, to some extent, 
gave utterance to a few minutes ago: 

If the Government is to force this small employer to pay a sum 
beyond his ability to pay then there is but one course for that human, 
hard-working individual in the small business. One is to go out of 
business and put his small group off the payroll. The other one is— 
and I am not so sure but what the gentleman, as a result of his argu- 
ment, would support it—in order to keep that human, hard-working 
individual, the little small-business man in business while you are guar- 
anteeing that he must pay $1.25, why don’t you go the whole hog and 
say for the Government to subsidize that honorable, hard-working, 
human individual running a small business so he can take care of those 
other individuals working for him and himself? 

Mr. Roosevett. May I answer that, Mr. Chairman ? 

Chairman Barven. Yes, sir. 

Mr. Roosrver. In the first place, I think it would be fair to point 
out that that was what the Government has done in certain instances 
in the past. I am not saying that it is necessary here, because I think 
there is an alternative method. There was one suggested by our friend 
from Pennsylvania on your left the other day. 

I think the record will bear me out that I took occasion at that time 
to say that I agreed with the recommendation of the gentleman and 
that I am positively very much concerned with the plight of the people 
that you have described. 

Chairman Barpen. Let me say before you crack the small indus- 
tries, the small-business man, the employer of 15 or 20 men from a great 
area of this country over the head with a minimum wage he cannnot 
pay, you had better work out some way to keep those people now em- 
ployed living and eating, and some way for that small employer to 
get along. All ofthis country is not big business. 

Mr. Roosrvert. I thoroughly agree with that. I am not trying to 
hit these people over the head. And when I say I agree with what 
the gentleman from Pennsylvania has suggested I am thinking in 
exactly the same terms as you are. 

Chairman Barpen. I do not think it would be a wise move in the 
economy to begin to subsidize every small-business man in the country 
in order that he, together with his employees, might live. 

Mr. Roosrvevr. That was not the suggestion, and I would not ad- 
vocate that, 

Chairman Barpen. And I say if you put this wage higher than he 
can or will pay the damage is done. And I am interested in who is 
giving some thought as to how to bail those poor devils out. That is 
what is worrying me. 

We talk about the cotton-mill industry, the steel industry, the other 
big industries. But they are not the backbone of this Nation. Regard- 
less of what people may say, the backbone of this Nation happens to be 
small business. And it so happens that I do not come from the bright- 
light area of this country. But I come from an area where there are 
some good people. And if you let them alone, give them reasonable 
treatment, they won’t ask for any subsidies. We will come back on 
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our feet. We have been knocked down before. We will get up if we 
are given half a chance. 

Mr. Metcalf ? 

Mr. Mercatr. Mr. Chairman, I want to ask Dr. Schmidt a couple of 
questions that grew out of the colloquy with the gentleman from New 
York, Mr. Wainwright. 

You suggested, when you were talking about this act, that it was 
obsolete. That is what got the Guffey Coal Act into the picture. 

But I was not quite sure in just what way it was obsolete. Was it 
because it was depression born and now we are in an era of high eco- 
nomic production and, therefore, we no longer need it ? 

Dr. Scumipr. Yes. And also it was designed to spread the work, cut 
down the workweek, and put a premium on hours above a standard 
workweek. And today we have a general policy. We have the Em- 
ployment Act of 1946 designed to encourage policies which will stim- 
ulate growth and expansion. And we have much greater labor mobility 
due to the automobile ownership, the improvement of the employment 
service, and many other institutions that are worth while. So that the 
case for it, I think, if it came up today de novo, is such that I do not 
believe this Congress would pass this kind of a law. 

Mr. Mercatr. And you suggested that it ought to be repealed, but 
that—and I think I quote you correctly—since probably repeal is 
unrealistic or impractical, we ought to just let it go by default. 

Dr. Scumipr. I would say the most important thing, of course, is 
the level at which you fix this minimum wage. As to Congressman 
Roosevelt’s point, I cannot quite see how you can come out for a high 
minimum on humanitarian grounds if that high minimum causes dis- 
employment of the workers. 

So I would say the level at which you fix the minimum is of just as 
great importance as whether you keep the law on the books or not. 
If the level is safe—— 

Mr. Mercatr. I understand that, Dr. Schmidt. 

I was wondering what you mean by letting it go by default. 

Dr. Scumipt. Simply let the present minimum stand. 

: Mr. Mercatr. Which would be tantamount to letting it go by 
efault. 

Dr. Scumimr. Quite a number of States have actually done that. 
I think there are 1 or 2 States where the minimw is 20 cents an hour. 
In other words, it is inoperative. 

Mr. Mercatr. So it is your feeling that if we do nothing with this 
minimum wage law we are just letting it go by default. 

Dr. Scu»apr. Pretty much, yes,sir. Almost essentially. 

Mr. Mercatr. That is all. 

Chairman Barpen. Thank you, Doctor. 

Mr. McConnewu. I wanted to clear up one thing here so that you 
might understand what they were talking about when Mr. Roosevelt 
said he agreed with an idea I suggested. 

That was some type of hardship or escape clause in the act. We 
have never had one. It is completely rigid. That was the suggestion 
I had made, and we had mentioned it earlier—I think yesterday— 
when we were discussing it. 

I do not know whether you knew what they were discussing. 

Dr. Scxmipr. Had you in mind any specific escape clause ? 
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Mr. McConnett. No. We are working on some of the details now. 
I had hoped to get support on the idea. 

One thing I have always objected to is the complete rigidity of this 
act. 

Dr. Scumipr. Of course, if you develop the escape clauses, then 
every employer who is hard pressed will do everything. He will hire 
attorneys and accountants to prove that he is eligible for the escape, 
and you create a whole set of new reactions. 

Of course, I do not know what particular idea you have in mind. 

Mr. McConnett. There is criticism, and there should be, of the 
rigidity of this act. I know of no act like it which gives no appeal to 
anyone who will be affected in an adverse way so that there is hardship 
encountered. They have no appeal whatsoever. 

Dr. Scumipr. That is right. 

There is one more point: I would like to mention, Mr. Chairman. 

I would like to suggest that perhaps you have your staff make a 
study of the extra costs that would be involved if you raised the mini- 
mum. For example, there are workmen’s compensation rates where 
the premiums run from around 6 cents per $100 of payroll up to 20, 
and sometimes even more dollars per hundred of payroll. When you 
raise wages you raise workmen’s compensation costs as well for these 
sawmill operators and others. You raise unemployment compensation 
taxes. The higher the wages are, you raise old-age and survivors in- 
surance taxes because that is 2 percent that the employer has to pay on 
the worker’s wage. You raise a whole series of fringe-benefit costs. 
And I think it is not wise to talk just about raising the minimum from 
75 cents to 90 cents or $1. You also have got to talk about the differ- 
entials above whatever the new legal minimum is, and also these addi- 
tional taxes. 

So I think it would be a service to you as you go into executive ses- 
sion to have that additional data as to what these compulsory social- 
security items would amount to plus the fringe benefits. 

Chairman Barpen. Thank you very much, Doctor. 

Dr. Scumipt. Thank you, Mr. Chairman. 

Chairman Barpren. Next is Mr. McFarlin. 

Mr. McFarlin, will you identify yourself for the reporter, please. 


STATEMENT OF CLYDE McFARLIN, MONTEZUMA, IOWA, PRESI- 
DENT, MONTEZUMA MUTUAL TELEPHONE CO., ON BEHALF OF 
THE UNITED STATES INDEPENDENT TELEPHONE ASSOCIATION 


Mr. McF arity. Mr. Chairman and gentlemen of the committee, my 
name is Clyde McFarlin. I live in Montezuma, Iowa, a small country 
town of about 1,500 people. I am president of the local telephone com- 
pany that has about a thousand telephones. 

I appear here today in behalf of the United States Independent 
Telephone Association, which is a trade association that represents the 
non-Bell segment of the telephone industry. 

There are a great many people, particularly in the large cities, who 
do not know that there is any segment of the telephone industry ex- 
cepting the Bell. As a matter of fact, there are 11,000 cities and towns, 
most of them small, that are served by independent telephone com- 
panies in this country. There are about 5,100 companies. 
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Here is a map of the State of Iowa that shows the location and the 
number of independent telephone exchanges in my State. There are 
512 companies and over 700 exchanges. 

Mr. Exiorr. Did I understand the gentleman to say there are 5,100 
separate, independent telephone companies ¢ 

Mr. McFariim. You are correct. And we do serve—I want to em- 
phasize this point—geographically over two-thirds of the area of this 
country. So that when you compare the investment in our industry 
of a billion and a half with the $12 or $13 billion that the Bell System 
has, we, of course, are rather small potatoes in the industry. But when 
it comes to serving the people of the country, and particularly the rural 
areas, we are the most important segment of the industry because we 
furnish the telephone service to the small towns and to the farmers. 

Mr. Gwinn. Just give us a little further picture of the. system. 
You speak of a billion and a half in capital. 

Mr. McF arta. Yes. 

Mr. Gwinn. What does that mean in terms of employees? 

Mr. McF arian. We do not have statistics that are very accurate in 
our industry, but somewhere around 100,000, Congressman, 100,000 
employees. 

Now the great majority of these 5,100 companies are locally owned. 
Generally the stockholders and the subscribers are the same people. 
There are a few what we call group companies in our industry that 
own a considerable number of telephone companies, and are, by the 
standards of our industry, large companies, but, by the standards of 
ell, they would be rather small. 

The great ee of these 5,100 companies are small companies 
serving rural, agricultural communities. Our income has never been 
very large. Many of these companies have never earned an adequate 
return on their investment. As a matter of fact, a very large number 
of them have never paid a dividend. There is no intent of earnin 
any money to pay adividend. They are organized for the purpose o 
furnishing service, and they do that very thing. 

Living costs are smaller in the towns where I come from. And, 
while I live in a town of 1,500, my company is one of the larger tele- 
phone companies in the industry, with only a thousand telephones. 

Living costs are smaller in these small communities. It is possible 
for our employees to get along with less money than they require in 
New York, Philadelphia, or Chicago. So that they have gotten along 
very well on the wages we have been able to pay. And we have been 
able to charge our customers a reasonable rate for service so that any- 
one, almost anyone in our communities like the one in which [I live, 
is able to afford telephone service, and they do have telephone service. 

Mr. Ex.iorr. How do your rates generally compare with the Bell 
rates ? 

Mr. McFarurn. Well, it is rather difficult to compare them because 
Bell generally serves larger communities. They do not serve com- 
parable communities generally. I would say that they are probably 
lower than the Bell. But it is difficut to make a comparison because 
Bell is not in very many small communities. : 

Frankly, their rates range all the way from where we have service 
companies, from 50 cents a month up to $3 or $4 or $5 a month for a 
telephone. There are some higher rates, and none I know of that are 
lower. 
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Mr. Gwinn asked about the size of these companies. I do want to 
call your attention to the fact that out of the 11,000 exchanges over 
5,000 of them have less than 500 telephones. 

We appear here today in opposition to the increase in this minimum- 
wage rate because, like every other industry that has appeared before 
you, we think we have peculiar circumstances. 

’ The effect of any increase in the hourly rate would result in an 
increased cost to the telephone users, and I will explain that a little 
nore fully at length. 

It would impose an undue financial burden on the companies them- 
selves, and, gentlemen, it would cause a large number of telephone 
operators to lose their jobs. 

I would like to discuss the impact upon the telephone subscribers 
of any increase in the minimum rate, and I would also like to talk 
about the impact on the telephone companies themselves. 

You must bear in mind that any increase in the minimum rate hits a 
telephone company 24 hours a day. A manufacturing company can 
determine whether he will operate 8 or 16 or 24 hours a day. He may 
close down if he wants to. But we must operate 24 hours a day 7 daysa 
week 365 days a year, so that we are hit three times by every increase in 
the rate. 

I do not want to be in the position—and we are not in a position of 
paying substandard wages in our industry. In these small towns 
where we operate generally our wages are as great and, in most cases, 
greater than those paid by industries that compete with us for help, 
that is, competing industries such as the retail and service establish- 
ments, clerical work in the banks and in the stores and things of that 
sort. 

We have made some surveys, and our surveys indicate that we are 
paying as high or higher rates than other industries that compete for 
employees in the towns which we serve. 

Telephone employment is very much sought in small communities. 
The work is light and it is pleasant. They work a 40-hour week gen- 
erally. The surroundings are agreeable, and the wages are satisfac- 
tory. 

Recently we had occasion to fill 1 position as an operator in an ex- 
change, and we had 6 or 7 applicants, any one of which would hava 
been competent to have filled the position. 

In many of these small communities the telephone company fur- 
nishes living quarters for the operators. Frequently they are a family 
wile a — and wife, and they have living quarters, they have heat 
and hight. 

In small communities like where the chairman comes from people 
still have gardens in these small towns. A few of them still keep a cow. 
Some of them raise chickens. I can rent a houst for a third or a fourth 
of what a house of similar size would cost in Washington. Dental 
care and medical care are much cheaper than they are in the larger 
cities. These people go home to lunch. They do not have to buy their 
lunches. They walk to work. They do not have transportation costs. 

In passing, I might say that this thing of trying to impose a satis- 
factory minimum wage on the economy of this country is like that 
mythical character in ancient mythology who fit everybody to the same 
bed. Those that were too long he cut their feet off, and those that were 
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too short he stretched. That is the problem that you have in trying 
to adopt a minimum wage to the entire economy of the country, 

There is another reason that this falls on these small telephone com- 
panies in a rather difficult way. Outside of the railroad and the ex- 
press office and the bank, we are the only industry in the town that is 
determined by law to be engaged in interstate commerce. 

Now it is true that a lot of these companies do not have more than 
one interstate call a week, or maybe one a month. But the courts have 
held, and the Wage and Hour Administrator determined that because 
we have a physical connection with Bell we are engaged in interstate 
commerce. We submitted cases to him where there was less than 1 
percent of the income of the company that came from interstate com- 
merce. Yet he held that the rule of deminimus would not apply to 
telephone companies because we had physical connections with Bell. 

There has been a lot of talk in these hearings about the ability to 
absorb these increased wages from productivity. It may be possible 
for a manufacturing company to do that. We are a service company. 
There is no way that we can absorb any increase or that we can get the 
benefit of any increased productivity. We simply have a service to 
sell. Wesell it to our people. If Congress, by its act, raises our cost of 
operation, we have no recourse except to pass it on to our subscribers, 

It has been suggested by labor representatives that all we need to do 
is go to the regulatory commissions if you raise our rates 50 cents or $1 
a month, and that they will, of necessity, be required to increase our 
rates. 

Now if that were true, gentlemen, the Commission might fix the 
rate, but they cannot compel our customers to pay it. 

We have had some talk about pricing ourselves out of the market. 

Because of inflation there has been a very large increase in our costs 
since the war. Most of our companies have had several increases. 
We have just about come to the end of the rope where we can get 
increases. And it is going to be very difficult to pass on this increase 
to our subscribers even though it may be necessary to do so. 

I have some very short comments that I would like to read to you 
from some of our people throughout the United States when we asked 
them what the effect would be if this rate were increased to 90 cents 
or to $1 an hour. 

A company in Alabama says: 


It was necessary to obtain a rate increase when the minimum was raised to 
75 cents, and we met with a great deal of opposition. Today it would be next 
to impossible to obtain the consent of subscribers in such an action. Money is 
not that plentiful in the rural areas of Alabama. 

Mr. Exrtorr. Where is that company from ? 

Mr. McFartutn. Alabama. 

Mr. Extiorr. What company is it? 

Mr. McFarttn. I don’t know the name of the company. I can get 
it for the gentleman if he would like to have it. 

Mr. Exxsorr. I thought maybe you knew. 

Mr. McFartrn. A company in California writes: 


It should be expected that the public will resist any rate increase irrespective 
of the necessity for it. 
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Another one in Colorado says: 


They would be up in arms over a raise for that reason. Probably fight it to 
the end. 


A company in Georgia writes: 


We would be sure of losing one-half of our subscribers. To make a fact plain, 
the Public Service Commission of Georgia would have to give rates that pay the 
expense, and it would be impossible for our farmers in this area to pay such 
rates. 

Mr. Lanprum. Do you know what town in Georgia that comes 
from ? 

Mr. McF aruin. I do not have it here, but I could find it if the gentle- 
man needs it. ‘ 

A company in Louisiana said: 

Two-thirds would take them out, could not pay the bill. 

A company in Minnesota writes: 


These increases in wages applied to our 6,000 subscribers would mean an 
annual inerease of $15.50 and $24.50. We would lose telephones by the hundreds. 
Such an increase in cost of operating small rural exchanges is unthinkable. 

A company in Ohio writes: 

A rate increase of this kind would put us out of the telephone business. 


Those are only samples, gentlemen, of dozens and dozens of reports 
that we have had. 

It must be evident to you, because we do not produce and we are only 
a service company, that whatever you increase our operating costs we 
have to pass it on to the subscribers. And we just cannot. A good 
many of these companies would not be able to operate at all as manual 
exchanges, but would have to convert to dial. 

I have already spoken about the fact that a raise hits a telephone 
company 3 times a day because we operate in three 8-hour shifts. 

There is another factor that makes it very burdensome on telephone 
companies, and that is such a large percentage of our cost of operations 
is labor. For example, in an electric-power company it is somewhere 
between 16 and 25 percent. In manufacturing companies it is 40 to 
50 percent. But a telephone company runs anywhere from 60 up to 
&5 percent labor cost. ; 

So you see it squeezes us harder than it does some of the other 
companies. 

As further evidence of the fact that we are not able to stand this 
increase, I would like to call your attention to the fact that the annual 
gross revenue per telephone of the Bell System is $102.49. That is 
$8a month. Class A and class B independents, that is, those that have 
a $150,000 annual return, it amounts to $65.02 annually, and the class 
C independents—and that is what most of them are—$30 to $50 
annually. Sothat you can see this will be a very serious burden upon 
these telephone companies. 

The only recourse would be that these companies will have to go out 
of business, they will have to sell out, or they will have to convert to 
dial. And I would not be fair with you if I did not tell you that this 
conversion to dial, for economic and other reasons, is proceeding. But 
it will be accelerated at a much more rapid rate if you impose this 
increase in the minimum wage. 
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There has been a good deal of talk here about monopoly. Some of 
us have been disturbed, as I am sure you gentlemen have been, by cer- 
tain developments in the wage field in a certain industry. There are 
some smaller companies in that industry who have not yet gone 
through that phase of the wage developments. But there are many 
people who are apprehensive that the result of those things will be 
to make a monopoly so that there will only be 2 or 3 large companies 
in that particular field. 

If you add ‘an increase to the labor cost of these small telephone 
companies you again are, by enacting law, bringing about mergers 
and you are bringing about monopoly. And I might say to you that 
that is not a desirable situation in this country. 

There has been a good deal of talk about. the ability of these com- 
panies to absorb raises, as it was said was done in 1939 when the law 
was passed and we made these dire predictions, and then again in 1949, 
And again I call your attention to something the chairman men- 
tioned yesterday, and I think it is just as sound as it can be: Industry 
and Congress were bailed out by two wars. This law went into effect 
in 1938, and in 1939 the war broke out in Europe. We had an increase 
in 1949, and the Korean war broke out in 1950. 

This minimum-wage law only worked because of the fact that we 
had a war economy which brought about inflation. You just cannot 
legislate money into the pockets of employers to pay these wages 
when you increase the minimum rates; the employers must earn 
that money. They must get the money themselves. And you cannot 
do it by legislative fiat. And I submit to you that this law would 
have failed and would have been repealed had it not been for the fact 
that we have had two wars which have brought about inflation and 
have made it possible for this type of legislation to work. 

I heard the bell ring and it will soon be time for you gentlemen 
to go to your session. I would like to close by telling you that I know 
a company that has eight operators. When the Senate passed this 
bill to increase the hourly rate to $1 an hour that company immedi- 
ately solicited bids to secure equipment to convert that exchange to 
dial. Within 1 year’s time, or 15 months, that company will be con- 
verted to dial. Those operators will lose their jobs. They lived ina 
country county seat town, and they are married, most of them. They 
cannot get another job in that town. They cannot move away because 
their husbands are employed in that town, So that the net result will 
be that, because of the passage of that act, that telephone company is 
going to lay off eight employees, and they will be permanently unem- 
ployed in that community. 

Now it may be that this act is for the benefit of the worker, but I 
submit to you that if that is the net result of an increase in the mini- 
mum wage that that certainly is open to debate. 

I hope, gentlemen, that I have convinced you that our industry 
cannot absorb this rate. If you increase this rate you are going to 
make higher telephone rates for the customers of our companies. And 
our employees—a very large number of them—are going to become 
permanently unemployed because of the effect of passing such an act 
increasing the minimum hourly rate. 

I certainly appreciate your courtesy and attention. 
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Chairman Barpen. Thank you. 

Are there any questions ? 

Mr. Exxitorr. I would just like to say this: 

Down home the independent telephone exchanges are going ahead 
very rapidly toward putting in the dial system. 

Mr. McFarutn. That is correct. 

Mr. Exuiotr. And, as a matter of fact, the Government itself is 
loaning them money under the REA at 2 percent interest to do so. 

Mr. McFaruin. Yes, sir. 

Mr. Ex.iorr. Do you think the passage of this minimum-wage law 
that we are working on will hasten that any faster than it is now 
going ¢ 

Mr. McF aru. Yes, it will. The only limitation on it is their abil- 
ity to get the equipment. It is estimated that with our present manu- 
facturing capacity that it probably would take 10 years to entirely 
complete the conversion of the telephone exchanges, all of them, to 
dial. And I want to be fair with the committee and tell them that 
that is the inevitable result of the wage and hour law. It will simply 
hasten the thing. That is all. 

Mr. Exxiorr. Do you have any exemptions now under the wage-and- 
hour law? 

Mr. McFaruin. Yes, sir, we do. Companies which have less than 
. 750 telephones are exempt. 

Mr. Exuiorr. That would be the vast majority of your membership, 
would it not? 

Mr. McFarurn. Yes, it would. 

To be perfectly candid with the gentleman, there are about 750 
exchanges that are not exempt. 

Mr. Exszorr. In other words, there are 750 out of 5,100. Is that 
right? 

Mr. McFaruin. Out of 11,000. 

Mr. Exniorr. That is all. 

Chairman Barven. Did you mean 750 exempt, or did you mean all 
of them are exempt except 750? 

Mr. McFarutn. No; 750 that are exempt, approximately 750 
exchanges. 

Chairman Barven. And the others are under the act ? 

Mr. McFarttn. They are under the exemption, yes, sir. 

Chairman Barpen. Are there any questions? 

Mr. Gwinn. No questions. 

Mr. Smirx. No questions. 

Mr. Exuiorr. Mr. Chairman, before the witness goes I want to clear 
up this one thing. 

There are 5,100 independent telephone companies. 

Mr. McFarurn, That is companies. There are 11,000 exchanges. 

Mr. Exxtorr. 11,000 exchanges. 

Mr. MoFarurn. That is right. 

Mr. Exxiorr. And, of those 11,000 exchanges, 750 are exempt now 
from the operation of the wage-and-hour law? 

Mr. McF aru. No. It is the reverse. I am not sure but what I 
said that, but that is the reverse. 

Mr. Exxiorr. I wanted to get that straight. 
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Mr. McFartin. Let us put it this way: all but 750 are exempt. 

Mr. Exxiorr. In other words, out of the 11,000 exchanges, inde- 
pendent exchanges, 10,250 of them are now exempt from the operation 
of the wage-and-hour law. 

Mr. McFartin. That is correct. 

Mr. Exxiorr. And 750 are covered by the wage-and-hour law? 

Mr. McFartin. That is correct. 

Mr. Gwinn. What percentage of the business does that mean? 

Mr. McFaruin. That would be difficult, Mr. Gwinn, for me to 
answer. I could get those figures for you. But, just offhand, I would 
not be able to give them to you. 

Mr. Gwinn. Is it 10, 15, or 20 percent, would you say? 

Mr. McFarutn. I would say probably 15 percent. That is not 
even an educated guess; that is just a guess. If you had 1,000 phones, 
you see, there would be 750,000. And there are about 814 million 
phones. That would be a little less than 10 percent. 

te say it is a little larger than that, somewhere between 10 
and 15. 

Mr. Gwinn. How would you look upon a provision in this law, if 
we pass it, providing a commission or committee to hear your case 
for those 10 or 15 percent that are still hardship cases, in an effort 
to get the exemptions to cover all of them ? 

Mr. McFartty. Well, I have already expressed myself as the gen- 
tleman from Pennsylvania has. The difficulty of this law is its rigidity. 
A man has 749 telephones, Mr. Gwinn, and he is not under it. A 
man who has 751 is under it. And you are just chopping it off at an 
arbitrary place. You have to have some place. But anything that 
would tend to relieve this rigidity would be desirable. 

The difficulties of administration might be terrific. I don’t know 
about that. 

Mr. Gwinn. The public service commission in your area wants you 
and insists upon your furnishing telephones? 

Mr. McFartrn. Yes, sir, we have to do that. 

Mr. Gwinn. And you come up to the 750 mark and you hesitate. 
You don’t want to put on the 750. 

Mr. McFaruin. I am sorry to say, sir, I know some. telephone 
operators—and when I say operators I mean owners or managers— 
who just, for some reason or another, never could get that 750 tele- 
phonesin. They either did not have the telephones or the lines would 
not permit it or something. 

Chairman Barpen. Thank you, Mr. McFarlin. 

Mr. McFarury. Thank you, gentlemen. 

(Mr. McFarlin’s prepared statement is as follows :) 


PrePaRep SYATEMENT OF CLYDE McF'arRtin, CHAIRMAN, EMPLOYMENT RELATIONS 
CoMMITTEE, UNITED STATES INDEPENDENT TELEPHONE ASSOCIATION 


My name is Clyde McFarlin, and I live in Montezuma, Iowa. I am president 
of the Montezuma Mutual Telephone Co., a small locally owned independent 
telephone company serving approximately 1,000 stations. 

My appearance is on behalf of the United States Independent Telephone Asso- 
ciation, the national trade organization representing the independent telephone 
companies, or what is commonly referred to as the non-Bell segment of the 
industry. 
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The independent segment of the telephone industry is composed of approxi- 
mately 5,100 companies with about 11,000 exchanges. There are about 8% 
million independent telephones in the country. These independents serve 
approximately two-thirds of the geographical area of the country, with an 
investment about $14 billion. 

The great majority of the 5,100 independent telephone companies are locally 
owned and operated, and most of them own and operate only 1 exchange. There 
are in the independent telephone industry several so-called group companies, 
which are large companies by the standards of our industry, and there are 
some other group companies which operate a considerable number of independent 
exchanges, most of them in small communities. However, as I said before, the 
creat majority of the 5,100 independent telephone companies are small, locally 
owned, single exchange companies. These companies operate in small towns 
and rural communities which usually have little industrial development, and 
are therefore dependent upon the agricultural income of the community. Many 
of these companies have never been able to earn anything even approaching a 
fair return on the capital invested in them. Quite frequently the customers of 
the telephone company are also the stockholders. Many of them are operated 
for the primary object of furnishing telephone service with no effort made to 
earn a profit or pay a dividend to the stockholders. Because living costs are 
lower in these small communities their employees have found it possible to get 
along satisfactorily on wages which, while lower than those paid in large places, 
were sufficient to meet their needs under the relatively modest level of expenses 
which they incur where they live. In turn, the companies have been able to 
furnish telephone service to their customers at rates which almost everyone 
living in the community could afford to pay if they desired telephone service. 
In order that you may understand just how small these companies are I call 
your attention to the fact that about 8,000 of their exchanges have less than 
500 telephones each. 

We appear in opposition to the various proposals to increase the minimum 
hourly wage rate in any amount above 75 cents per hour. Any increase in the 
hourly rate paid operators above the present minimum would result in increased 
costs for telephone service to users; would impose an undue financial burden 
upon the smaller telephone companies which are subject to the provisions of 
the Wage Hour Act; and would cause a large number of telephone operators 
to become unemployed. 

I should like to discuss two phases of the proposed legislation as it affects 
telephone companies, employees, and the general public, namely: 

(1) The impact upon telephone subscribers in the form of necessary rate 
increases if an incréase in the minimum is legislated. 

(2) The impact upon independent telephone companies themselves, bear- 
ing in mind that because of their around-the-clock operations they are 
subjected to a wage increase three times a day, and also bearing in mind 
that a wage increase makes it necessary to increase wages all along the 
line in order to preserve wage differentials. 

At the outset, let me say that our industry generally is not paying, nor are 
we contending for, substandard wages. From time to time our industry has 
made surveys throughout the United States to determine comparative wage rates 
paid operators as contrasted with women employed in retail, sales, clerical, 
and secretarial work in the same communities. These surveys have indicated 
that wages paid telephone operators are equal to, and in many cases higher, 
than those paid in other businesses in the community which compete with the 
telephone company for labor. Telephone employment is greatly sought after 
in small towns because the work is light, employment is steady, and the sur- 
roundings are generally pleasant. While, dollarwise, rates of. pay to telephone 
operators in large communities are higher than in small communities, yet in 
actual purchasing value of wages paid, these operators fare as good as or better 
than those in larger communities. 

In many independent exchanges living quarters with heat, light, and other 
utilities are furnished to the operator, or operators. In many cases a family 
unit performs both the maintenance and operating functions of the exchange. 
Many of the major items involved in the family budget are cheaper in the small 
communities—rent for a 5-room house which would run $75 a month or more in 
cities is only $35 or $40 a month in small towns. Basic food, such as meat, dairy 
products, eggs, vegetables, and fruits are cheaper in the smaller communities 
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than in the larger ones. There are other economic advantages such as the 
ability of employees to go home to lunch, no transportation costs, cheaper 
amusements and medical and dental care. In most small towns almost every- 
one has a garden and a surprisingly large amount of the food required js 
produced in these gardens. 

I should also like to call your attention to the fact that in addition to the 
telephone company, the only other businesses in the community engaged in 
interstate commerce are the railroad company, the bank, and telegraph com- 
pany. The retail stores, garages, implement stores, and service trades are all 
exempt from the provisions of the Fair Labor Standards Act. 

I should also like to call your attention to the fact that in the very small 
companies, generally less than 1 percent of the income of these companies js 
derived from interstate business. These companies are held to be engaged in 
interstate commerce because of the fact that they have physical connection with 
the facilities of the Bell companies which are engaged in interstate commerce. 
Thus, in spite of the fact that only a nominal portion of the business is derived 
from interstate commerce, it has been held that the rule of de minimus does not 
apply to these telephone companies because of their physical connection with the 
facilities of the Bell System. 


ANY INCREASE IN HOURLY WAGE RATES OF OPERATORS MUST BE PASSED ON TO TELE- 
PHONE SUBSCRIBERS 


The income of telephone companies is derived entirely from compensation 
paid by subscribers for telephone service. The rates charged subscribers, there- 
fore, are fixed by operating costs and a fair rate of return upon capital invest- 
ment. Much has been said by the proponents of these various amendments seek- 
ing to increase the minimum hourly rate that it would be possible for the com- 
panies affected to absorb the cost by reason of increased productivity. While 
this might be true of companies engaged in manufacturing, such arguments have 
no validity when applied to telephone companies. We manufacture nothing 
but are only engaged in furnishing and selling services. There is, therefore, no 
way for our companies to absorb the increased cost. The number of operators 
required is determined by the volume of calls handled. Therefore, an increase 
in the calling rate increases costs without any corresponding increase in income. 

Due to the increase in wages and higher costs of telephone equipment, taxes 
and other costs, it has been necessary for our telephone companies to increase 
their subscriber rates, some of them several times since the end of the war. 

It has been suggested by witnesses appearing before this subcommittee that if 
companies require an increase in their rates in order to pay these increased wages, 
a State regulatory commission would be required. to approve their application. 
Theoretically this may be true, but because the price level generally has remained 
almost stationary for the past year, regulatory bodies are becoming most reluc- 
tant to grant any increase in rates. 

As a result, most of the small telephone companies are now earning consider- 
ably less than the 6 percent return on invested capital that is generally con- 
sidered as a fair return. Again, regulatory bodies may fix rates, but they cannot 
compel the customer to pay them. 

It is our belief that an increase in the minimum hourly rate to $1 per hour 
would make the cost of telephone service prohibitive in many of the smaller 
exchanges. 

We have asked the members of our association to determine what effect an 
increase in the minimum hourly rate would have upon the rates charged sub- 
scribers for service. I should like to give you a few of the comments that we 
have received in reply: 

A company in Alabama writes: “It was necessary to obtain a rate increase 
when the minimum was raised to 75 cents and we met with a great deal of 
opposition. Today, it would be next to impossible to obtain the consent of sub- 
scribers in such an action. Money is not that plentiful in the rural areas of 
Alabama.” [ 

A company in Arkansas writes: “Expect adverse public reaction due to small 
number of interstate business located in this area and a rise in the minimum 
wage of these businesses would produce only a very small increase in the income 
of the area’s total population.” 

A company in California writes: “It should be expected that the public will 
resist any rate increase irrespective of the necessity for it.” 

A company in Colorado writes: “They would be up in arms over a raise for 
that reason. Probably fight it to the end.” 
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A company in Georgia writes: “We would be sure of losing one-half of our 
subscribers. To make a fact plain the Public Service Commission of Georgia 
would have to give rates that pay the expense and it would be impossible for our 
farmers in this area to pay such rates.” 

A company in Illinois writes: “Small community—won’t stand higher rate— 
will take out phones.” 

A company in Iowa writes: “In our company (entirely agriculture area), there 
will be strong and bitter opposition to increasing all rates $0.75 per month.” 

A company in Kansas writes: “Since any raise in hourly pay of operators 
would be higher than local wages for like labor, the reaction would be severe and 
unpopular.” 

A company in Louisiana writes: “Two-thirds would take them out, could not 

yay the bill.’ 
' A company in Minnesota writes: “‘These increases in wages ‘applied to our 
6,000 subscribers would mean an annual increase of $15.50 and $24.50. We 
would lose telephones by the hundreds. Such an increase in cost of operating 
small rural exchanges is unthinkable.” 

A company in Ohio writes: “A rate increase of this kind would put us out of 
the telephone business.” 

A company in South Dakota writes: “Would have a loss of about 50 percent 
in telephones. Subscribers would not pay additional required to pay 90 cents 
to $1 per hour. Rates would have to be raised about double to what they now 
are. 

A company in Vermont writes: “Rate needed would be about 40 percent higher 
than highest rate now being changed in this State. Station removals would 
offset revenue thus gained.” 

A company in West Virginia writes: “We believe that we would lose 50 percent 
or more of our subscribers should we lose our present exemption and be forced 
to increase our rates to cover the increased cost of operating at a minimum wage 
of 90 cents.” 

A company in Wisconsin writes: “The 90-cent minimum will add $24 a year 
or $2 a month per telephone to 16 of our smaller exchanges that now have an 
average business rate of $5.60 per month. The $1 minimum will add $27 a year 
or $2.25 a month per telephone. These rates will make our exchange rates 
prohibitive in many cases.” 

It is evident from these comments that any increase in telephone subscriber 
rates due to increased wage rates would result in substantial customer resistance. 
If Congress increases the minimum rate, it will not be possible for many of the 
small telephone companies to continue without converting to dial operation with 
attendant decrease in number of operators required. 


THE IMPACT UPON INDEPENDENT TELEPHONE COMPANIES THEMSELVES OF AN INCREASE 
IN THE MINIMUM HOURLY WAGE RATE 


It must be borne in mind that a wage increase hits telephone companies three 
times a day, and there is no way by which the telephone companies can escape 
this burden because they operate on three 8-hour shifts. 

It must be borne in mind also that an increase of 25 cents an hour in the 
minimum hourly rate paid operators means that all operators must be paid an 
increase of that amount or more. In our industry, as in others, there are dif- 
ferentials in the operator hourly rates based on seniorities, skill, and other fac- 
tors. An inerease, therefore, in the minimum hourly rate from 75 cents to a 
dollar an hour would mean an increase of at least 25 percent in the total operator’s 
payroll. It may indeed be even more than that, because of increases in wages of 
still other employees made necessary in order to preserve differentials among the 
several employee classifications. 

In addition to the burden imposed on telephone companies by an increased 
minimum hourly rate, due to the fact that it hits the companies three times a 
day, there is an additional burden due to the fact that wages account for such a 
high percentage of the operating costs of telephone companies. Mr. William B. 
Robey, senior engineer of the Indiana Service Commission, said, “As we all 
know, wages account for a higher percentage of operating costs in the telephone 
business than in most others.” Wages of telephone companies run from 65 to 80 
percent of operating expenses, as contrasted with approximately 50 percent for 
railroads and 30 percent for electric utilities. 

As I have stated before, the smaller independent telephone companies have 
not been able to earn an adequate return from their investment during the past 
few years. Due to the demands for increased service and better service, inde- 
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pendent companies generally have been compelled to make large investments in 
plant, so that they now have an investment in telephone plant of over $1% billion, 
The demand for additional service and improvement in the quality of service 
remains unabated, so that the demand for additional capital continues. 

It is evident that telephone companies must have an adequate return on their 
investment if they are to attract equity capital. 

I have already spoken of the difficulty of passing on the additional costy of 
an increase in the minimum hourly wage rate to telephone subscribers, and 
the possibility that the companies might be required to absorb some of this in- 
crease themselves out of returns in many cases already inadequate. If this oc- 
curs, it will place serious obstacles in the way of securing adequate investment 
capital for independent telephone companies. The result will be that prospective 
telephone users will not be able to get telephone service, or in the case of present 
users, it will not be possible to upgrade their service as such subscribers 
desire. 

The subscribers of independent telephone companies in these smaller towns 
are unable to pay rates for service that subscribers in larger communities 
are willing to pay. 

The following per station revenues for the various revenue classes of 
companies may be of interest : 


Annual gross revenues per telephone 


Bell System 
Class A and B independents 
Cain Ty Tee oe a a ea 





It will thus be seen that the per station telephone revenues of our independent 
companies are far lower than those of companies which have the benefit of higher 
service rates because they operate in metropolitan centers and serve more 
people. 

I would not be candid with you if I did not tell you that many of the small 
telephone exchanges cannot continue to operate indefinitely without converting 
to dial. Inereased wage and material costs make it impossible for many 
exchanges to continue indefinitely to operate as manual exchanges, There has 
already been a marked increase in the number of manual exchanges being 
converted to dial each year. 

This conversion program would move at a faster rate if it were possible for 
manufacturers to furnish automatic dial equipment more rapidly. Presently 
all of such companies are increasing their facilities, and yet are unable to keep 
up with the demand for dial equipment. Passage of a bill increasing the 
minimum hourly rate in any amount, and particularly if the rate should be fixed 
as high as a dollar an hour, would result in a more rapid acceleration of dial con- 
version. Under the present rate of conversion, it requires from 1 to 2 years to 
obtain dial equipment after the order is placed. If the effective date of any 
amendment is made January 1, 1956, as provided in the bill as passed by the 
Senate, many telephone companies will suffer severe financial hardship before 
they can secure the equipment to convert their exchange to dial. 


CONCLUSION 


I should like to state in conclusion that we respectfully submit that economic 
conditions in the rural areas in which a great majority of the small telephone 
companies operate do not justify an increase in the minimum hourly wage rate 
in any amount above 75 cents an hour. Such an increase would result in an 
increase in telephone rates to subscribers, and would result in hardship upon 
the telephone companies themselves. It would retard increase in the capital 
investment which independent companies have been making since the war in 
furnishing telephone service to new subscribers and improving existing telephone 
service for present subscribers. 

Solicitor Rothman, of the Labor Department, has referred in his testimony, 
on page 8, to the impact of the increase to 75 cents in 1950. He said it was 
deemed necessary to exclude a substantial number of low-paid workers from 
the minimum wage, who had previously been covered by it presumably to avoid 
serious adverse effects on their employment and earnings. He said also, “It may 
be noted that the imposition of the 75-cent rate led to am enormous increase in 
the demand for learner certificates permitting rates below the minimum to pre- 
vent curtailment of employment.” On page 14 of his testimony he said, “The 
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disruptive effect on prices or unemployment of low-paid workers is invited by 
any increase above that figure” (90 cents). 

I can assure the members of this committee that if there is any increase in 
the minimum hourly wage rate the result will be to curtail employment of the 
telephone operators. We submit that operators presently employed in these 
exchanges would be better off with employment at their present wage rates than 
being unemployed. 

For example, I know of 1 exchange which presently employs 8 operators. 
With the exception of one operator, who has only recently been employed, their 
hourly rates of pay range from 90 cents an hour to 99 cents per hour. An 
increase of 25 cents an hour in the minimum rate, which would require begin- 
ning operators to be paid a dollar an hour would result in an increased labor cost 
of at least 25 percent to the company. This will be brought about because it 
will be necessary to retain differentials of pay based upon the years of seniority 
of the operators. When the Senate passed the bill fixing the minimum rate at 
$1 per hour, the officers of this company immediately asked for bids for dial 
equipment. This equipment will be installed in about a year. This will mean 
that these eight operators will lose their jobs and become unemployed. These 
operators, with one exception, are all married. Their husbands are employed 
or in business in the town where the exchange is located. To secure employment 
as telephone operators it will be necessary for them to go at least 20 or 25 miles 
away where toll operators are employed. Because of rotation of shifts, and 
split shifts it would not be practicable for them to attempt to commute such 
a distance. It would not be advisable for them to move to such a community 
because of their marital status, and the fact that their husbonds are established 
in this particular community. Nor is there any other employment which they 
could secure in this community. In all likelihoo’), there*ore, they would be 
permanently unemployed. They, individually, and the community would lose 
this payroll as a result of the amendment of the act. This is not an isolated 
situation, but will become common throughout the telephone industry. 

In conelusion, I respectfully submit that the facts demonstrate that the 
increase in the minimum hourly wage rate cannot be absorbed hy the telephone 
industry by increased productivity. This increase hits the telephone company 
three times a day. The nature of its business requires it to continue to operate 
on a 24-hour basis. That the end result will be that instead of operators bene- 
fiting by this increase in the minimum hourly rate, a large number of them will 
lose their employment in the industry. 


Chairman Barven. Mr. Sheskey, please ? 
Will you identify yourself for the reporter, please, sir? 


STATEMENT OF WILLIAM SHESKEY, ECONOMIST, NATIONAL SHOE 
MANUFACTURERS ASSOCIATION, NEW YORK, N. Y. 


Mr. SuHeskey. Mr. Chairman and members of the committee, my 
name is William Sheskey. Iam the economist for the National Shoe 
Manufacturers Association, which is located at 342 Madison Avenue, 
New York 17, N. Y. 

The National Shoe Manufacturers Association has as its members 
shoe manufacturers who employ over 75 percent of the workers in 
the industry who produce more than 80 percent of all shoes made 
in the shoe industry in the United States. Member factories are 
located in 37 States m every major region of the United States. These 
member companies range from the largest, employing about 30,000 
workers, to the smallest, employing less than 100. This association is 
the only national association representing manufacturers of all types 
of shoes produced in all regions of the United States. 

This association affirmatively approves increasing the minimum 
wage in the Fair Labor Standards Act to 90 cents an hour, but 
strongly opposes any increase beyond that amount. 

It is no answer to-say, Is it not desirable that every worker get at 
least $1 or $1.25? Few people would question the desirability of 

63489—55——67 
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higher earnings. But, in evaluating the wisdom of a minimum wage 
above 90 cents, a number of serious questions are raised which must 
be given careful consideration : 

1. How about the workers directly concerned? Will an employer 
be able to continue to employ workers to whom a law required him 
to pay more than he considered them worth ? 

2. What will be the effect on the wage structure as a whole? 

3. What will be the impact on costs, output, and selling prices’ 

4. Does the rise in the cost of living since the 75-cent minimum 
justify more than 90 cents? 

A minimum-wage law does not insure that directly affected workers 
will get at least so much per hour. It insures only that they are to 
get. at least so much or to be entirely eliminated from the payroll. 

The relevant question is: 

Of the workers getting less than 90 cents an hour, how many would 
employers get rid of if the law requires them to pay more than 90 
cents? 

In the country as a whole the proportion of workers receiving under 
90 cents is approximately 5.4 percent of the covered workers. The 
number of workers who receive under $1 is 8.7 percent of covered 
employment. If the wage floor were raised to $1 an hour there would 
be a direct increase of $560 million in the wage bill of covered indus- 
tries, which is seven-tenths of 1 percent of their total wage payments. 
A minimum of $1.25 an hour would affect 5 million workers, cost 
industry $2.3 billion annually in wages, and amount to 2.8 percent of 
ag ig of covered industries. 

e following is a summary of the percentage of workers in the 
shoe-manufacturing industry earning less than specified amounts an 
hour (source: Bureau of Labor Statistics) : 


. 216, 000 


The comparison above indicates that the impact of increased mini- 
mums will be much sharper on the shoe industry than industry as a 
whole. This will make it necessary for the shoe industry to institute 
a stringent labor cost-cutting program. 

The purpose of the minimum-wage law is to protect the lowest paid 
workers. Any minimum wage placed at a level which is so high that 
will make it economically indefensible for an employer to engage these 
lowest paid workers will defeat the purposes of the act. 

It is generally accepted that minimum-wage legislation will nat- 
urally provide basis for demanding upward readjustments of wage 
rates not directly affected, to restore the time-honored differentials 
in which above-the-minimum workers claim to have a vested interest. 
So an employer may have to restore the old differentials right across 
the board. The whole wage structure will be on higher levels. 

In the footwear industry, according to the Bureau of Labor Sta- 
tistics, the nationwide average hourly earning is $1.33; 19 percent of 
the production workers employed, or approximately 40,000 workers, 
are earning under 90 cents an hour; 29.7 percent, or approximately 
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60,000 workers, are receiving under $1 an hour; 54.2 percent, or ap- 
proximately 115,000 workers, are earning below $1.25 an hour. 

These figures suggest the importance of setting a minimum wage 
within the ability of a particular industry to absorb the increase. 

Invading the realm of earnings: a minimum-wage law should not 
be a substitute for voluntary wage determinations of employers and 
employees. The justification for a minimum-wage law is to provide: 
2 floor for those workers at the lowest level of our economy and is not 
and has never been designed to interfere with the forces of a free 
economy which tend to establish the earnings level in the Nation based 
on productivity and the force of demand and supply. 

All the forces that have directed our economy and have determined 
our wage rates and earnings should continue to play active roles. 
Minimum-wage legislation is only one of these forces. The minimum 
wage should not be so high that it is bound to be the dominant factor 
in the movement of all wage levels without regard to efficiency and 
productivity. 

We favor larger earnings for all workers but such earnings must, 
of necessity, be Kctarmaisted lop productivity and the ability of all seg- 
ments of the economy to bear the cost. 

In any minimum-wage discussion we cannot ignore the interdepend- 
ence of costs, output, and selling prices; these propositions seem self- 
evident : 

1. If the minimum wage is fixed at a level which the employer can 
absorb so that there is no reduction in the labor force, output will re- 
main the same and prices thereby will remain the same. 

2. If the minimum is to be higher than can be absorbed and if 
output is to remain the same, the labor force has to be maintained, 
which means higher prices because the additional cost will have to be 
passed on to the consumer. This means inflation. 

3. If the minimum is to be higher than can be absorbed and total 
cost is to remain the same, it means a smaller output because the labor 
force would have to be reduced. This means an increase in unemploy- 
ment. 

A cursory review of the relationship of cost to selling price in the 
shoe industry will indicate that a minimum wage in excess of 90 cents 
per hour will necessitate the passing along of these cost increases in 
the form of higher shoe prices to the consumer. It is probable that 
even a minimum of 90 cents will result in a price increase in many 
types of shoes, and any greater increases in the minimum wage will 
only further aggravate the situation. The shoe industry is historically 
one of the lower profit industries in the United States. Among the 
major industries, it ranks in the lower 10 percent in the ratio of net 
profit to net sales. A good proportion of the shoe industry’s rate of 
net profit to net sales is less than the proposed rate of increase in 
minimum wages. There is absolutely no possible absorption of these 
increases. This is also true of many other related consumer soft goods 
and service industries. 

Since the Congress increased the minimum wage to 75 cents, the 
Bureau of Labor Statistics’ Consumer Price Index has risen 13 per- 
cent. A 13 percent increase in the 75-cent minimum-wage rate would 
equal approximately 85 cents today. Thus, an increase in the mini- 
mum rate to 90 cents would adjust to the increase in the cost of living 





1034 AMENDMENT TO INCREASE THE MINIMUM WAGE 


and would permit some improvement in the position of the persons 
protected by the act. 

The BLS Index of Consumer Prices is a standard long advanced by 
labor to which wage increases should be tied. There is no reason to 
ignore that standard on this occasion. 

The minimum-wage law does not change the underlying realities 
that produced and sustained the old wage-rate differentials. It is im- 
possible to predict the speed with which general wage-rate readjust- 
ments will come about, the precise pattern they will follow or how far 
they will go. But those same old underlying realities can be counted 
on to reassert themselves to induce a spreading of upward change in 
wage rates from those directly affected by the minimum-wage law to 
others not directly affected. 

When these general wage-rate adjustments are imposed on our 
present wage structure, it will mean an increase of serious inflationary 
proportions. <A legislative increase such as this proposed increase has 
no relation to an increase in productivity. When wages are increased 
without corresponding increases in productivity, this results in greater 
consumer buying power and higher costs without an increase in the 
availability of goods. This can only lead to higher prices and lower 
real wages. 

Secretary of Labor Mitchell, in his statement before the Senate 
Labor Subcommittee on the proposed amendment to the Fair Labor 
Standards Act to increase the minimum wage, stated—and we agree 
with his position—that— 

Any increase which places on employers a requirement to absorb a wage cost 
greater than that required by 90 cents may seriously impair the ability of a 
competitive industry to adjust to the increase in cost. 

Thank you. 

Chairman Barpen. Thank you, sir. 

Mr. Metcalf? 

Mr. Metcatr. No questions. 

Chairman Barpen. Mr. Elliott? 

Mr. Exxiorr. No questions. 

Chairman Barpen. Mr. McConnell? 

Mr. McConnett. No questions. 

Chairman Barpen. Mr. Gwinn? 

Mr. Gwinn. Mr. Sheskey, I think you have made out a splendid 
case, as the witnesses before you. You heard them before you, did you 
not, from the newspaper field and the telephone field ¢ 

Mr. Sxeskey. Yes; I did, sir. 

Mr. Gwinn. Mr. Sheskey, you have shown that the shoe industry 
might be able to go to 90 cents. Is that not right? 

Mr. Suesxey. That is right. 

Mr. Gwin. But is it not unfair to all the others that we should 
shove them up to the same figure if they are going to be as badly off 
in their industry as you would be if we shoved this up to $1? : 

Mr. Suesker. I quite agree with you, sir, that each industry has its 
problems. And we take the position in coming here that we try to 
vive the picture to you of what would happen in the shoe industry. 
~ Mr. Gwinn. Thatis right. 

Mr. Surskey. We assume that all the other industries would take 
their proper course of action and inform you as to what would happen 
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to their industries. That is why we stuck strictly to our own propo- 
s)tion. 

Mr. Gwinn. In order to save each other, in the long run should we 
not try to save all? 

Mr. Sueskey. Well, naturally we should try to save all, I agree. 

Mr. Gwinn. By showing that this thing just is not workable, It is 
not a good law, is it? 

Mr. Sueskey. Well, we have taken the position that it is a going 
concern. And I do not think we even considered the possibility that 
unything would happen to the law except that there would be some 
changes made in the minimum wage. 

Mr. Gwinn. Should we not all fight a bad law in order to save any 
of us? 

Mr. Sueskey. Yes. If anyone assumes that a law is bad or comes 
to the conclusion, he definitely should fight it. 

Mr. Gwinn. Do you get any comfort in thinking that if we stop at 
0 for you this time we will do it the next time? 

Mr. Sueskey. No. 

Mr. Gwinn. I have no more questions. 

Chairman Barpen. I believe you arrive at your 90 cents by taking 
into consideration the amount of increased cost of living plus the 
productive factor. Is that right? 

' Mr. Sreskey. Well, yes. We did consider that to some extent. 

Really, I came here to speak for our association, and this 90 cents 
was hashed out after quite a long session with a group of people in the 
industry, after looking at all the costs and the picture concerned. 

Chairman Barpen. And you do not pretend to know all about every- 
hody else’s business ? 

Mr. Sueskey. That is right, that is perfectly right, sir. 

Chairman Barven. I have been very much interested in some of 
these textile people, particularly with the labor organizations who 
come in and know everything about everybody else’s business, and, of 
course, they will readily admit they know everything about their 
own. 

But I believe you are a little more cautious and judicious about the 
matter. You just say you represent your folks. 

Mr. Sueskey. That is right, sir. 

Chairman Barpen. Now anyone in any industry in a less advan- 
tageous position than you are in will be hit a little harder than you. 

Mr. Suesxey. That is right. 

Chairman Barpen. That is just bound to be right, is it not? 

Mr. Suesxey. I find it difficult to believe that anybody could be in 
worse shape than the shoe industry profitwise and still be in business, 
but I am sure there are some. 

Chairman Barpen. I am afraid so. 

I believe even in spite of that shoes have gone up fairly close to 100 
percent in the last 10 years, have they not? 

Mr. Sueskey. Well, it depends on what you are talking about. 

Chairman Barpen. What I am talking about is the shoe that I used 
to buy for $7.50 or $9 or $11 costs me $22.50 now. That is what I am 
talking about. 

Mr. Sueskey. But the average price of shoes that go to the con- 
sumer is no more than it was 10 years ago. 

Chairman Barven. Wait a minute. 
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I do not know where you come from, but do you mean to say I do not 
pay any more for my shoes now than I did 10 years ago? 

Mr. Suesxey. I did not say that at all, sir. I said the average price 
that the consumer pays is no more than it was 10 yearsago. And that 
has been brought about by the mix. 

Now, if you paid $10 for a pair of shoes 10 years ago, you probably 
pay $20 for the same pair of shoes now. ’ 

Chairman Barpen. That is right, $22.50. 

Mr. Suesxey. But in those 10 years the nature of what a shoe is 
has changed a great deal, particularly in the women’s industry. You 
have the play shoes and the soft-soled and all those types of shoes. I 
am saying today that the average price of shoes is about the same as it 
was 10 years ago. In other words, there are more shoes sold in the 
$5-to-$6 class than in any other area. 

Chairman Barpen. In this women’s shoe business you have just 
learned how to fool women and put about five little straps around here 
with no heel and a bump on the bottom of it, and you call that a shoe. 

Mr. Suesxey. Yes, sir; that is right. And they buy it. 

Chairman Barpen. How do you sell them for so much? How in 
the world they sell my wife the kind of shoes she buys for what she 
pays for them I will never understand. 

Mr. Suesxey. We only thank God that we have them. 

Chairman Barpen. You are pretty good psychologists, I will say 
that. 

I find myself liking the way you arrive at this 90 cents. 

Have you predicted just what might happen to your industry with 
a dollar and a quarter? 

Mr. Sueskery. Well, of course, it would place us in a very serious 
condition. We have looked at it. However, we have not done any 
extensive studying at.all. But it definitely would lead to considerable 
unemployment. And 54.2 percent of our people are now making less 
than that, which would mean an upward adjustment immediately for 
over half of our workers. 

And, of course, in an industry like the shoe industry, which is a fab- 
ricating industry actually, you have various levels of skills as the 
shoe is put together. All these people are on an incentive plan. And 
it means that if you raise the lowest-paid worker in your plant 1 nickel 
everybody in that plant is going to be asking for the same differential 
they have had in the past. And they expect to get it. They do not 
think about what he is earning; they think about how much more they 
are making than he is, and how that differential has been narrowed. 
That is their approach to this problem. And it would seriously 
affect our industry. 

Chairman Barpen. Well, I am afraid of that. Because you cannot 
take any more straps off the ladies’ shoes. And what I think you are 
going to start doing is to commence working on men’s shoes. And 
that, will be bad. 

Mr. Sueskxey. That is our next step. 

Chairman Barpen. You would be creating a black market, because 
I am going to buy enough to last me for a while. I am not going to 
wear those shoes with straps. 

Thank you very much, Mr. Sheskey. 

Mr. Suesxey. Thank you very much, gentlemen. 
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Chairman Barpen. I am trying to work out something so we will 
not inconvenience the witnesses. Let us see if we cannot convene the 
committee at 1:30, 

Mr. Mereatr. Mr. Chairman, just before we recess, on the request 
of the gentlewoman from Oregon, I ask unanimous consent that the 
statement of Mrs. Elizabeth S. Magee be inserted in the record at this 

yoint. 
Chairman Barven. Without objection, that may done. 

(The statement referred to follows :) 


STATEMENT OF Mrs. ELIZABETH S. MAGEE, GENERAL SECRETARY OF THE NATIONAL 
CONSUMERS LEAGUE 


The National Consumers League was founded over 50 years ago for the purpose 
of enlisting consumers’ interest in their responsibility for the conditions under 
which goods are produced and distributed and through investigation, education, 
and legislation to promote fair labor standards. Minimum wage has been a major 
concern of the league since its organization. We sponsored the first laws adopted 
in Massachusetts in 1912, and in Oregon and California in 1913. These laws 
applied only to women and minors, and did not provide a statutory wage, leaving 
to minimum wage boards the recommendations for minimum rates for specific 
trades and industries. When the constitutionality of these laws was challenged 
in the courts, the Consumers League undertook the responsibility for their de- 
fense. Mr. Louis Brandeis, before he was elevated to the Supreme Court, gave 
his services to the league in conducting this defense, and prepared a series of 
briefs beginning with the one in the Oregon case in 1914 (Stettler v.O’Hara). The 
constitutional controversy was not finally settled until 1987 when the Supreme 
Court upheld the minimum-wage law of the State of Washington (West Coast 
Hotel v. Parish). 

In the following year the Fair Labor Standards Act was adopted by Congress, 
thus extending the principle of minimum wage to workers all over the Nation. 
It set a new pattern in providing a basic minimum rate with an escalator clause 
and with provisions for industry committees formed on a tripartite basis, and 
empowered to recommend minimum-wage rates higher than the statutory rate. 
In addition and very important, the law applied both to men and women. 

When the act was amended in 1949, the industry committee section (section 8) 
was made applicable only to Puerto Rico and the Virgin Islands, and there was 
no provision for administrative increases on the mainland. Therefore, it becomes 
necessary for the Congress periodically to review the law and to bring it into line 
with changed economie conditions. 


MINIMUM WAGE SHOULD BE A LIVING WAGE 


Your committee has been given statistical material on the cost of living. The 
mechanics of preparing budgets and measuring changes in cost of living has been 
greatly improved since the early days of minimum wage budgets for women. 
Many of these were the result of a kind of guesswork, and they failed miserably 
in representing what was actually required for a woman to live on her own. One 
of the early Massachusetts budgets, for instance, prepared in 1919, included 15 
cents for medical care, weekly, and 11 cents for religion : The modern budgets both 
for families and for individuals are geared to actual experience, and reflect more 
accurately what it really costs to live. 

Now that we have learned to make these estimates of living costs, our basic 
difficulty is that minimum wages do not reflect what has been learned. If mini- 
mum wage protection is to be effective, the rates should bear a realistic relation- 
ship to what it actually costs to live. For example, most of the recent budget 
studies made by State labor departments would require a wage of at least $1 an 
hour on the basis of a 40-hour week. The latest study made by the New York 
Department in 1952 sets $2,442 as the cost of living for a self-supporting woman, 
requiring $1.17 an hour for 52 full weeks. In spite of these facts, minimum wage 
orders in the States, with very few exceptions, do not go above 75 cents and many 
are lower. 

The reason for this lag, as all of us know who have struggled to raise minimum- 
wage rates in the States, lies in the active resistance on the part of employer 
groups to inerease rates. It is due also to the fact that once having set a mini- 
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mum rate, it is easy to adjust it by applying the percentage increase in cost of 
living, thus petpetuating the inadequacy of the earlier rate. This is what the 
administration has done in proposing 90 cents as the proper minimum: The 75. 
cent rate was admittedly not adequate in 1949; the injustice is compounded by 
applying the cost-of-living increase, and by ignoring other factors such as pro- 
ductivity and changed patterns of living. 

The result of the compromise with the principle of the living wage is that 
the industries which are allowed to pay substandard wages are being subsidizeq 
either by the families of workers, by community agencies or by the Government. 

Mr. Justice Stone, in his dissenting opinion in the Tipaldo case, had this to say 
on this point: : 

“In the years which have intervened since the Adkins case we have had oppor- 
tunity to learn that a wage is not always the resultant of free bargaining between 
employers and employees ; that it may be one forced upon employees by their eco- 
nomic necessities and upon employers by the most ruthless of their competitors, 
We have had opportunity to perceive more clearly that a wage insufficient to sup- 
port the worker does not visit its consequences upon him alone; that it may affect 
profoundly the entire economic structure of society, and, in any case, that it 
casts on every taxpayer, and on government itself, the burden of solving the prob- 
lems of poverty, subsistence, health, and morals of large numbers in the com- 
munity. Because of their nature and extent these are public problems. A genera- 
tion ago they were for the individual to solve; today they are the burden of the 
Nation. I can perceive no more objection, on constitutional grounds, to their solu- 
tion by requiring an industry to bear the subsistence cost of the labor which it em- 
ploys, than to the imposition upon it of the cost of its industrial accidents.” 

We should soon move in the direction of providing a minimum wage which 
really represents living cost. The $1.25 proposed in a number of House bills 
can be justified on that basis. 

The wages of women still present a special problem, as indicated in the figures 
released by the United States Department of Labor regarding factory workers’ 
earnings (Bulletin No. 1179, Factory Workers’ Earnings: Distributions by 
Straight-Time Hourly Earnings, April 1954, pp. 18 and 19). Whereas only 6 
percent of men production workers were paid less than $1 per hour, 23 percent 
of the women production workers were in that category; and while 13 percent 
of the men received less than $1.25, 51 percent of the women were paid less than 
$1.25. The differentials are due in part to the large proportion of women em- 
ployed in unskilled and semiskilled jobs. Primarily they reflect the fact that 
a smaller proportion of women are organized in trade unions, and therefore in 
a poorer bargaining position than men. 


COVERAGE SHOULD BE EXTENDED 


Although we understand that your committee is at this time planning to con- 
sider only the increase in the minimuni wage rate, we wish to put in the record 
our belief that the coverage of the act should be substantially extended. This 
can be done through amending the basic definition by adding the words “activi- 
ties affecting commerce,” and also by removing existing exemptions. It was 
perhaps understandable that when the law was being enacted in 1938 it was 
thought necessary to write in certain exemptions. It is indeed deplorable. how- 
ever, that in 1949 the coverage, instead of being widened, was narrowed by 
stricter definitions of retail and local establishments, and by still further exemp- 
tions. This discriminates against many of the groups which most need the 
profection of the law. We favor widening the definition to include all estab- 
lishments which can be covered under the commerce clause of the Constitution. 

Among the exemptions which we hope will be eliminated are those for plants 
processing fish products, for telephone exchanges with fewer than 750 sub- 
scribers, and for industrialized agriculture: we hope also that the exemption 
of overtime rates in canneries will be removed. 

Telephone exchanges.—When the act was adopted in 1938, it carried an exemp- 
tion for operators in public telephone exchanges which had fewer than 500 sub- 
scribers. I remember the debate in Congress in 1949 on the request to raise 
the exemption to 750. The argument used was that farmers had become more 
prosperous and therefore more of them had telephones. Therefore, these com- 
panies should continue to be exempted. It was hard to see the reasoning in- 
volved in the claim that telephone companies whose business was expanding 
were still unable to pay a living wage. 

Canneries.—Canneries are allowed two overtime exemptions in the present 
law. One in section 7 (c) denies to canners and packing-shed workers any 
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overtime payment for 14 weeks in the year. The second exemption in 7 (b) (3) 
provides 14 more weeks during which seasonal industries need not pay overtime 
until after 12 hours a day and 56 hours a week. The result is that canneries 
have found it possible to work for 28 weeks in the year without overtime pay. 

Government studies of the canning industry show wide divergence in wages 
paid, indicating differences in efficiency. The best managed canneries are able 
to pay high wages and overtime and still compete with low-wage units. The 
Consumers League of New Jersey pointed out in a recent statement: “There 
seems no good reason why workers in food processing should not get the same 
minimum rates, including time and one-half for overtime, required by law in 
other industries. It is not a poverty-stricken industry. 

“It has produced some enormous concentrations of wealth right here in New 
Jersey. The usual argument is that the hours must be long in the busy seasons 
pecause the food processed is perishable. But human health is likewise perish- 
able, and the fact that the work is seasonal does not make it any easier for the 
workers to live deprived of the opportunity to earn time and a half for overtime 
in the busy season. 

“If any differential were to be allowed, logic would seem to indicate a higher 
rate in a seasonal industry of this kind to compensate for low earnings in the 
slack season. We would like to see these overtime exemptions removed from 
the Fair Labor Standards Act.” 

We agree. Work during the peak season is exhausting. Many workers have 
periods of unemployment or, slack hours when the peak is over and they are 
entitled to extra remuneration for the long hours employed. 

Commercialized agriculture —We endorse strongly the proposal contained in 
some of the bills before you for eovering workers in commercialized agriculture. 
the so-called “factories in the field.” The products of these enterprises move in 
nterstate commerce, and the setting of minimum wages for these workers would 
be a significant move in the direction of raising the status of all farm labor. 

The President’s Commission on Migratory Labor made a study in 1951 of 
agricultural and industrial wage rates, which showed the widening inequity 
in wages paid to hired farm labor and factory labor. Comparing the hourly 
earnings of farm laborers and factory workers, the Commission found that 
during 1910 to 1914, the period selected by Congress as the base for the farm 
parity price system, farm wages were two-thirds of factory wages. In 1950, 
while factory workers’ hourly earnings averaged $1.45, farm workers’ hourly 
earnings averaged 55 cents or only a little over one-third. The Commission 
pointed out further that nationwide averages tell only part of the story. Unlike 
industry, where geographic wage differentials are becoming progressively nar- 
rower, geographic differentials in farm wages have actually widened. The 
Commission considered it significant that the regions in which farm wages are 
well below the national average are the regions containing the States in which 
the major portion of the postwar foreign labor contracting has centered. (Mi- 
gratory Labor in American Agriculture, report of the President's Commission on 
Migratory Labor, 1951, pp. 130-133). 

The Congress has before it the proposal to make permanent Public Law 78, 
the statute which provides for the admission of Mexican contract labor. We 
are against this proposal, and believe that the renewal should be for only a year 
at a time, while constructive measures are undertaken to enable more American 
workers to be employed in these jobs, thus reducing the need for foreign labor. 

One such constructive measure is the provision of minimum wages. Many of 
the reputed shortages of labor in the areas using contract Mexicans are arti- 
ficial shortages, because of the low wages offered for the jobs. Moreover, this 
situation forces many American citizens to migrate in order to find jobs with 
decent wages. 

It was considered for many years that labor legislation could not be applied 
to agricultural workers. But the situation has changed materially. It is no 
longer the one “hired man” in the family farm who is involved. We are begin- 
ning to cover agricultural workers in workmen’s compensation laws in several 
States; we now have some farm workers included in old-age and survivors in- 
surance. Minimum wage for this group is the logical next step. We hope that 
your committee will give serious consideration to including these workers. What 
is good for one group of American workers is good for all. 


Chairman Barpen. We will adjourn until 1: 30. 
(Whereupon, at 12:15 o’clock p. m., a recess was taken until 1: 30 
p. m., this same day.) 
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AFTERNOON SESSION 


(The committee reconvened at 1:45 p. m.) 
Chairman Barpen. Mr. Field? 


STATEMENT OF MAXWELL FIELD, EXECUTIVE VICE PRESIDENT, 
NEW ENGLAND SHOE & LEATHER ASSOCIATION, BOSTON, MASs. 


Mr. Frevp. Mr. Chairman and gentlemen, I am Maxwell Field, the 
executive vice president of the New England Shoe & Leather Associa- 
tion, in Boston. 

You have heard Mr. Sheskey’s statement on the shoe industry this 
morning. I have had copies of our statement available for distribu- 
tion to the members of the committee, and for that reason, to conserve 
your time, gentlemen, and not to repeat the major statements made by 
Mr. Sheskey, I will refrain from reading the brief which our associa- 
tion has prepared for your consideration and study. 


Chairman Barpen. You would like to have it included in the 
record ? 


Mr. Frevp. That will be fine, Mr. Chairman. I will appreciate that. 
Chairman Barpen. It may be so included. 
(The statement referred to follows :) 


PREPARED STATEMENT BY MAXWELL FYevp, Execurive VICE PRESIDENT oF New 
ENGLAND SHOE AND LEATHER ASSOCIATION, Boston, MAss. 


The New England Shoe and Leather Association favors an increase in the 
minimum hourly wage under the Fair Labor Standards Act from 75 to 90 cents. 
Our association is opposed to any increase above 90 cents. 


REPRESENTATION OF THE NEW ENGLAND SHOE AND LEATHER ASSOCIATION 


The New England Shoe and Leather Association’s membership numbers »)- 
proximately 425 firms engaged in shoe manufacturing, tanning, and an allied 
trades. During 1954, shoe manufacturers in the New England States produced 
over 194 million pairs of shoes and slippers, or 37 percent of the 524 million pairs 
produced in the industry. Association shoe members, we estimate, produced 95 
percent of the New England shoe output. We further estimate that all our 
members employ approximately 125,000 workers. 


ASSOCIATION COMMENTS ON THE MINIMUM WAGE QUESTION 


Our members hold to the view that higher earnings should come about as the 
result of increases in productivity and not as a result of raising the minimum 
wage rate. 

It is axiomatic that a minimum wage is designed as a “floor” in earnings to 
provide a minimum standard of wages. This has been one of the major o}jec- 
tives of the Fair Labor Standards Act ever since its original passage. 

It is also important to consider any change in the minimum wage in relation 
to the pattern of cost-of-living. An increase from 75 to 90 cents would more 
than compensate for the increase in the cost-of-living index since the 75-cents 
figure became effective in January 1950. The cost-of-living index has risen 13.5 
percent since that time. A new 90-cents minimum would provide a 20-percent 
increase. A dollar minimum, on the other hand, would result in a 35-percent 
increase. 

It is common knowledge that when a wage floor is raised, the entire wage 
structure is also adjusted to maintain existing differentials between skills. 


EFFECT OF A 90-CENT MINIMUM HOURLY WAGE ON THE NEW ENGLAND SHOE INDUSTRY 


In view of the fact that the latest Bureau of Labor Statistics comprehensive 
report on the shoe industry is over 2 years old, the New England Shoe and Leather 
Association undertook to obtain up-to-date statistics on the anticipated impact of 
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a 90-cent minimum. Fifty-seven percent of the association’s shoe’s manufactur- 
ing members employing 42,522 workers were surveyed. The results of this 
tabulation are listed. 
New England shoe workers paid less than 90 cents per hour in April 1955 
TABLE 1—BY STATES 





New Massa- New 








| England | | chusetts | Maine Hampshire 
| 


Danis i _ 


So ieee 


Number of firms -._ -- . ee en : 150 | 101 | 31 17 

Production workers, total__.__- Ccababise yak 42, 522 21, 739 10, 425 9, 868 

Earning less than 90 cents per EERE ae ae 4, 172 1, 342 1, 536 1, 204 

Percent under 90 cents per hour es ‘ 9.8 6.2 | 14.7 13. 1 
i | 


TABLE 2—BY KIND OF SHOE 


! } 
Total J Men’s | Women’s Other 








Number of firms. ------- Cilit eo 2tuNe. Re. I 5 3 85 
Production workers, total_ 2, ¢ 22, 385 
Earning less than 90 cents per hour hal ; 2, 336 
Percent under 90 cents per hour . 8.8 10. 4 





! Ineludes.one Rhode Island firm. 


Many New England shoe firms are already paying minimum-wage rates much 
higher than the present 75 cents. These rates have been established through 
collective bargaining or are paid voluntarily by the manufacturers. 


EFFECT OF A DOLLAR MINIMUM WAGE 


In order to determine the possible effect of a minimum wage of $1 per hour on 
shoe workers, our association undertook another survey of its Maine and New 
Hampshire shoe members. This analysis was limited to these two States because 
of the greater ratio of employees in the lower wage brackets than for Massa- 
chusetts (please refer to table 1). The results of this survey (which covers 83 
percent of the Maine and New Hampshire shoe workers as listed in table 1) 
are shown below. 


Tasie 3.—By States 





New 
Hampshire 


Maine 








Number of firms 


Earning less than 90 cents per hour 

Percent under 90 cents per hour __--- ay 

Earning 90 cents but less than $1 per hour. 

Percent between 90 cents and $1 per hour 

Production workers below $1 per hour_-___.......-..-_.--.-- : 
Percent below $1 per hour . 











From the above table, it is obvious that any increase in the minimum hourly 
wage will affect a great number of employees. If the minimum were to be 
raised to $1 per hour, the net result would directly affect a percentage of 
shoe workers so large as to have a disruptive effect on the wage structure of 
the industry. The net result will certainly be a substantial increase in labor 
costs which will inevitably cause higher retail prices for shoes. 


EFFECT OF HIGHER THAN 90-CENT MINIMUM WAGE 


Any minimum hourly wage above 90 cents would involve relatively a much 
larger number of workers in the shoe industry. The average hourly wage of 
shoe-workers throughout the country was $1.34 in April of this year, the most 
recent information available from the Bureau of Labor Statistics. The impact 
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of a minimum wage above 90 cents would be felt broadly throughout the industry, 
It is our considered opinion that a minimum in excess of 90 cents could con- 
ceivably cause serious unemployment of marginal and older shoe production 
workers who could not earn on a piecework basis (the industry’s basic method 
of wage payment) the amount set as the minimum under the Fair Labor Stand. 
ards Act. Slow or inefficient workers would be laid off because their rate of 
production on piecework would not yield earnings equal to or in excess of the 
minimum prescribed by statute or by a collective-bargaining agreement. In- 


creasing the minimum wage beyond 90 cents could result in unemployment in 
this way. 


SUMMARY 


An increase in the minimum hourly wage from 75 to 90 cents per hour is not 
unreasonable in our present economy. Any figure beyond 90 cents, however, 
should be established through the normal patterns of collective bargaining, in- 
creased productivity, ‘and improved efficiency. Legislative action—if taken to 
extremes—can stifle business activity and cause serious industrial repercussions. 

The New England Shoe and Leather Association, therefore, respectfully re- 
quests this committee to recommend an increase in the Fair Labor Standards 
Act minimum hourly wage to 90 cents and to reject any minimum above this 


level. 

Mr. Fretp. Our association joins with the Shoe Manufacturers 
Association in a united position of favoring the administration’s 
proposal of a 90-cent minimum-wage rate. And we are very strongly 
opposed to any rate above the 90-cent level. 

I will try to explain the reasons for our recommendation, which 
certainly for our industry we feel are well founded. They are based 
on economic fact and also a recommendation made not only in the 
best interests of our own industry, gentlemen, but in the interests of the 
American public. 

Mr. Exasorr. Mr. Chairman, let the gentleman explain a little bit 
about what his industry is, just at this point. 

Mr. Fievp. Fine, sir. The New England Shoe and Leather Asso- 
ciation represents 425 manufacturers of shoes, leather, and allied 
products, within the New England States. We number in our mem- 
bership roles 275 shoe manufacturers, who produce 95 percent or more 
of all the shoes made in the New England region. 

Our region produces 37 to 40 percent of all the shoes made through- 
out the country in all shoe-producing States. 

So we are a very important factor in our industry. 

We have one further characteristic that I am sure will interest you, 
gentlemen, and that is that our membership, the manufacturers within 
our region, are made up by and large of small- to medium-sized 
concerns. With one exception, we have no large companies whose 
main offices and plants are located within New England. 

Mr. Exxiorr. What is the average-sized plant? 

Mr. Frexip. The average-sized shoe factory is a company that oper- 
ates about 200 to 250 workers. A plant operating fewer than 250 
would be a small-sized concern. 

Chairman Barpven. Do I understand that you have other leather- 
workers ? 

Mr. Fretp. Yes, besides shoe workers. 

Chairman Barpven. Handbags and suitcases? 

Mr. Frievp. No, just workers in plants who produce items needed 
in the manufacture and processing of footwear. For example, in 
New England, all the large shoe machinery companies are located, 
and we have plants that produce leather, and we have plants that 
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produce, heels, both wood and rubber heels that go onto shoes, and 
shoe laces; everything down to the textile linings inside the men’s 
and women’s shoes. 

Chairman Barpen. And what would you regard as a really small 
operator ¢ 

Mr. Frevo. We have several of our members who do a wholesale 
business that have 10 workers; and our largest has 4,000 workers. 
The smaller companies do not manufacture shoes as such. Outside of 
a hand operation, a custom type of a plant, you cannot make shoes 
unless you have from 50 to 250 workers in the plant. A large-sized 
plant will have up to 500 to even 1,000 workers in a factory. We 
have a factory, actually, in New England, where they have 1,200 
workers in one factory, in the city of Boston, Mass. 

Now, that is an extreme instance, or an exception, of a very large 
factory. 

Mr. Lanprum. Is that the exception to which you refer? 

Mr. Frevp. That istheexception. There is one which in 12 different 
factories has a total employment of 4,000 workers. 

Chairman Barpen. In your factories in Boston, 90 cents would not 
affect them, anyway. 

Mr. Frevp. No, sir; because the present minimum would be that. 

Mr. FrevineHuysen. Mr. Chairman, I just had a brief question to 
ask Mr. Field. 

In connection with the maintenance of differential, I notice in your 
prepared statement you suggest that when a wage floor is raised the 
entire wage structure is also adjusted to maintain existing differentials 
between skills. 

We have had a number of witnesses appear here who say that as a 
practical matter a sizable increase in the minimum would result in a 
flattening out of the wage differentials which presently exist, and that 
that is not a particularly disadvantageous situation. 

Is it your feeling that there would be an attempt to maintain a 
wage differential, and that it should be maintained, and that that is 
one of the reasons why this is a serious problem as it affects your 
industry ¢ 

Mr. Frevp. That is exactly our position. Economic factors, col- 
lective bargaining, law of supply and demand, would be such that we 
must have skilled, semiskilled, and unskilled operators in our plant; 
and that the differentials, the relative rates between the unskilled and 
the semiskilled, and between those two groups and the skilled, would 
be maintained. And that was certainly true when the minimum rate 
was raised to 40 cents, and it was also true when the rate was further 
increased to the present 75-cent level. 

Mr. Fretincuuysen. What would be the result if the employer did 
not have the financial capacity to maintain the wage differential, and 
he applied what capacity he had to increasing the minimum wage? 
Would that result in dissatisfaction and people leaving employment; 
that the more skilled workers would leave employment and seek 
employment elsewhere? Or what would be the result? In other 
words, the higher up it is, the bigger the wage bill, and the less like- 
lihood that there would be the financial capacity to increase the wages 
all along the line. 

Mr. Frevp. That is right. 
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Mr. FRELINGHUYSEN. But if there was not enough capacity, what 
would be the result ? 

Mr. Frevp. Well, to answer that question properly, I would have 
to state that a manufacturer, any group of manufacturers, who could 
not pay the required minimum rate and the necessary increases in the 
rates to their other workers, would be faced with a competitive situa- 
tion where, first, they would probably have to move to another area, 
or change their type of products, in order to continue operating. 

Now, I am not sure that that specifically answers your question, 
but the competitive forces are such that in the established shoe centers 
no manufacturer can operate out of the established level of rates for 
the different skills required in producing shoes. 

Mr. Fre_incuvyseN. In your opinion, it would be highly desirable, 
insofar as it is possible, to maintain the wage differential which 
presently exists? 

Mr, Fretp. Exactly. And we know, based on studies made among 
cur members, that the 90-cent rate—actually, a rate even lower than 
90 cents, but certainly up to the 90-cent rate—would have some ad- 
justments to maintain the differentials, but that those increases would 
not. be so great as to seriously affect the future operations of our 
manufacturers, or seriously affect the number of workers on our 
payrolls. And we, as an industry, have some 230,000 shoe workers in 
the country, and there are onother 100,000 workers employed in other 
industries, manufacturing products needed in processing and pro- 
ducing shoes. 

Mr. Frevincuursen. Thank you, Mr. Chairman. 

Mr. Fret. Now, if I may continue, gentlemen, I would like to point 
out that a minimum wage is designed as a floor in earnings to provide 
a minimum standard of wages. And that has been a major objective 
of the Fair Labor Standards Act. 

We feel that an increase from 75 cents to 90 cents is justified by 
the actual increase in the cost of living, since January 1950, when 
the 75-cent rate was established ; because there the actual cost of living 
index, as established by the United States Department of Labor, 
represents an increase of 1314 percent; and with a 90-cent minimum 
wage, what is being proposed is an increase of 20 percent. 

Now, should a dollar minimum be established, we would be faced 
with an increase of 33 percent. And, of course, an increase to $1.25 
would mean an increase of two-thirds over the current real minimum. 
And we maintain that any increase, any increase so substantial as 
being above the 20 percent increase, at least for our industry, would 
result in economic hardships that are not warranted at the present 
time. 

Now, we have surveyed our members, and we have included in the 
¢tatement which now appears in the record, and which is before you 
gentlemen, the following facts. And I will merely summarize the 
results of two surveys that we undertook: The first in April of this 
year, when we surveyed 150 of our manufacturing companies, shoe 
manufacturers, who employed at that time 42,522 workers. And we 
established that the overall increase for our New England area was 
the minimum rate raised to 90 cents per hour, an average of 1° 
percent. And that varied from a low of 6 percent in the State of 
Massachusetts to 15 percent for the State of Maine. 
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The gentleman this morning testified that the Government statistics 
indicated that the overall increase for our entire industry would be 
closer to 19 pereent. 

We further reexamined the records of those of our member plants 
in Maine and in New Hampshire, the two States where the largest 
ratio of workers would be affected by an increase of 90 cents, and 
we surveyed a sample, a representative group, of our Maine members. 
And we discovered that whereas there were 14 percent of our pro- 
duction workers then earning under 90 cents per hour, there were 6.5 
percent additional workers earning over 90 cents but less than $1 
in hour. So we had at that time in the State of Maine 20 percent of 
our production workers earning under $1 per hour. And in the 
sume manner, when we checked and surveyed our representative 
plants in New Hampshire, we found that that percentage was 22 
percent. 

Now, we maintain, gentlemen, and we feel that these figures speak 
for themselves, that a differential of 6, 9, and even 15 percent, which 
would be established should the minimum be increased to 90 cents 
is one thing; but to have a dollar minimum established, which auto- 
matically would result in our own area in increases involving 20 
percent and more of our production workers, the effect would be 
such as to seriously disrupt employment and economic factors in our 
industry. 

First, when I say “employment,” we know that we have a substan- 
tial number of our shoe workers today earning the 75-cent rate 
lhecause they are handicapped or older workers—workers who, because 
of age or ineapacity, handicaps, just cannot earn the established piece 
rates on their jobs. And in the shoe industry, most factories operate 
on a piece-rate basis, rather than on a straight-time hourly basis. 

I hope I have made that point clear, gentlemen. 

So the net result there would be a substantial increase in labor 
cost to our member plants and the resultant employment for a per- 
centage, for a number, of our workers. And no matter how small that 
percent may be, it is a factor that I am sure you will all take into 
consideration. 

Mr. Gwinn. Mr. Chairman, just a question, there, if you please. 

In order to determine the low earning capacity as being a real 
factor, instead of an artificial one, will you give us an example where 
the younger worker, on the same piece-work basis, the same compen- 
sation per piece, earns much more than the slow or the old worker, 
at the same work? What differential is there, there, so as to get a 
measurement of the real earning capacity of the so-called low earner ? 

Mr. Fretp. I am not sure that I can give you any specific rate to 
indicate the earning capacity of the efficient, industrious worker, as 
compared to one that may be handicapped. But actually, this is how 
it works out. 

An operator on a job, any machine job, has his rate of production, 
his rate of output, controlled by two factors. First, the rate at which 
the machine operates, because he is tending a machine. He is insert- 
ing or working with leather or other materials on that machine. And 
secondly, the industry in which that employee, that worker, will 
perform. 

Piece rates are established generally on an average, a norm. The 
factories in Pennsylvania, New York, California—we have factories 
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in 12 States in the Union manufacturing substantial numbers of 
shoes—have an average that varies very little, because the machine 
is identical, and its operations are identical, whether that machine 
is operating in a factory in Massachusetts or in Pennsylvania or New 
York or no matter what State you may have. And we know that 
many workers can produce anywhere from 25 to even 50 percent more 
peices per hour, more pairs per day, than the slowest worker on that 
same machine. 

Have I answered that question, sir ? 

Mr. Gwinn. So that the more skilled worker, the younger worker, 
let us say, could earn twice as much as the slow worker. 

Mr. Frevp. And even more. On the same machine, we know from 
our wage records that earnings can vary from—well, I won’t say 
from $36, which is the minimum—say from $40 to $80 per week. And 
we have operators in shoe factories, the skilled industrious workers, 
that are making over $100 per week. 

Mr. Gwinn. On the same machine that this 75-cent minimum work- 
er works; is that right ? 

Mr. Fretp. There is one exception. The 75-cent minimum worker, 
however, in shoe factories, is really not permitted to work on the high- 
tension fast machines, so-called—the type of machines where the rate 
in the industry is such that they just cannot keep up to them. Buta 
substantial percentage of the total workers in a factory, whether that 
factory is producing men’s shoes, women’s shoes, or children’s shoes, 
must work on certain types of machines or perform certain operations 
the earnings for which can vary between 75 cents and $1.50 an hour. 
And they can be both men and women. Fully 50 percent of all our 
workers, gentlemen, are females, women, who work in our plants. 

So I hope that I have established the facts, which any Government 
agency can substantiate, that an increase in the minimum rate above 
90 cents will have substantial economic effects on our manufacturers 
and on their employees. And the manufacturers, I am sure, gentle- 
men—and I speak now making a personal observation—can more 
readily take care of their problems than can many of our workers, 
particularly workers now at a 75-cent and 80-cent level, do for them- 
selves, in the future, depending on the rate actually established by 
Congress. 

Now, the second point which I wish to emphasize, because I know 
it is so important, is this: An increase substantially above 90 cents, 
or any increase above 90 cents, we feel, must result in such susbtantial 
cost increases to the manufacturers that they will not be able to readily 
absorb them. Because the cost increases involve not only an increase 
in the minimum rate to those now working under 90 cents, to 90 cents, 
or those now under $1, to $1, but necessarily because they must increase 
and maintain these differentials I pointed out earlier, they must make 
some increases to the semiskilled group. 

I know many manufacturers who will voluntarily do it, or they 
will do it under collective bargaining, or the law of supply and demand 
will see that they do it. Because our industry, like all industries, is 
in competition with itself for labor, for workers, except in the rare 
instnaces where there may be one factory in the town. And of course 
the worker is still free to go to a labor market where his earnings 
level can be commensurate with his skills. 
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Mr. Extiorr. What percentage of your membership is organized 

by unions ¢ 

‘Mr. Freup. The percent of our members that are organized in estab- 
lished unions, and in our industry they are unions that are affiliated 
not only with the A. F. of L. and the CIO, but we have several large 
independent unions operating within specific labor areas. And the 
percentage for our New England group if we combined all the labor 
unions there would be 65 percent to 70 percent. 

Mr. Ex.sorr. Most of these wage rates that you have mentioned 
here have been fixed as a result of collective bargaining. 

Mr. Frevp. Exactly, sir, including the minimum rates. And with 
the A. F. of L. and CIO unions operating in our industry, certainly 
in New England, in most instances these labor contracts require and 
specify minimum rates above 75 cents per hour. But I know of no 
union contract in our industry, in New England—and I can only 
speak for New England, because I know New England and have repre- 
sented them—that specifies a dollar minimum-wage rate, the rate 
which the Senate has passed. 

Chairman Barpen. When you arrive at wage rates over the bar- 
gaining table with the employers, I suppose you take into considera- 
tion what you are paid, what you are able to pay, and so on, and as 
a result of that thorough discussion you arrive at these rates? 

Mr. Freip. Correct, sir. 

Chairman Barpen. Now, where will you be if this Congress comes 
along and arbitrarily fixes a rate higher than what you have already 
agreed to in your bargaining contract 

Mr. Frexp. There are several major contracts which specify that the 
rate approved by Congress and the President shall be the established 
minimum rate in the factories. Those contracts, however, are in 
the minority. 

For 90 percent or more of all our manufacturers, we would then 
be in a position of having to sit down with our union representatives, 
where we have collective bargaining, or they would have to work it out 
individually for their own companies, to determine how they would 
adjust to the new legal minimum rate. 

Now, there are no differentials, as we all know, in the Fair Labor 
Standards Acts. Our group in New England does not favor any 
differentials in the minimum rates. We feel that the present provi- 
sions for learner exemptions are fair and should be continued, because 
we can well understand, and we have some instances in New England, 
und there are more in Pennsylvania, in Tennessee, ad other States, 
where, when a company begins to operate, or they change the process 
or type of the shoe that they are manufacturing, they require a certain 
percent of their total labor force as learners. And certainly learners, 
before they become skilled in their jobs, always have been and always 
should be paid a differential below the minimum. 

Chairman Barpen. Well, now, I presume that your industry is just 
like any other industry, where there are small operators and large 
operators. Some of the small operators are less mechanized than the 
larger ones. Is that correct? Or is the shoe industry one where you 
have to sew on the same kind of machine? 

Mr. Fret. That is right, sir. Every company, large or small, that 
produces the same types of shoes, with some rare exceptions, uses the 
same machinery. The differences in the productive capacity, how- 
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ever, give one versus others, advantages, but not in the use of a machine. 
vou see. 

Mr. Gwinn. Going back to that point that the gentleman from Ala- 
bama, I think made in regard to the bargaining table as the basis for 
fixing these wages and the differentials between groups, if the Congress 
forces you to raise the wages from 75 cents to 90 cents, or a rise 
of 20 percent, what defense have you got to the labor unions sitting 
opposite you bargaining for all the other groups against raising the 
groups they represent 20 percent? They would say, “The Government 
has already fixed the 20-percent rise for the minimum.” And how can 
you take the position, for your company, that we are not entitled to an 
equal percentage rise for our groups? 

Mr. Frevp. I do not bargain with labor representatives for our 
group. There is no question but what labor will make that claim. But 
I do wish to point out that a defense or an answer to that statement 
will necessarily be that a very small percentage of our labor force. 
10 percent according to our survey, is now being paid below a 90-cent 
rate. So even though that group enjoys a full 20-percent increase, or 
some percentage increase up to 20 percent, depending on their present 
earnings, it does not necessarily follow that the same full percentage 
would be applicable to the semiskilled group, who are being paid now 
from $1.05 to, say, $1.45 per hour, or our skilled group, who earn 
from $1.45 to $2.25 per hour. 

Mr. Fretincuvysen. If you are interested in maintaining the wage 
differential, you would certain see some fairness in raising by 20 per- 
cent those other groups which are protected by union negotiation. 

Mr. Frevp. Well, it will have to be a question of negotiation. I 
merely wish to bring out the fact that the full 20 percent would apply 
for such a relatively small number of our workers, the unskilled group, 
that to give the same full percentage increase to all other workers 
would result in such a substantial increase to all labor, and so substan- 
tially increase our costs, that I honestly believe as an economist that 
it would jeopardize the economic position of our industry; which 
happens to be an excellent one and has been for the last 12 months. 

Hy may continue, I would like to point out the fact that the shoe 
industry has been in the forefront of this economic prosperity that 
we have been enjoying since mid-1954; just as our industry is one of 
the first to decline when we are faced with a recession or a depression. 
Our industry is faced with a necessity. Everybody must wear shoes, 
thank goodness, from the day they are born. And our increase in 
production and capacity has carefully followed the increase in popu- 
lation. 

At the same time, our industry is very conscious of the fact that we 
are competing with every other industry for the consumer’s dollar. 
We are giving excellent values now, and we can only maintain them 
and hope to maintain prices approximately at the present level if the 
minimum rate, we feel, is not raised beyond the 90-cent level. 

Mr. Gwinn. You are actually about at that point now, I take it, 
from your testimony. You are actually paying about that now. So 
that this governmental decree will not affect you much. 

Mr. Frevp. It will affect us less than anything above 90 cents, and 
if the Government had recommended an 85-cent minimum, which 
would have been closer to the actual cost of living increase of 13.5 
percent, we would have been in an even better position, sir. 
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Mr. Gwinn. Then that will be your answer to the labor union; that 
this decree is not an actual change of your situation. 

Mr. Frevp. That is right. 

Mr. Battey. One question, Mr. Chairman. 

lo what extent does this runaway industry affect the shoe industry 
in New England? Anything like it has affected the textile industry ? 

Mr. Fretp. No, sir, it has not. But we have had in the past decade 
» substantial migration of factories from Massachusetts. Most of 

these plants, however, have stayed ‘within the New England region. 
W e have had in the last several months two important changes i in the 
shoe industry of New England. First, a substantial manufacturer 
in New England has established a branch plant in Pennsylvania. 
Pennsy Ivania is one of the States with the lar gest increase in expansion 
in our industry of all other States in the past decade. Pennsylvania 
has substantially increased its production and its employment of shoe 
workers. 

We have just last week been advised that a very large manufacturer 
of shoes, actually the leading manufacturer of shoes in the country, 
with offices and main plants located in Missouri, has closed its remain- 
ing three factories in New England and has ceased completely pro- 
ducing shoes in the New England States, after they have been doing 
so for some thirty-odd years. So you can see that the economic and 
competitive factors in our industry are very great. 

Chairman Barpen. Do you mean that the State of Pennsylvania 
let a factory run away from there to Massachusetts, one of these run- 
away plants? 

Mr. Freip. No, one of these Massachusetts plants went to Pensyl- 
vania, sir. I am happy to report that that factory is also going to 
operate its main plant in Massachusetts, gentlemen. But its expan- 
sion, based on economic conditions and facts, caused this move. I 
know the gentleman personally who made the decision, the owner of 
the company. His expansion movement, he decided, would best be 
in Pennsylvania. 

Mr. Lanprum. You believe your industry can stand an increase up 

90 cents as a minimum ? 

"Mie Fretp. Up to this time, yes. 

Mr. Lanprum. Do you believe that that is also true of manufactur- 
ing generally in your section of the country ? 

Mr. Frerp. I can only speak for my industry. But I wish to point 
out that the average hourly rate of the shoe industry in New England 
is approximately $1.45. The national average is $1.34, as of the month 
of April, which is the last month for which we have any information. 
Therefore, I would say, in answer to your question, that where our 
shoe average in New England is $1.45, which is less than the average 
for the whole area, there being very few industries whose average is 
under $1.45 

Mr. Lanprum. You feel that any increase above that would have 
the same effect on manufacturing generally as you suggest it would 
have on your own industry ? 

Mr. Frevp. I do, sir. In all industries where the ratio of labor to 
total cost is fairly substantial. In our industry it varies from 25 to 40 
pere ent of our wholesale factory prices. That is a substantial ratio; 
where an industry may only have a 10 percent labor differential, per- 
haps not, but where it is 20 percent or more the effect is very serious. 
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Mr. Lanprum. Now, Mr. Field, you are aware, I am sure, are you 
not, of the fact that a great deal of the agitation for an increase in the 
minimum wage above 90 cents to a dollar or to a dollar and a quarter 
or in some instances beyond that is coming from your section of the 
country ¢ 

Mr. Fiero. | am aware of the fact that many in our area have 
advocated that, yes. 

Mr. Lanprum. And you are aware, of course, that there is consider- 
able agitation for minimum wages to go above a dollar? 

Mr. Frevp. I know of no industry group in my area that would 
advocate a minimum above a dollar, sir. 

Mr. Lanprum. You know of no industry group. That is not the 
question. 

Mr. Frew. I realize that. 

Mr. Lanprum. I said: Are you aware of the fact that there is con- 
siderable agitation and conversation, let us put it? 

Mr. Fievp. I know that labor is on record for a dollar and a quarter 
or more as the legal minimum rate. And many of our representatives 
from New England agree with them; or not many, but we have rep- 
resentatives who do agree with them. 

Mr. Lanprum. When you say many of your representatives, you 
mean many of your manufacturers? 

Mr. Frevp. No, our Members of Congress, who represent our districts 
in New England. 

Chairman Barpven Let me ask the gentleman this: 

You know, as a matter of fact, that wages in industry in your area 
are much higher than wages in the Southeast in small industry. 

Mr. Frexp. In the shoe industry ? 

Chairman Barpen. I am not talking about the shoe industry, 

Mr. Frexp. I am sorry. I would accept that statement, then. A 
manufacturer that had the greatest expansion in the last number of 
years is a manufacturer from Nashville, Tenn. He operates with wage 
scales and wage-level directly competitive with our New England rates. 
And that was the one exception that I wished to bring out. 

Chairman Barpen. What I was talking about was the wages in the 
average small industry, as we speak of industry down our way; in the 
way, for instance, of crate manufacturers, manufacturers of strawberry 
crates, baskets, brooms, for the planing mills, for the enumerable 
veneer mills, and those kind that work on the natural resources down 
there. It is a matter of common knowledge that they are lower than 
the wages in the industry to which you refer ? 

Mr. Fietp. Yes, sir. 

Chairman Barpen. Now, if you think you have troubles, and are 
going to have troubles, in getting up to 90 cents with your rate, what 
do you think is going to happen to sleek small fellows down there who 
jump twice as far as you think you may have to jump? What do you 
think is going to happen to them ? 

Mr. Fietp. Well, I think that they would have certainly my sym- 
pathy, Mr. Chairman. And I just don’t know how they would resolve 
that. problem and keep their jobs. 

Chairman Barven. Well, they do not either. That is what is worry- 
ing them. 

Mr. Frevp. I just do not know. 
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Chairman Barpen. As I heard one gentleman say today, that had 
come up and listened to the hearings some: He said, “Well, he was 
voing back home and put on his overalls in the morning and try to 
stay With it until they did what he was afraid they were going to 
do, and when they did, he was going to blow his whistle.” He would 
be in the same fix as the folks. He would not have a job, and they 
would not either. And he just left. That is a tough thing for a fellow 
to confront that has been working at a thing for 15 or 20 years, and 
maybe his daddy before him; is that not right? 

Mr. Frevp. That is exactly right. And you gentlemen on this com- 
mittee have a grave responsibility, not only to your constituents, but 
to the American public on what you do on this legislation. 

Chairman Barpen. Well, I am afraid I have seen some who believe 
they know the economy of every State in the Union and every com- 
munity, and that we ought to make them all alike. And I do not 
know of anything similar to what has been discussed here, up to a 
dollar, that would not do to some of them about like the gentleman 
said this morning. Who was it who decided he was going to make 
ull beds the same size and for the tall ones saw the feet off, and so 
forth? I think they are facing as painful an operation as that, 
don’t you? 

Mr. Fretp. That is right. When I heard the testimony of that 
ventleman, I could not help recall the axiom of making haste slowly. 
And that is what we must do in this instance. 

(Chairman Barpen. You know, I am glad you came before the com- 
mittee. I was satisfied you were coming in asking for $1.25, when 
they told me where you were from. 


Mr. Lanprum. That is exactly the premise upon which I based my 
cuestions to him. I was so pleasantly surprised that I wanted him 
here to say it again. 

Mr. Frecp. Thank you. 

Chairman Barven. Thank you very much, Mr. Field. 

Mr. Frevp. Thank you, gentlemen. 

Chairman Barpen. Mr. Hawes? Mr. Robert N. Hawes? 


STATEMENT OF ROBERT N. HAWES, GENERAL COUNSEL, THE 
HARDWOOD PLYWOOD INSTITUTE 


Mr. Hawes. Yes, Mr. Chairman. 

[ am Robert N. Hawes of the law firm of Hawes & Gosnell, Wash- 
ington, D. C, I am general counsel for the Hardwood Plywood 
Institute. 

I have filed a written statement, Mr. Chairman, with the clerk. 

In view of the questions that were asked the preceding witness, I 
would like to explain a little bit about the asociation, for which I am 
the general counsel. 

The Hardwood Plywood Institute is made up of manufacturers 
of hardwood plywood, which is a laminated panel made of hard- 
woods. We have 52 members. There are a total of a little over a 
hundred hardwood plywood plants in the United States. 

Of these 52 members, there are what you would call 4 large com- 
panies. The balance are small businesses with employees numbering 
from 85 to 180, or possibly 200 at the most. 
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Chairman Barpen. You say there are only how many in the United 
States ¢ 

Mr. Hawes. A little over a hundred. 

Chairman Barpen. Why, there are two in my hometown. 

Mr. Hawes. Yes, sir; there are 38 in North Carolina, more than jn 
any State in the Union. 

Chairman Barven. Now we are getting down to business. 

Mr. Hawes. I am appearing on behalf of the members of the Hard- 
wood Plywood Institute in opposition to an increase in the minimum 
wage. 

The members of the Hardwood Plywood Institute have plants in 
the States of Wisconsin, Michigan, Indiana, New York, Maine, Ken- 
tucky, Tennessee, Arkansas, Texas, Mississippi, Alabama, Georgia, 
Florida, South Carolina, North Carolina, and Virginia. 

In 1950 and again in 1951, over the protest of the industry, tariffs 
on plywood were reduced the maximum permitted by the Trade 
Agreements Act. As a direct result of such reductions cheap im- 
ported plywoods are flooding the American market. 

Mr. Battery. Mr. Chairman, the gentleman is talking sense right 
now. 

Mr. Hawes. Plywood imports from Japan have increased 5,500 
percent since 1950. Plywood imports from Japan in the first quarter 
of 1955 exceed the total from all countries in the year 1952. Plywood 
imports from Finland have increased 2,300 percent since 1950, These 
2 countries ship over 73 percent of all plywood entering the United 
States. Both countries have wage rates considerably less than our 
minimum wage. In Japan the average wage of a plywood worker 
is 11 cents an hour for a 10-hour day. The total Japanese labor cost 
in 1,000 square feet of plywood is $4.17—$4.17 is approximately one- 
seventh of the average labor cost in 1,000 square feet of American 
plywood. 

Mr. Barry. Just before you leave that: Did we make some excep- 
tion, or was there a change made in the law affecting plywood im- 
ports here recently by the Congress? 

Mr. Hawes. That was hardboard. That was a change of classifica- 
tion of hardboard from a paper product to a wood product. But 
unfortunately, there has been no change in the status of plywood. 

Mr: Batrey. And there is no possibility of getting any ? 

Mr. Hawes. We have not a prayer right now. 

Mr. Battery. And you mean to say, then, your industry is still fac- 
ing this situation of increasing Japanese and Finnish imports? 

Mr. Hawes. Our situation is worse today than it was last year. 
The imports this year are running over 300 percent above last year, 
which was the highest year on record. 

Mr. Battery. Now, what concessions were made to the Japanese in 
the new reciprocal trade agreement affecting the category of ply- 
wood ? 

Mr. Hawes. Plywood was not on the list of products. The reason 
for that was that we had filed an escape clause application with the 
Tariff Commission last fall at the time the list of products was being 
prepared. So we were not included. 

Mr. Battery. What is the progress of your application to the Tariff 
Commission ¢ 
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Mr. Hawes. That was denied on June 2. 

Mr. Battey. On what ground ? 

Mr. Hawes. On the ground that there was a general recession in 
1953 and 1954 which resulted in deterioration in the plywood industry. 

That finding was made in spite of the fact that the Commission 
found all the factors of damage set out in the act in our favor and 
also found that consumption of hardwood plywood in 1954 was at a 
record peak. In its use, it increased some 20 percent over 1953. 

Mr. Battery. Let. me.ask you another question at that point. Will 
the change made by the Senate in H. R. 1, which was approved or 
agreed to by the House and has now been signed into law, affecting 
particularly excess amount of imports, provide a measure of relief 
for your industry? It was designed to take care of industries like 
your own, where the Tariff Commission must take into consideration 
a mounting increase of imports in any one particular product. 

Mr. Hawes. Mr. Bailey, I do not believe that that will go far 
enough to help us. I think that with the administration’s position, 
indicated position, of increasing imports from Japan, regardless of 
the effect on American industry, if we got a favorable decision from 
the Tariff Commission based on the new act, the recommendation 
would be refused. 

Mr. Bamzy. That has been the history over the past in most 
instances, I think, with the exception of about 2 or 3. What was the 
vote in the Tariff Commission ? 

Mr. Hawes. It was unanimous. 

Mr. Battey. Against your application ? 

Mr. Hawes. Yes. It is the most contradictory opinion that I think 
has ever been written. 

They found in that opinion, for instance, that consumption of hard- 
wood plywood had reached a peak in 1954, but the domestic industry 
suffered an 11-percent loss in production, a 7-point decline in the price 
index, a 13-point decline in employee earnings, a 17.5-percent decline 
in dollar ‘alin and a 50-percent decline in profit on sales. 

Mr. Batney. And they still ruled against you? 

Mr. Hawes. And they ruled against us. 

Mr. Battery. I have had designs on abolishing the State Depart- 
ment. I guess I had better include the Tariff Commission along with 
it. 

Mr. FretincuuysEen. Mr. Hawes, I would like to ask you, in view 
of the competition which comes from foreign sources, whether you 
feel that your industry should be exempted from the minimum wage 
altogether. Is that what your basic argument is ? 

Mr. Hawes. No, our basic argument is that we cannot afford at 
this time, in view of the policy taken by the Government on imports, 
to pay any increase. 

Mr. FrevincHuysen. Well, how can you afford to pay the present 
level? If you are trying, in an effort to remedy an unbalance that 
has been created by what you consider unfair competition, why are 
you not claiming that you should be exempted in order to equalize 
conditions ¢ 

Mr. Hawes. Well, I think the industry is interested in paying the 
most. that they can to their workers. They are not interested in 
having any exception made for them. They are interested in being 
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om to compete fairly. At the present time, the competition is un- 
air. 

Now, we are not asking for special privilege, either here or any- 
where else. 

Mr. FRrELINGHUYSEN. Well, you certainly might be logically asking 
to be exempted from any increase. 

Mr. Hawes. We have never considered it in that way, that a special 
exemption could or would be granted to us. 

Mr. FretinecHuysen. Well, your position seems sufficiently severe 
so that you should be able to make a good case for arguing that you 
should be exempted altogether from the minimum wage. 

Mr. Hawes. I don’t think that we would take that position. 

Mr. Barer. Do you not have a feeling that your industry is one 
of several score of small American industries that have been picked 
for liquidation ? 

Mr. Hawes. I don’t know whether we have been picked. 

Mr. Battry. Along with my marble and glass and pottery indus- 
tries in West Virginia? 

Mr. Hawes. But the Tariff Commission found that out of 46 com- 
panies surveyed, 17 operated in the red last year. 

Mr. Bartxy. Of your plywood industry ? 

Mr. Hawes. Yes, sir. So we may be liquidated. 

Chairman Barpen. Let me ask the gentleman: Will you recite 
those figures again that you said the Tariff Commission had found? 

Mr. Hawes. I am taking these figures from the charts contained 
in their report. They found that the industry in 1954, over 1953, 
suffered an 11-percent loss in production, a 7-point decline in the 


BLS price index, which meant that our pencss were 7 points lower 


in the index, a-13-percent decline in employee earnings, and a 17.5- 
percent decline in dollar sales, and a 50-percent decline in profit on 
sales. 

Chairman Barpen. How much on profit on sales? 

Mr. Hawes. 50 percent; from 5.4 percent to 2.7 percent. 

Chairman Barpen. Well, now, would it not be a fair question to 
ask you how you think you could, in the light of that, absorb a further 
inerease in the minimum wage ? 

Mr. Hawes. We can’t absorb a further increase in many of the 
plants. There are 26 plants, according to the Tariff Commission, 
that operated at a profit—no, excuse me—-29 plants were in the black 
in 1954: 17 plants were in the red in 1954. Certainly those 17 plants 
cannot absorb anything. 

Chairman Barpen. Except invested capital. 

Mr. Hawes. That is right. They have already eaten into that. 

Chairman Barven. Well, now, in the light of that, do you not think 
probably, in view of the fact that a great many of them right now 
are pretty close to the 90-cent average—do you not think they could 
make the minimum wage 90 cents? 

Mr. Hawes. Could I answer you by giving you a few figures on 
the results of a survey we made of 4 plants, 2 of which are in North 
Carolina, 1 in Georgia, and 1 in Mississippi ? 

Chairman Barpven. Yes, sir. They are getting mighty close to me. 


Go ahead. 
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Mr. Hawes. Plant No. 1—an increase to 90 cents would increase 
their payroll 19.2 percent; plant 2, 16.7 percent; plant 3, 16.2 per- 
cent; and plant 4, 14.5 percent. 

Mr. Lanprum. Now, at that point, can you designate for us the 
names of those plants? 

Mr. Hawes. I would be glad to. 

Mr. Lanprum. Can you tell us which is in North Carolina and 
which is in Georgia ? 

Mr. Hawes. The first 2 were in North Carolina, and plant No. 4 
is in Georgia, Savannah. 

Chairman Barpen. Let me interject right there, Mr. Landrum. 

I do not believe I would put in the names. If you called the names, 
the creditors might be around tomorrow. 

Mr. Hawes. I would rather not name them in the record. I would 
be glad to furnish the names to the members. 

The dollar increase in labor cost per 1,000 square feet of plywood 
for plant 1 would be $4.81. I do not have the figure for plant 2. 
But for plant 3 it would be $5.20, and for plant 4 it would be $4.79. 

Mr. Lanprum. Would that run the dollar costs up to a round figure 
of, say, $32 a thousand square feet ? 

Mr. Hawes. On labor. It would run a little bit more than that. 
I think the average is around $28.50 a thousand. 

Mr. Lanprum. And this imported plywood that you must compete 
with is being done at a cost of about $5 ? 

Mr. Hawes. A little bit less than that, $4.17, according to the 
embassy report. 

In other words, the increase to 90 cents would run our costs higher 
than the total cost of labor in a thousand square feet of plywood. 

Chairman Barpen. Mr. Hawes, the solid truth of it, and we might 
just as well look it in the face: If this minimum wage is carried too 
high, it is simply going to mean a terrific impact from unemployment. 
It cannot mean anything else. And then that unemployment group 
is going to be the small-business men, themselves. 

Mr. Hawes. I believe that is so, Mr. Chairman. We had 78 plants 
inthe red last year. Eight plants closed entirely. 

Chairman Barpen. In addition to this same threat, we cannot 
be unmindful of the fact that the same Japanese industry which this 
Government has subsidized, as we all know, in the cotton industry, 
have the newest kind of machinery, the finest type of machinery, 
doing the very finest work, that is pouring in on top of them. Now, 
what else could happen to us, I do not know, but it looks to me like 
we had better stop to wonder if a great section of this country is 
worth saving. Do you not think so? 

Mr. Hawes. I believe so. I am firmly convinced that we are in 
serious trouble. 

Most of the points that I have made in this written statement have 
been covered in our discussion, here. I do not want to burden the 
committee with reading something that we have already brought 
out in the testimony. 

I might just finish out the last part of it. 

The unfair competitive pricing of imported plywoods coupled with 
the tremendous increase in volume and the denial of tariff relief, 
places the hardwood plywood producers in the unfortunate position 
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of not being able to pass on cost increases by raising prices. The 
vanishing operating profit precludes the absorption of additional 
costs. 

The hardwood plywood producers favor the maintenance of the 
high standard of living of the American worker. They are sincerely 
concerned at preventing a further decline in their workers’ take-home 
pay. The perplexing question is how to maintain employment in 
face of a policy which denies the right to be competitive by favoring 
and encouraging imports from cheap labor countries. The domestic 
hardwood plywood producers are in the unenviable position of being 
forced to oppose an increase in the minimum wage because of actions 
of the Government which has given an unfair advantage to imports 
from cheap labor countries. 

The hardwood plywood producers cannot stand any increase in 
labor costs and maintain their present share of the domestic market. 
‘The administration’s recommendation of 90 cents an hour will be 
damaging and will likely result in further declines in employment 
and take-home pay. An increase to over 90 cents will be disastrous 
for many plants. 

Chairman Barpen. Thank you, Mr. Hawes. 

Mr. Hawes. Thank you, Mr. Chairman. 

Chairman Barpen. Is Mr. Tower present? 


‘STATEMENT OF CHARLES H. TOWER, NATIONAL ASSOCIATION OF 
RADIO AND TELEVISION BROADCASTERS 


Mr. Tower. Yes, Mr. Chairman. 


I shall just hit some of the high spots of my prepared statement, 
if I may, Mr. Chairman. 

Chairman Barpven. Mr. Reporter, you may incorporate Mr. 
Tower’s prepared statement in the record. 

(The statement referred to follows :) 


PREPARED STATEMENT BY CHARLES H. ToWER FOR THE NATIONAL ASSOCIATION OF 
RADIO AND TELEVISION BROADCASTERS 


My name is Charles H. Tower. I am manager of the employer-employee rela- 
tions department of the National Association of Radio and Television Broad- 
casters. 

The National Association of Radio and Television Broadcasters is the only 
trade association in the radio and television industry. It admits to membership 
radio and television stations and networks in the United States. Present mem- 
bership includes 1,594 radio stations, 4 radio networks, 276 television stations, 
and 4 television networks. 


I. STATEMENT OF POSITION 


The association opposes the $1.25 minimum wage proposals which have been 
presented to this committee. This 67 percent increase in the statutory minimum 
wage would cause great economic hardship on certain segments of the broadcast- 
ing industry—particularly the small-market stations in rural areas—and it 
cannot be justified on any acceptable theory of minimum-wage legislation. 

The administration’s proposal for an increase from 75 cents to 90 cents is at 
least based on a recognized theory of minimum wage determination. This in- 
crease would cause a minimum of dislocation in the broadcasting industry. 
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11. THE $1.25 MINIMUM WAGE PROPOSAL CONTAINED IN MANY OF THE BILLS BEING 
OONSIDERED BY THIS COMMITTEE WILL, IF ENACTED, BRING ABOUT GREAT ECONOMIC 
HARDSHIP ON CERTAIN SEGMENTS OF THE BROADCASTING INDUSTRY 


This conclusion is based upon an analysis of the employment and operational 
problems that exist in some segments of broadcasting. The segments particularly 
affected are those radio and television stations which operate in the smaller 
markets which are removed from the compensation influence of the industrialized 
communities. 


1. Structure of the industry 


Millions of Americans depend upon broadcasting for news, entertainment and 
information. On a typical Sunday evening from 8 to 9 p. m., 75 million Americans 
are watching their favorite television program or listening to their favorite 
radio show. Yet few in this vast audience realize the complexity and diversity 
of the industry which brings this miracle into their homes. 

Commercial radio is 33 years old this year. As of April 1, 1955, there were 
9703 AM or standard broadcast stations on the air. 

The 2,700 radio stations are located in 1,280 cities and towns in every State 
in the Union ; 47 percent of them are in towns of less than 25,000 people, 27 percent 
in towns of less than 10,000 people and 8 percent in towns of less than 5,000 
eople. 

Mt least half of the 2,700 stations employ fewer than 15 people. 

Commercial television has grown up in the last 10 years. On the first of April 
1955 there were 424 stations in operation. TV stations are not as widely dispersed 
as radio stations, although the TV allocations plan set up by the Federal Com- 
nunications Commission in April 1952, provides for a TV outlet in each of ap- 
proximately 2,000 cities and towns. Over the next few years, there will be a 
significant increase in the number of small market TV stations but it is unlikely 
that the maximum number allocated by the Federal Communications Commission 
will ever be reached. 


) 


2. Stations affected by the $1.25 minimum wage 


sroadeasting has always been known as a high-pay industry. This reputation 
is in part due to the reports of fabulous compensation contracts with the Jackie 
Gieasons and the Bob Hopes. It is also in part based on solid fact. The average 
compensation figures in broadcasting place it in the front rank of American 
industry. But the average figures don’t pay the rent. 

The diversity of compensation in the industry is tremendous. Dollarwise, 
there is no rational comparison between the 250-watt station in Bisbee, Ariz., 
und the 50,000-watt station in New York City. And this applies te wages, prices, 
and revenue, and just about everything else. Market by market, broadcasters 
have a reputation of meeting or beating the going rate in the community. This 
is true in the largest as well as the smallest markets. 

The erux of the matter is that in many small markets the $1.25 an hour 
rite is substantially in excess of that now being paid to lower skilled help 
employed by some of the commercial radio and TV stations, and by all other 
comparable employers in the market, too. 

Based on data recently collected by the association, it can be reliably esti- 
nated that approximately 900 radio stations would be immediately affected by 
a$1.25 minimum wage. Almost all of these are small stations in small markets— 
markets of less than 25,000 people. 

These stations are local stations performing a local community service. They 
do business with the local filling station, the corner drugstore, the grain and 
feed distributor, and the local dry cleaning establishment. Almost all their 
revenue is derived from these local sources. A few of them may be affiliated 
on a limited basis with a nationwide network, but in the majority of cases the 
programing is locally developed for a local market. 

The Federal Communications Commission has long been interested in the 
establishment of local radio stations in smaller communities. For years the 
policy of the Commission has been to encourage their development and growti 


‘ According to the U, 8. Department of Commerce survey, published in 1954, radio broad- 
casting and television ranks third among the 79 major industries in average yearly com- 
pensation to employees. National Income Supplement, 1954 edition, U. S. Department of 
Commeree, pp. 200 and 201. 
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on the theory that local stations serving a particular local market can fulfijj 
certain local needs that cannot be filled by the larger regional outlets.’ The 


same interest in local service is clearly evident from the Commission’s allocations 
plan for television. 


3, A typical station affected by the $1.25 minimum wage 

In a small town of about 10,000 people in southern Lilinois there is a radio 
station which is typical of the approximately 900 stations which would be 
affected by a $1.25 statutory minimum wage. Let’s look briefly at a stagf 
breakdown of this station showing the wage rates in February 1955 and the 
number of people employed in each classification. The material was supplied to 
the associatien on a confidential basis in response to one of our regular employ- 
ment and wage survey questionnaires. Here is a listing of the staff, excluding 
the manager who serves as program director, sales manager, and chief engineer 

Two full-time announcers at $1.27 per hour, or $70 for a normal 50-hour work- 
week. 

Four part-time announcers (local college students) at $1 per hour. 

One full-time technician at $1.25 per hour, or $65 for a normal 48-hour work- 
week. 

Two part-time technicians (local college students) at $1 per hour. 

One traffic manager at $38 per week for a 40-hour week. 

One bookkeeper at $42 for a 40-hour week. 

Two salesmen who average $90 per week on the basis of a 15 percent commis- 
sion. 

Total number of employees—7 full-time and 6 part-time. 

It is unnecessary to point out what a $1.25 minimum wage would do to the 
wage structure at this station. The cost increase would be immediate and sub- 
stantial. Yet, this station is typical of many small market stations located in 
comparable areas throughout the United States. 

It is worth noting that this station derives almost all of its revenue from local 
accounts in its town and in nearby communities. Nearly all of these accounts 
are local businesses not subject to the Fair Labor Standards Act. The compen- 
sation paid by the station compares favorably with wage rates in these local 
business establishments. 


4. Batent of the dislocation 


It may be argued that an increase of $5 or $10 per week will not bankrupt 
one of these small broadcasting stations. The answer to this is twofold. 

First, the increase will not and cannot be limited only to those who are directly 
affected. It is well known that a substantial increase for one skilled group of 
employees eventually pushes up the scales all along the line so that customary 
skill differentiais can be maintained. This fact was recognized by the Wage Hour 
Administrator in 1944 when, in the annual report of the Wage and Hour and 
Public Contracts Divisions, it was stated as follows: 

“In addition to those workers receiving direct pay increases to bring their 
wages up to the minimums, many others who were earning more than the 
established minimums received. indirect pay advances following the wage 
orders.” 

Secondly, the stations involved are those least able to stand an inerease in 
eosts. Most small broadcasting stations, whether they be in radio or television, 
operate on an extremely tight budget basis. From the financial data published 
for the year 1952 by the Federal Communications Commission the following 
figures are relevant: * 


2See, for example, report and order issued by the Federal Communications Commission 
In the Matter of Amendment of Section 1 of the Standards of Good Engineering Practice 
Concerning Standard Broadcast Stations wherein the Commission said, ‘‘The reason for 
the first exception to the 10 percent criteria (the providing of a first night time standard 
broadcast transmission facility to a community) needs no development in view of the 
obvious importance of every community having such an outlet for local expression” (10 
Pike & Fisher Radio Regulation, 1595). 1 

3 Fair Labor Standards Act in Wartime, annual report Wage and Hour and Public Con- 
tract Divisions for the fiscal year ended June 30, 1944, p. 20. 4 

4 Final AM-FM Financial Data, 1952, Federal Communications Commission, pp. 2 and 5. 
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Number of} Average Average Profit be- 
stations revenue | expense | fore taxes 


— 








Stations in markets and populations of— | | 
(a) $25,000 to $50,000 .| 300 | $128, 289 | $111, 960 | $16, 329 
(b) $10,000 to $25,000 A Tare an 505 92, 799 81, 297 | 11, 502 
(c) $5,000 to $10,000 oS ee nao 427 | 66, 670 | 58, 322 | 8, 348 
(d) Less than $5,000. 193 | 53, 618 | 47, 940 | 5, 678 





Since 1952, an additional 300 radio stations have come on the air. 
tial number of these are found in the smaller markets. 

The operating picture for 1954 for the small-market stations will certainly be 
no better than in 1952; it may well be worse. According to estimates published 
in Printer’s Ink magazine, radio revenue on a nationwide basis in 1954 decreased 
for the first time in more than 20 years. The major setback was in network and 
so-called national spot business. The latter has always been a small but impor- 
tant element in the profit picture of the small-market stations. 

It is also important to realize that these stations cannot easily reduce their 
staffs. Most full-time stations are on the air 16 or 18 hours per day, 7 days per 
week. To do this job with 8 or 10 people requires the most efficient use of man- 
pow er. 

Finally, it should be pointed out that, according to confidential surveys con- 
ducted by the association, labor costs for small-market radio stations run to 55 
percent of total operating costs. 

All of these facts combine to show that the $1.25 minimum wage would be an 
oppressive burden for the small-market station. In some cases—and the exact 
pumber is difficult to predict—it might well force the stations out of business. 


A substan- 


The application of the wage-hour law to small-market radio and television 

stations 

In view of the legislative history of the Fair Labor Standards Act, it is ironic 
that the small radio station which produces a local product exclusively for local 
service should be subject to an act which is basically designed to keep sweatshop 
products out of the stream of commerce. Senator Hugo Black, now Mr. Justice 
Black, of the United States Supreme Court, was one of the sponsors of the 
so-cn led Black-Cennery bill (S. 2475) which set forth the basic pattern for the 
Fair Labor Standards Act. On July 27, 1937, on the floor of the Senate, Senator 
Biack discussed his bill as follows: 

“The general purpose of the bill, legislatively speaking, is a threefold one: 

“It provides a method of obtaining the objective of minimum wages and maxi- 
num hours in industries throughout the Nation which engage in the transporta- 
tion of their goods in interstate commerce. It is not intended to and does not 
uttempt to provide by Federal legislation the fixing of minimum wages and maxi- 
num hours of employment in all the varied peculiarly local business units of the 
Nation. 

“There is one provision of the bill which would not only authorize action with 
reference to the production of goods which actually move in interstate commerce, 
but, under the doctrine of the Shreveport decision—with which, I am sure, every 
lawyer in this body is familiar—would authorize action in connection with those 
businesses and industries that are seriously competing with and having a sub- 
stantial effect upon the flow of interstate commerce * * *. 

“So the bill, insofar as it limits the maximum hours of employment and mini- 
mum wages, is limited, except to the small extent heretofore indicated, to goods 
Which are actually manufactured for transportation and are transported in inter- 
state commerce. We, therefore, eliminate in the beginning any idea that this is 
an effert to regulate wages and hours in the various service employments 
throughout the Nation. 

“That is done for two reasons. In the first place, the bill rests squarely upon 
the interstate commerce clause of the Constitution. Jn the second place, I believe 
it was the prevailing sentiment of the committee, if not the unanimous sentiment 
of the committee, that businesses of a purely local type which serve a particular 
local community, and which do not send their products into the stream of inter- 
state commerce, can better be regulated by the laws of the communities and of 
the States in which the business wnits operate.” [Italics supplied.] 

The section of the bill which was described in the third paragraph was elimi- 
nated in the final draft as passed by Congress. ‘Thus, the Fair Labor Stand- 
ards Act is not coextensive with the commerce power granted to the Federal 
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Government by the Constitution.” Moreover, as is well known, almost al] re 
tail and service establishments—organizations that are operationally compara- 
ble to small broadcasting stations—have always been excluded from the coverage 
of the act. One of the most ardent supporters of wage-hour legislation, Repre- 
sentative Emmanuel Celler, of New York, recognized the justice of this exej). 
tion when, in 1938, he introduced during the course of House debate on §. 2475 
an amendment excluding retail establishments from the coverage of the act. 
This amendment was introduced with the approval of Congressman Nor- 
ton of New Jersey who, as chairman of the House Labor Committee, was guiq- 
ing the legislation through the House. There is today a _ recognition by all 
sides that this principle is fair and just although there is some eontrover- 
sy over its application. 

The problem faced by broadcasters, particularly the smaller ones, in adjust- 
ing to the 40-hour week requirements of the Fair Labor Standards Act have been 
numerous and difficult. The obligation to operate 16 to 18 hours a day, 7 days 
a week, alone makes adherence to rigid overtime requirements onerous. Addi- 
tionally, the broadcaster is involved in running a business which, in some of its 
most important aspects, requires creative people working on a nonscheduled basis. 
The broadcaster has, with considerable envy, looked upon his neighbors in the 
retail and services fields who are normally exempt in the smaller communities. 
He has asked, and not without reason, why these controls are placed upon him. 


III. THERE IS NO JUSTIFICATION AT THE PRESENT TIME FOR INCREASING THE S8TATU- 
TORY MINIMUM WAGE ABOVE THE 90-CENT FIGURE PROPOSED BY THE ADMINISTRA- 
TION 


Let it be stated at the outset that the association is in favor of a dynamic ex- 
panding economy. We work in a dynamic and expanding industry whose dollar 
volume has almost trebled in the last 10 years. Moreover, as an advertising me- 
dium, we are very conscious of the role we play—a role that is too little under- 
stood—in creating a demand for the goods and services that our productive ca- 
pacity can bring forth in such abundance. 

Most will agree with this overall objective. Differences arise in the method 
of achievement or—perhaps more precisely—in the techniques to be used in 
creating an environment conducive to an expanding economy. 

Contrary to some current opinions, minimum wage legislation has little or 
nothing to do with this problem. 

Wage-and-hour legislative discussion began in 1937 at a time when our coun- 
try was trying to pull itself out of the greatest depression in its history. The 
purpose of minimum wage legislation was said to be the prevention of sweatshop 
competition in the channels of interstate commerce and a placing of a floor below 
which wages could not fall. 

Whatever may have been the efficacy of minimum wage legislation in 1938— 
and we know of no definitive studies documenting its success in meeting its ob- 
jective even at that time—there is considerable reason to doubt its desirability 
now at a time when we are experiencing the highest economic activity in the 
history of our country. 

The administration’s minimum wage proposal is based on the cost of living 
increases since the last statutory revision of the minimum wage which took 
place in 1949. If the 75-cent minimum was sound at that time, the proposed 
increase to 90 cents maintains the basic theory of the statutory minimum wage. 
Any additional increase introduces different concepts which should be carefully 
serutinized before they are given legislative acceptance. 

A variety of arguments have been advanced for increasing the minimum wage 
above 90 cents—that is, above the cost of living adjustment in the 1949 figure. 
A brief analysis of several of the more important arguments will be worth while. 


1. “Supporting a family of four” 


Many witnesses before this committee have raised the obvious point that a 
90-cent-an-hour-minimum wage will not come close to providing the budget of 
about $4,100 per year which is currently regarded by the Bureau of Labor Statis- 
tics as modest but adequate to meet the needs of a family of four. The statement 
of fact is correct. The fallacy lies in that the minimum-wage figure was never 
intended to be measured by such a yardstick. This was true in 1938 and agai 
in 1949. Perhaps the most conclusive analysis of this argument is contained im 


© Mabee v.White Plains Publishing Oo., Inc. (327 U. 8. 178). 
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a statement made on the floor of the Senate by the senior Senator from Louisiana, 
Allen J. Eliender, during the course of the 1949 debate on amendments to the 
Fair Labor Standards Act. Senator Ellender was a member of the Senate Labor 
Committee in 1938 when the original bill was being considered, and was also one 
of the managers on the part of the Senate when the final language was devised. 
pertinent parts of Senator Ellender’s remarks are quoted below : 

“A statutory minimum wage is, and must be, intended to be paid only to a 
relatively small number of inexperienced and unskilled workers, and workers in 
occupations producing goods or services which will not command a price high 
enough to enable payment of wages above that minimum. 

“The argument has been advanced since enactment of the present law that this 
statutory minimum wage should be sufficient to maintain a family of four. 

“Such a measure is wholly impractical and unrealistic. In the first place, 
according to a recent study, such a basis would require a minimum wage of 
approximately $2 an hour. In the second place, the typical worker employed at 
a statutory minimum wage, according to the same study, is a person who does 
not support anyone but himself.and is usually a young person. * * * 

“It is no part of the purpose of such a minimum wage to guarantee a minimum 
standard of living for 4 persons, 3 persons, 2 persons, or even for 1 person. The 
purpose of any effectual statuory minimum wage is, and must be, no more than 
to prevent the unjust exploitation of labor by employment at a ‘sweatshop’ wage— 
unconscionably low wages—most likely to occur where the labor supply exceeds 
the demand. Any other concept—to the extent that it has any practical applica- 
tion—inevitably will prove a boomerang and produce injury to the very persons 
intended to be benefited. This would be brought about by denying employment 
to such persons—that is, by outlawing their employment—at the highest wages 
justified by the market price of the product of their labors.” ‘ 


2. Productivity 

Another argument advanced in recent weeks has been the alleged relationship 
between productivity and the minimum wage. Thus it has been stated that the 
minimum wage should be increased to reflect not only the increased cost of living 
since 1949 but also by an increment which would presumably represent increases 
n overall productivity since that time. To our knowledge, productivity as a 
basis for establishing a statutory minimum wage was not advanced by anyone 


in 1987 or 1988 prior to the passage of the original act. Nor was it mentioned 
in 1949 prior to the major amendments which were passed in that year. Con- 
sequently, it is a new concept. The question is rightly asked: “Does it have, 
as a concept, any relevance in determining an appropriate increase in the mini- 
mum wage?’ We think it does not. 

The matter of productivity has received increasing attention in the last 4 
years. At the bargaining table it has shared the spotlight with pension de- 
mands. The culmination of the arguments over productivity increases were 
the public hearings on productivity conducted by the Wage Stabilization Board 
during the recent Korean war. Even the Wage Board, after months of con- 
sideration, refused to recognize productivity as a ground for permitting a gen- 
eral wage increase. Whatever may be the relevance of productivity in deter- 
mining wage seales in a collective-bargaining situation, there is no indication 
that it has any meaning in a discussion of the statutory minimum wage. 

Increases in productivity, as experts agree, cannot be precisely measured. 
They vary greatly from year to year, from industry to industry and from com- 
pany to company.” Indeed, it is generally recognized that the greatest in- 
creases in productivity have taken place in the mass production industries which 
are least affected by minimum-wacze legislation. 

It is also relevant to point out that benefits from increased productivity are 
perhaps more equitably distributed in the form of lower prices for the many 
rather than in the form of higher wages for the few. In our present highly 
competitive business climate, it is correct to assume that cost savings resulting 
from increased productivity will be passed on to the consuming public as a 
whole. A recent and dramatic example of this fact is contained in the history 
over the past 3 or 4 years of the television manufacturing industry. Giant 
strides have been taken in increasing productivity principally because of the 
use of automatic equipment and simplified construction made possible by tech- 
nt 

95 Congressional Record 12539. 


® See, for example, the release of the Department of Labor of March 17, 1955, showing- 
productivity for specified industries. 
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nological research. These gains in productivity have been passed on to ‘the 
consumer in the form of lower prices. 

There is a substantial danger in raising the minimum wage beyond that point 
which is justified by basic changes in economic conditions. Dislocation of 
small businesses and consequent loss of employment can be substantial. This 
matter has always been of concern to those seriously involved in the minimum- 
wage problem. One of the greatest advocates of minimum-wage legislation, 
Senator David I. Walsh, of Massachusetts, referred to this fact on the floor of 
the Senate prior to the passage of the originol Fair Labor Standards Act in 
1938 when be said: 

“But what has troubled the conferees and is still troubling them is the effect 
that these minimum wages and the 44-hour week will have upon the smaller, 
struggling, not well-financed industries engaged in interstate commerce. If 
any hardship results it will bear down upon this group of industries.” ”® 

The only authoritative material now available does, in the judgment of the 
administration, indicate that an increase beyond 90 cents would have substan- 
tial disruptive effect. The responsibility on those who would go beyond this 
figure is a heavy one. The jobs of thousands of people and the existence of 
hundreds of small businesses are at stake. 

Mr. Tower. My name is Charles H. Tower. I am manager of the 
employer-employee relations department of the National Association 
of Radio and Television Broadcasters. 

The National Association is the only trade association in the broad- 
casting field. We admit to membership radio and television stations 
and networks throughout the United States. 

I was interested this morning, Mr. Chairman, in the testimony of 
the representative from the small newspapers, and your comments 
thereon, and I am sure you did not intentionally mean to overlook the 
fact that there is another strong and, we think, responsible and in- 
sistent voice in over 1,200 communities in the United States, the broad- 
casters. 

Chairman Barpen. Yes. And may I just interpose this. That is 
quite true. But the reason I commented as I did on the newspapers is 
that I think I have 24 of those small newspapers in my district; and 
while the broadcasting stations number 2, 3, or 4, and they do a 
grand job, at the same time there is just a little higher percentage of 
vour time spent with jitterbug than in the case of the newspapers. 

Mr. Tower. We try to entertain and inform. 

Chairman Barpven. Well, we have a lot of jitterbugs. 

Mr. Tower. That has its place, too. 

Chairman Barpen. Your radio stations perform a very, very val- 
uable function. 

Mr. Tower. May I say also that Mr. Lester Gould, of Jacksonville, 
N. C. 

Chairman Barpen. A good guy, and he runs a good station, and he 
is all right. And I know him quite well personally. 

Mr. Tower. He is a member of the Board of the NARTB, represent- 
ing small stations. And the stations which he and Mr. Ed Kobach 
represent are basically the stations that I want to talk about here in 
a very few minutes. 

First, if I may, let me just read the two paragraphs on the front 
of our prepared statement, which indicate our formal position. 

The association opposes the $1.25 minimum wage proposals which 
have been presented to this committee. This 67-percent increase in 
the statutory minimum wage would cause great economic hardship 


® 83 Congressional Record 9176. 
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on certain segments of the broadcasting industry—particularly the 
small market stations in rural areas—and it cannot be justified on any 
acceptable theory of minimum wage legislation. 

The administration’s proposal for an increase from 75 cents to 90 
cents is at least based on a recognized theory of minimum wage deter- 
mination. This increase would cause a minimum of dislocation in 
the broadcasting industry ¢ 

The question will naturally arise: What is our attitude in regard 
to 95 cents or $1? And the answer to that is: We are opposed. 

We are opposed for two reasons. The first is a matter of principle. 
We think that there is some reason, there is some justification, to go 
to 90 cents, and that justification and that reason has been amplified 
before the committee on numerous occasions. 

We know of no sound theory of minimum wage determination which 
permits 95 cents, $1 or $1.25, most certainly. And to us the danger 
is this: If today, this year, the Congress goes off and raises the mini- 
mum wage beyond the point which is justified by some acceptable and 
recognized theory of minimum wage determination, we think a very 
dangerous principle, a very dangerous precedent, has been set at that 
point. And we worry about what will happen next year and the year 
after that and the year after that. 

It looks to us as though minimum wage determination becomes 
basically political rather than, as we think it should be, a carefully ad- 
justed, carefully calipered evaluation of economic circumstances and 
economic effects. 

And second, of course, the higher you go, the greater the dislocation. 

My chief concern is, naturally, with the broadcasting business ; but 
we as part of the business community, are interested in all business, 
too. And if I may, let me just hit on 1 or 2 facts about broadcasting 
that may be new to you or may not be remembered by you, which 
I think indicate our problem. 

There are 2,700, or a few more, AM stations in the United States. 
‘They are scattered in every State of the Union and over 1,200 com- 
munities. Of those stations, of those 2,700 stations, 47 percent are 
in towns of less than 25,000 people; 27 percent in towns of less than 
10,000 people; and 8 percent in towns of less than 5,000 people. 

We are basically here today talking about the small station in the 
small market. And despite the jitterbugging, which we don’t object 
to, these stations perform a real service, not only to the teenagers in 
that particular area of programing, but to the farmers who are in- 
terested in farm news and weather, to the populace as a whole, in terms 
of news of national, local, and international events, but also on all 
types of informational programs. We think the service that the 
broadcasters in these small communities—and often they are the sole 
voice broadeastingwise in the community—is performing is absolutely 
vital. 

Television today is not as widespread geographically, does not get 
into as many markets in terms of local stations, as radio. But the time 
will come when it will approach that, perhaps. It will not be this 
year, next year, or in 5 years, but eventually. Eventually, we may 
see something like the 2,000 stations that the Commission has allo- 
cated ; certainly 500 or 1,000 more. 

Broadeasting is a high-pay industry. In a survey conducted by the 
Department of Commerce a year or so ago, broadcasting ranked third 
among all American industries, 79 industries, in average compensation. 

634895569 
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But there is tremendous diversity in the industry. 

Mr. Exxiorr. Let me ask the gentleman right there, Mr. Chairman: 

What two industries ranked higher than broadcasting in pay? 

Mr. Tower. My recollection is that banking was one, and the other 
I don’t know. I would, however, prefer to check that definitely and 
let you know. If that is important to you, we would be happy to 
furnish it. 

However, there is tremendous diversity in this industry of ours, in 
terms of compensation. What goes on for Jackie Gleason in New 
York at the network level, or in Hollywood, is of course, one thing. 
What goes on for the station in Jacksonville, N. C., or the small market 
in Colorado or Montana is an entirely different thing. 

In the small markets, the broadcaster has traditionally met or 
bettered the going rate for the type of person that he employs for 
the type of job for which he pays. 

However, in serving the local market, often in a rural area, he is 
doing business with most: people who are not subject to the provisions 
of the Fair Labor Standards Act—retailers basically. The great 
percentage of the small broadcasters’ revenue is from the local service 
and retail groups in his particular area. He does business every day 
with people on Main Street who are not subject either to the minimum 
wage provisions of the act or, and very importantly to broadcasters, 
the overtime provisions of the act. And it creates for him a real 
problem. 

In fact, it is a wonder to us at times that these small broadcasters 
are covered at all. We have done a good bit of work, as I am sure 
you gentlemen have, on the legislative history back of the 1937 
passage of the Fair Labor Standards Act, and we are struck by the 
fact, when we read the legislative history, that the type of enterprise 
that is run by the small broadcaster is such that we must recognize 
that most of them, the people I am talking about, employ 8, 9, or 
10 people. We are struck by the fact that this is not the type of 
business that Congress was really interested in covering at that time. 
And it is our considered judgment that if this thing were studied 
individually, this fact would be recognized and appropriate relief 
would be given. 

Now let me emphasize again: The minimum wage is tough enough 
in certain areas. But perhaps more important 1s the very severe 
restriction of the 40-hour week in a business such as ours. We are 
not an 8-hour business. The typical broadcasting station is on 14, 
16, or more hours a day, 7 days a week, and with a very small staff. 

To do that job, and adhere to some of the very technical require- 
ments that have-resulted from the 40-hour week provision in the Fair 
Labor Standards Act, is a real tough job for the ave broadcaster. 

Chairman Barpen. Let me say this about your broadcasting. The 
stations that you are referriug to, for instance the one at Jackson- 
ville, deals, I would say, exclusively with the small-business men, the 
small lumbermen, the small building supply man. It is small business. 

Mr. Tower. It is small business. fi 

Chairman Barpen. And when you get into those small towns, it 1s 
small business. 

Now, as to the service, of course, there is no necessity for me to 
go into the just invaluable service that those stations render. I can 
recall 1 instance where there was one 2-minute broadcast on the 
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stations—it clicked just like that—and it meant to the people in my 
district up to a million dollars in a change of the situation. And the 
were quick enough to catch it and recognize that it meant so muc 
toso many individuals to know that very thing. 

Of course, you spend time with the hurricanes that we have. And 
we have them rather often down there. Those broadcasts are just 
simply indispensable in the saving of life, in the interest of business, 
in entertainment. 

And when I mentioned jitterbug: I like jitterbug myself, and I 
have a daughter that likes it as well as I do. 

Mr. Tower. And probably can do it no better. 

Chairman Barpen. The gentleman is being entirely too generous. 

sut the thing that interests me about your appearance is that in 
the thousands and thousands of those stations, you are, whether 
intentionally so or not, speaking for the small businesses that keep 
those stations going, and that the station helps keep going. And I 
think you are in a position to be just as close to that small business 
as the newspapers we spoke of this morning. 

And I am just delighted you are here. Go ahead. 

Mr. Tower. Well, you have, I almost might say, admirably con- 
cluded my remarks. But let me repeat in a sense: Last week I at- 
tended a State association meeting, a State broadcasters association 
meeting. This happened to be the Virginia Broadcasters Association. 
And that association, like most State associations, particularly in the 
Southern States, is basically composed of small market, small station 
broadcasters. And I was talking with one of them, who comes from 
a market in the southwestern part of Virginia, a typical small rural 
market, 6,000 people in his town. And I was asking him as to what 
would be the effect, the impact, of $1,25, $1, or 90 cents, on his business 
in his community. And his reply was this. And I think it pretty 
well sums up what I am trying to say here. 

He said first: “$1.25 would be real trouble for me, not only in the 
people I would have to raise immediately, but in terms of the impact 
of those raises upon my general pattern of payment. A dollar, ob- 
viously less. Ninety cents I could live with. It would cause us a 
slight increase in cost, but it would not put me out of business.” 

He went on: “But what worries me is the fact that in a community 
like ours we depend, our retailers depend, and we in turn as broadcast- 
ers, as an advertising medium, in that small market depend, upon the 
small businesses that operate in this community, businesses that em- 
ploy 8, 10, 15, 25. Thirty would be a large business in a community 
like that. And it is that type of business that is subject, in many 
cases, to the overtime provisions and the minimum wage provisions 
of the act, that will be seriously hurt by some of the minimum-wage 
proposals that have been set forth before the Congress. And if they 
suffer, we suffer. 

“And thus,” he said, “we don’t think that any legislation should 
be passed which does not fully and completely take into account the in- 
terests of these very small employers. And there are hundreds of 
them, and thousands of them that are the lifeblood of the small com- 
munities throughout the United States.” 

Thank you very much, 

Chairman Barpren. Thank you, sir. 

Any questions? 
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Mr. Lanprum. No questions. 

I would say to the gentleman I would like to see him preach that 
sermon in person in every community in this country. We might have 
a few people thinking a little more in terms of what the small-business 
man means to this country. I am very grateful for your statement. 

Mr. Tower. Thank you, sir. 

Chairman Barpen. Mr. McConnell? 

Mr. McConnexu. No questions. 

Chairman Barpen. I would like you to repeat the number of sta- 
tions mentioned in the beginning and the size towns that have the 
radio station. 

Mr. Tower. I will be happy to do that. Twenty-seven hundred 
radio stations, standard broadcasting stations in the United States 
located in 1,208 cities and towns. 

Of these stations, 2,700 stations, 47 percent in towns of less than 
25,000 people; 27 percent in towns of less than 10,000 people; 8 per- 
cent in towns of less than 5,000 people. 

We are talking here today about the small market broadcaster. 

Mr. Lanprum. Indirectly about small business. 

Mr. Tower. We are talking about small business everywhere. 

Chairman Barpen. Without small business you would not have 
small broadcasting stations. 

Mr. Tower. That is corect. 

I might say this: We have talked about the service that the broad- 
caster gives to the listener. It might be interesting for you to know 
that on a typical Sunday night between 8 and 9 o’clock, 75 million 
Americans are watching their favorite program on television or lis- 
tening to their favorite program on the radio. 

We think that figure alone shows the significance and the impact 
of our industry. But beyond that we are very well aware of the im- 
portant role that our industry plays in the moving of goods in this 
economy of ours. 

We are proud of the fact that we are part of the advertising busi- 
ness. We think the advertising business, which is often somewhat 
maligned in some circles, does not get half the credit that is due it for 
the job that it does in a this economy going at full tilt. 

We would like to say that we think the broadcasters play a substan- 
tial part in the work that advertising does to keep the goods coming off 
the shelves of the retailers and the services flowing from the many 
service industries that are found throughout the United States. 

That is just as true in Jacksonville, N. C., or in Wallace, N. ©., as 
in Washington, D. C., or New York City. 

Chairman Barpen. Have you ever been to Wallace? 

Mr. Tower. I have never been to Wallace, but my good friend, Les- 
ter Gould, has just bought a station in Wallace. 

Chairman Barpen. Well, he is a lucky man. I think that is one of 
the finest small towns I have ever known. 

Mr. Tower. I must be missing the point; is this 

Chairman Barpen. No; it is not missing the point. I have never 
lived in Wallace. I did lose a finger in Wallace one time. 

Mr. Tower. Part of your family is there? 

Chairman Barpven. No; but Jacksonville is much closer to me. 
While Wallace has one Big industry, a cotton mill, and they have 
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wonderful relations there and a wonderful community, in Jackson- 
ville it is virtually all small business. 

The town I live in is one big industry there, but I have never heard 
its name mentioned on your radio station because they do not sell a 


dollar’s worth of goods in that whole section. It goes somewhere else. 
Thank you very much, 


Are there any questions ? 

Mr. McConne.u. On page 1 you say: 

The administration’s proposal for an increase from 75 cents to 90 cents is at 
least based on a recognized theory of minimum-wage determination. 

[ never felt that we had any really recognized theory of determina- 
tion, but I presume you mean a change in the cost-of-living index of 
the Bureau of Labor Statistics. 

Mr. Tower. Yes; that is what we are referring to. 

I would agree with you that I think there is a deplorable, if you 
want, lack of real analytical material as to what this whole theory is 
about—what is minimum wage determination about ?—and assuming 
that such analytical material were available, what does it mean in 
terms of changes in the minimum ? 

[ know of no definitive work in that area, and yet here we are deal- 
ing, as has been said before this committee, with something that does 
not mean much to the big stations in our industry or the big employ- 
ers in the steel industry, but it means a lot to the people in the small 
communities in the country. 

Mr. McConnett. I have probably struggled with this problem as 
long as anyone in the Congress. I said when these hearings started, 
and it can be repeated again, I do not know of any actual good theory 
you can use in setting a minimum-wage rate. I never have. 

Mr. Tower. I suppose this statement is based on the fact that if 75 
made sense back in, 1949, then as increase comparable to the general 
level of the economy is in order at this point. I agree that is hardly a 
detailed and definitive theory of minimum-wage legislation. 

Mr. Gwinn. I am just looking through your statement, Mr. Tower. 
I do not see whether your small stations are already above the 75 and 
approximately at 90 cents now, or whether they are not at that point. 

Mr. Tower. That question is hard to answer in the way that it could 
be answered by somebody who is representing the typical small manu- 
facturing industry. The typical small broadcaster employs from 6 
to 12 people. There is a tremendous diversity in the wage structure 
as it affects those people. 

In the small station in the small market there will be 2 or 3 people 
who will probably get some increase as a result of an increase to 90 
cents, basically in the clerical group. 

Announcers, technicians, are generally paid about—90 cents or 
above. 

The present 75-cent level, or the increase to 90 cents, in our judg- 
ment, from our investigations, will not cause a substantial dislocation, 
will not cause severe economic hardship to a significant number of 
small stations. 

Beyond that, yes; you tend to get, whether it be a disemploying 
effect, or whether it would be just a severe economic hardship which 
would in some cases lead to turning in of the license, it is hard to say. 

But the average rate for a radio station does not have the same 
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meaning that the average rate does for a textile plant or for the 
gentleman who preceded me with his hardwood-ply wood small plants, 

Mr. Gwinn, have I answered your question ? 

Mr. Gwinn. Yes, you do not actually take a position except you say 
if you go beyond 90, then there is trouble. 

Mr. Tower. Then there is trouble, both as a matter of principle and 
as a matter of practice. 

I do want to say, I do want to mention once again the 40-hour pro- 
vision in the Fair Labor Standards Act is real tough for the smal] 
market broadcaster. It is his No. 1 problem. 

May I take 1 minute and cite one case? 

Chairman Barpen. Yes. 

Mr. Tower. In the small market today, as in most businesses, selling 
is the big problem. The small station in the small market cannot 
attract the high-pressure salesman; there is not enough money in the 
market to attract him. Yet selling broadcasting is a specialized art. 

In many smal] markets announcers or technicians in the last year 
or so have come to the station manager and said, “We would like to 
supplement our income by selling out of stretch.” They come in, let 
us say at 6 in the morning and work 8 hours until they are off; they 
would like to sell in the afternoon to see if they can supplement their 
income. They are not exempt employees as announcers or technicians, 

The person involved, the individual involved, would like to sell on a 
commission basis. If he can make a sale by putting in 2 hours of work, 
do it; fine. If he can’t make a sale, too bad ; he doesn’t get anything. 

Well, that would seem reasonable. The broadcaster likes it himself. 

But, unfortunately, it is not as simple as that. When you run into 
the problem of trying to apply the overtime provisions and the regula- 
tions issued thereunder by the Administrator to this type of situation, 
it is so complex that I can hardly explain it to a small broadcaster 
and I am sure 99 percent of them cannot understand it once I have 
explained it. 

r. Gwinn. Do you think Congress could do that job? 

Mr. Tower. I think Congress cannot do that joh. I think the 
problem is a question of whether this is the type of business that 
jegitimately should be covered. I think it comes down to that. 

Chairman Barpen. As one who was pretty well wrapped up in 
the writing of this wage-hour Jaw, I do not think there was much 
discussion given and that is how easy it is for a congressional com- 
mittee dealing with something that affects the whole United States 
of America, to overlook a situation that just means the difference 
between getting along and not getting along. 

Mr. Tower. May I say to that, when this bill was passed, when 
the Fair Labor Standards Act was passed in 1937, most of the stations 
in the United States were in the larger markets. They were regional 
stations with large coverage. 

Chairman Barpven. That is right. 

Mr. Tower. Five or six hundred stations. Even after the war in 
1946 there were only about 900 stations. There are now 2,700 stations. 

Where has the increase taken place? It has taken place in Jack- 
sonville, N. C.; Wallace, N. C.; South Boston, Va., that sort of thing. 

The problems that those people have are entirely different from the 
problems in terms of work schedule, compensation, the problems that 
are faced by the big stations in the big market. 
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Chairman Barpen. Have you finished? 

Mr. Tower. I have. 

Chairman Barpen. Thank you so much. I think you have rendered 
a real service. 

Mr. Tower. It has been a pleasure. 

Chairman Barpen. I would like to mention a little matter here. 
Sometime ago my very close personal friend, Frank Hancock, a 
former Member of Congress and a delightful fellow and a very able 
man, who was advocating the dollar and a quarter, and I believe 
he represented—— 

Mr. Keer. I believe you are mistaken. It was a dollar. 

Chairman Barpen. Well, some of the big cotton mills, 12 of the 
bigger outfits, both mills in this country and abroad, he was a very 
able Member of Congress. 

Having been kidded about his testimony to some extent there has 
been brought to my attention the extension of his remarks put in 
by him December 6, 1937, and I believe this letter is dated November 
4, It was addressed by Mr. Hancock to one of his constituents and 
apparently Mr. Hancock thought so much of it that he put it in the 
Record as an extension of his remarks. It is rather interesting. 

I read from his statement: 


In view of my convictions about the measure— 
That is the wage-hour bill— 


I wonder if it would not be the part of wisdom and statesmanship for Congress 
to confine itself at this time to legislate against the production of child labor 
in interstate commerce, leaving the question of minimum wages and maximum 
hours for adults to be dealt with by collective bargaining as provided in the 
Wagner Labor Relations Act. 

However, if a minimum wage and maximum workweek must be established 
on a national basis the standards should be determined by law and not by 
decrease of a bureaucracy as now permitted in both mills. 

Furthermore, the standards should be set at such a point as not unduly to 
unbalance economically those areas in which money wages are, because of 
peculiar circumstances, below average level. 


Mr. Keuiey. He is a wise man. He is changing his mind. 

Chairman BaArpeN. He is still a gentleman and a very wise man, 
but in my point of view he was much wiser before the cotton mills 
hired him. 

Mr. Hussey (chief clerk). Mr. Chairman, the staff of the com- 
mittee, and a number of the members, have received communications 
pertaining to the issue we have under consideration. I now submit 
them to you for inclusion in the printed record. 

Chairman BarvEN. Providing there are no objections, they will 
be included in the proceedings. 

(The statements and letters referred to are as follows:) 


KNOXVILLE TENN., June 27, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, Labor Committee, 
House of Representatives, Washington, D. C.: 

We understand you are considering minimum-wage legislation in the interest 
of our 750 employees. We respectfully request that any minimum-wage legisla- 
tion be made to apply to Puerto Rico and any other provinces outside the United 
States as same as on the mainland, otherwise unfair competition will result. 

L. W. DuGAN, 
Secretary and Treasurer, 
Appalachian Milis Co. 
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New YorK, N. Y., June 27, 1955. 
Chairman GraAHAM BARDEN, 
House Labor Committee, Washington, D. C.: 


Please do not endeavor to remove Puerto Rican minimum wage. Our mini- 
mum wage should apply equally to Puerto Rico otherwise mainland industries 
will have unfair competition. 

PorTRAIT FROcKS, Inc. 


San JuAN, P. R., June 28, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, Education and Labor Committee, 
House Office Building, Washington, D. C.: 


We wholeheartedly agree with the testimony of Gov. Mufioz Marin last week 
that the question of minimum wage for Puerto Rico should be studied and 
analyzed thoroughly by your committee before final action. If committee decides 
to discuss minimum-wage legislation for Puerto Rico we request an opportunity 
to testify. 

PvuErRTO Rico STEAMSHIP ASSOCIATION, 


CLurB RoTARIO DE Rio PIEDRAS, 
Rio Piedras, P. R., June 21, 1955. 
Hon. GRAHAM A. BARDEN, 
Chairman, Education and Labor Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Barpen: Fully aware of its disastrous effect on Puerto Rican 
economy, the Rio Piedras Rotary Club wants to go on record by expressing its 
most energetic opposition to Senate bill 2168 amending the Fair Labor Standards 
Act, now under the consideration of the Education and Labor Committee over 
which you preside. 

Puerto Rico, as you know, is an underdeveloped area with many very difficult 
problems to overcome. Our island unfortunately possesses almost no natural 
resources. There is a high cost of living, a dense population, and considerable 
chronic unemployment. 

In an effort to improve the standard of living of our people we are vigorously 
pressing forward with a comprehensive industrialization program. Our objective 
is to create jobs. 

We are in favor of decent wages for our workers but wages that can be paid 
by our young but growing industry. 

Puerto Rico now has 125,000 unemployed; people who want to work and to 
use their God-given talents. These people, citizens of the United States of 
America, are frustrated and pessimistic about the future in view of such legisla- 
tion. There will be many more if Senate bill 2168 passes. This is a big respon- 
sibility for Congress: to legislate these people out of their livelihood. 

We respectfully request that the members of the honorable committee of which 
you are chairman visit Puerto Rico and study the special conditions here before 
making any recommendations to the House of Representatives. 

Cordially yours, 
NATHANIEL Sorrero, Secretary. 


NATIONAL KNITTED OUTERWEAR ASSOCIATION, 
New York 16, N. Y., June 24, 1955. 
Congressman GRAHAM BARDEN, 
House of Representatives, Washington, D. C. 


My Dear CONGRESSMAN : Many manufacturers in the knitted outwear industry, 
including some in the Southern States, are concerned about the possible aggrava- 
tion of unfair competition from Puerto Rico through increase in the national 
minimum. 

Regardless of whether there be an increase, or what the increase may be, it is 
important for Congress to recognize that the Administrator of the Fair Labor 
Standards Act has favored Puerto Rican employers with lower wage orders in 
some instances where no such authority was granted him under the law. The 
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statute intended the lower wage orders for Puerto Rico to make possible a more 
gradual approach to the national minimum for industries already operating on 
that island and to avoid the burdens of too sudden an imposition of the full statu- 
tory burdens. But it was never contemplated that such lower wage orders should 
be issued for the accommodation of industry totally nonexistent in Puerto Rico, 
put which might be attracted there by lower minimums or other blandishments. 

Yet that is what the Administrator has done. 

We submit that such administrative action is unwarranted. We think it vital 
that Congress make careful inquiry into this point. Otherwise, amending the law 
without curbing these excesses may later be construed as tacit approval of the 
manner in which the Administrator has issued wage orders up to the point. 

For this purpose, the enclosed memorandum has been prepared and is sub- 
mitted to your committee for the record. 

Yours truly, 
Srpney S. Korzentkx, 
Executive Director and Counsel. 


INCREASING THE STATUTORY MINIMUM OF THE F'arR LApor STANDARDS AcT 


To the Committee on Education and Labor of the United States House of Repre- 
sentatives: 

This memorandum urges that in increasing the statutory minimum wage under 
the Fair Labor Standards Act, aggravation of unfair competition from Puerto 
Rico be avoided by the following measures: 

1. That the Wage-Hour Administrator be curbed and that it be made clear 
beyond doubt that his power to issue wage orders is specifically limited to indus- 
tries already existing in Puerto Rico, and that that power be not applied to 
industries not existing there. It is respectfully submitted that he has in certain 
instances set forth below gone beyond his lawful authority and presumed to issue 
wage orders not warranted under the statute with the effect of thereby attract- 
ing new industries which find shelter under the lower minimums provided by 
special wage orders; and 

2. That substantial increase be made in the minimums presently prescribed for 
Puerto Rico. 

Those familiar with the history of the law know that the provisions permitting 
the Administrator to prescribe for Puerto Rican industry wages lower than the 
statutory minimum were intended as an accommodation for industry already 
established in Puerto Rico. It was recognized that by reason of special economic 
circumstances prevailing on that island industry operating there might be unable 
to sustain the sudden imposition of the statutory requirement. Special wage 
orders were intended only to make possible a more gradual approach to the 
national minimum by industries already employing persans in Puerto Rico. 

But it was never intended that these special provisions should operate in favor 
of industries not then in existence there. It was not contemplated that the 
Administrator might be prescribing lower minimums for an industry as yet in 
existence, thereby help attract new industry to Puerto Rico. If new industries 
were, after the enactment of those special provisions, to be established in Puerto 
Rico, particularly when competing with those in continental United States, it 
seems obvious that they should accept as a condition of their existence there as 
elsewhere the obligation to pay the same minimums as obtained on the mainland. 

It is respectfully submitted that the Administrator has gone beyond the legal 
limits of his powers. 

As an example illustrating the manner in which the Administrator has ex- 
ceeded his authority, your attention is called to a wage order recently issued 
for the bathing suit manufacturing industry in Puerto Rico providing a minimum 
wage of 50 cents per hour effective June 6, 1955. There is absolutely no swimsuit 
production in Puerto Rico today, and as the Administrator’s own economic report 
admits there was none at the time the order was first considered. The Adminis- 
trator has knowingly issued an order for a nonexistent industry. It is signifi- 
cant that the Puerto Rican Economic Development Administration has been 
advertising the advantages of Puerto Rico that should be attractive in indus- 
try, and these advertisements have in some instances been aimed specifically 
at swimsuit manufacturing. Whatever the attractions of Puerto Rico may be, 
it was never intended that the Administrator should add to them by providing 
in advance for a lower minimum wage than is required on the mainland. 

It is obvious as a matter of law from the following circumstances that it 
was never intended that the Administrator should write wage orders for indus- 
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br not yet extant in Puerto Rico but which may be attracted there in the 
uture. 

1. Industry committees are required to be convened to recommend minimums: 
and it is hard to see how any such committee named from the island could be 
representative of an industry not yet existent there. 

2. Section 8 consistently refers to “industries in Puerto Rico” and “employers 
in Puerto Rico.” It is taking unwarranted liberties with the language of the 
law for the Administrator to prescribe minimums for industries that are not yet 
in Puerto Rico and that may never migrate there in the absence of the blandish- 
ments of lower minimum wages. 

3. The standard which the Administrator is bound to follow in prescribing 
minimums is to adopt the highest that will not substantially curtail employment 
in the industry affected. This standard makes no sense if applied to a nonexistent 
industry whose total employment at the time the wage order is promulgated is 
Zero. 

4. The Puerto Rican wage orders must be based upon a study of economic 
data, and due consideration must be had not only for the standard referred to 
above, but for competition with industry on the mainland. Now to adopt a 
wage order on the basis of economic facts presently in existence and under 
study is an administrative task of great difficulty, as this committee must be 
fully aware. But to presume, as the Administrator has, that he can, on the 
basis of hypothesis, predicate a wage order for an industry of the future 
which may or may not become planted on Puerto Rican soil is a venture as 
bold in point of economies as it is unwarranted in point of law. 

Yet, that is precisely what the Administrator has done in at least two cases 
affecting our industry. 

In 1950, the Administrator appointed a committee to recommend wage rates 
for the “needlework and fabricated textile products: industry of Puerto Rico. 
As he then defined the producing groups to which the recommendations were 
to apply, he obviously intended to cover certain industries then carrying on 
operations on that island. The recommendations of the industry committee fur- 
ther recognized the distinctions between these industry groups by proposing 
different minimum rates for each of them. A separate wage minimum was pre- 
scribed, for example, for such minor subdivisions as crocheted slippers, women’s 
blouses, and so on. That wage order also included a miscellaneous category 
intended for catch-all inclusion of firms operating there but not included in the 
previously named subdivisions, 

No knitted outerwear mills were then in existence in Puerto Rico and, to our 
knowledge, never had a sweater been produced there. No provision should have 
been made and none was then made or intended for this nonexistent industry. 
The miscellaneous category of the wage order for the needlework industry that 
was issued in 1951 was never intended to include knitted outerwear. The notice 
of the hearing then given cannot be deemed to have been addressed to knitted 
outerwear producers in Puerto Rico—there having been none. Nor can it be 
deemed to have given fair notice to knitted outerwear producers on the mainland 
who had no reason to be interested in a wage order which did not cover their 
products. They could have had no justiciable interest in that hearing 
because there was no knitted outerwear industry in Puerto Rico at the time 
the Administrator considered and later issued that wage order. 

Yet, subsequently, knitted outerwear manufacturers approached by the Puerto 
Rican Economic Development Administration were advised that if they came to 
Puerto Rico and established plants there, the miscellaneous catch-all provision 
of the wage order for the needlework industry would apply to them; that they 
might thus avail themselves of the minimum wage of 21 cents per hour for 
handwork and 30 cents per hour for machine operations. The Wage and Hour 
Administration later confirmed this interpretation, although clearly sweaters 
were not contemplated by the Administrator when he approved the wage order 
for the needlework industry in 1951, and facts concerning sweater production 
could never have been included in his considerations because none were then 
before him. But as a result of this misinterpretation and extension of the Ad- 
ministrator’s powers beyond the limits intended by the act, about a half dozen 
knitted outerwear firms operating on the mainland established themselves in 
Puerto Rico under shelter of minimum wage provisions never intended to apply 
to them. Obviously, the Administrator, if his 1951 wage order had been in- 
tended for knitted outerwear, was undertaking to prescribe for industry in ad- 
vance of industry’s existence in Puerto Rico. 

In consequence of the attractive minimums made available to knitted outer- 
wear production which has migrated from the States to Puerto Rico, the follow- 
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ing report “4 been made in Women’s Wear Daily of Tuesday, June 7, 1955, sec- 
ion 1, page 62: 

; ph has become increasingly important within the past few years. 
The availability of large numbers of skilled handworkers has made Puerto Rico 
. natural place for a knitting mill to locate. The first sweater factory in the 
EDA program opened in 1951. Two years later there were 5 factories, employing 
648 workers. In 1954, 3 more mills came down, employing an estimated 1,100 
workers. More plants plan to come down within the next few months. 

“The sweater industry has doubled in value of exports within the past year. 
In 1953, $8,515,856 worth was shipped out of San Juan; in 1954, $15,704,470. 
(These figures include a negligible amount of allied industry exports.)” 

It is clear that sweater production is not an indigenous growth in Puerto Rico, 
jndependent of production in the States. The coincidence that each of thd 
sweater-producing units there is connected with a sweater producer in contin- 
ental United States makes it obvious that the Puerto Rican industry is migrant 
and not a native growth. 

Therefore, regardless of what increase in the national minimum wage Congress 
concludes to be appropriate, the Administrator should be prevented from exer- 
cising the powers given him with respect to Puerto Rico by prescribing lower 
wages for industries totally nonexistent there. This limitation upon his power 
should be made explicit even if no change at all is to be made in the national 
minimums—so that the unfair competition thus created might be arrested. If 
however, the minimum should be increased, then a substantial increase should 
also be provided for industries affected by wage orders previously and properly 
issued by the Administrator. For all others, the statutory minimum should 
yrevail. 

Respectfully submitted. 
Srpney S. Korzenik, 
Executive Director and Counsel. 


STATEMENT OF HON. WINFIELD K. DENTON, A REPRESENTATIVE IN CONGRESS FRoM 
THE STATE OF INDIANA 


Mr. Chairman, I want to thank the chairman of the great Committee on Edu- 
cation for granting me the privilege of appearing before your committee. 

I am wholeheartedly in favor of the various bills before your committee which 
would increase the minimum wage to $1.25 an hour. Since the minimum wag 
was increased to 75 cents an hour in 1949, the cost of living has increased 13 
percent, and the productivity of the workingman has increased nearly 20 percent. 
The combined effect of these two factors, alone, justifies a wage minimum of 
$1 to $1.10 an hour. 

However, at the time the minimum wage was fixed at 75 cents an hour, it 
was generally conceded that this was too low. The Department of Labor esti- 
mated in 1951 that the cost of living in an urban community such as Indianapolis 
of a man, his wife, and 2 children was $4,044 a year. In Washington, it is 
estimated at nearly $4,500 a year. In Savannah, it is estimated at slightly more 
than $4,000 a year. The cost of living for a single woman would vary between 
$2,000 a year in Massachusetts and $2,700 a year in Washington. It will be 
seen from this that even a minimum wage of $1.25 an hour for 2,000 hours a 
year would not be sufficient to sustain a married man and his family, and would 
just about sustain a single woman, 

If an employer does not pay a minimum living wage, someone else must make 
it up. This minimum wage does not include any frills or luxuries, but only the 
bare necessities of life. A person must have these, and, if the employer does 
not pay enough to provide them, either the relatives of the employee or public 
or private charity must make up the difference. The man, then, who operates 
a sweatshop and pays substandard wages is being subsidized by either the Gov- 
ernment, private charity, or relatives of the employee. We have heard a great 
deal lately about Government subsidies and the need for removing them. The 
Sweatshop is our greatest subsidized employer, and I think this is one of the 
first places where we can remove the subsidization of business. 

No one but the Federal Government can deal with this problem. If a minimum 
wage is adopted on one State and not in another, unscrupulous employers will 
move to the State that has weak, or no, minimum-wage laws. Unfortunately, 
at the present time there has been a movement of industry from one group of 
States to another group of States, because labor union efforts and legislation in 
the former group bring about higher wages. 
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This is unfair, of course, to the employers in those States from which industry 
has migrated, and is going to create a problem in the so-called runaway States 
which I am sure they will regret later. I have been told by employers that 
runaway manufacturers have been very disappointed with the work performeq 
by employees to whom, they pay substandard wages. 

In labor as in everything else, a man gets just what he pays for, and I am 
afraid these runaway States that are encouraging sweatshop operators to come 
eto their communities are going to find it is not an advantage to them, but wil] 
bring about a problem which will increase their relief rolls and cause them to 
pay ever-increasing taxes. 

I served two terms as prosecutor in my home county in the heart of the de- 
pression. At that time, I found the sweatshops caused a prosecutor more trouble 
and grief than any dive. The low standard of living was conducive to crime. 
vice, and juvenile delinquency. There were continual fights at one plant over 
an attempt to organize it, and I can assure you I breathed a sigh of relief when 
one sweatshop I am thinking of moved to another community. 

Low wages cause poverty, and poverty not only brings about crime and delin- 
quency, but affects the very foundation of government. Unscrupulous politicians 
who attempt to buy votes and corrupt elections ply their trade in places where 
there is great poverty because they feel that is a fertile field for their nefarious 
operations. I have often said that, if we could eliminate poverty and the condi- 
tions which it breeds, it would do more to insure fair elections than anything I 
ean think of. 

I am filing with my statement a list of signatures of people living in my district 
who favor enactment of a law establishing a minimum wage of at least $1.25 per 
hour. 

In conclusion, Mr. Chairman, I advocate the enactment of this legislation, not 
only because it is fair, but because it is necessary to protect society itself, and 
it is the first step in eliminating the subsidization of enterprise by the Government. 


San JuAN, P. R., June 29, 1955, 
Representative GRAHAM A. BARDEN, 
Chairman, Education and Labor Committee, 
House of Representatives, Washington, D. C.: 

We manufacture handmade wool carpet. Thirty percent of total cost of 
product is factory labor. Carpet industry operated at losses last 2 years. If 
our labor cost is increased we will be priced out of market and 350 workers in 
our factory will be jobless. Please reconsider. Urgent. 

FLoor CovERINGS OF PUERTO RIco, INc., 
T. R. Licutie, President. 


A PETITION TO THE CONGRESS OF THE UNITED States To RAISE THE MINIMUM 
Wace From 75 Cents AN Hour To $1.25 an Hour 


We, the undersigned, believe it is vital to raise the legal minimum wage to 
£1.25 an hour to provide a minimum income for a healthy and decent life and 
to provide additional buying power to keep America at work. 

Ella Hepler, Cynthiana, Ind. ; Elmira Holland, 721 John Street, Evans- 
ville, Ind.; Lilliam Kirsch, 160944 West Maryland Street, Evans- 
ville, Ind.; Katherine Wingert, 1308 Fountain Avenue, Evansville, 
Ind.; Angela Seib, 120 NW. Seventh Street, Evansville, Ind. ; Iva 
Wood, 804 North Third Avenue, Evansville, Ind. ; Betty J. Thomp- 
son, 1221 East Indiana Street, Evansville, Ind.; Vertrisa Beaton, 
315 Cass Avenue, Evansville, Ind.; Barbara Hall, 731 South 
Bennighof, Evansville, Ind.; Helen Ashworth, 510 Bayard Park 
Drive, Evansville, Ind. ; Dorothy J. Kuss, 1752 Hawthorne Avenue, 
Evansville, Ind.; Clara Schwape, 1213 East College Street, Evans- 
ville, Ind. ; Thomas Peelman, Rural Route No. 1, Poseyville, Ind. ; 
Curran Owens, 619 Baker Avenue, Evansville, Ind. ; Betty Barclay, 
208B Oak Street, Evansville, Ind.; Betty Craft, Route No. 9, 
Evansville, Ind.; Wilma Curry, 2651 West Maryland, Evansville, 
Ind.; Charlyne Miller, 2512 North Main, Evansville, Ind.; Mary 
Haller, 401B Harriett Street, Evansville, Ind. ; Dorothy Kuhlman, 
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1650 Buchanan Road, Evansville, Ind. ; Lucille Bullock, 104 West 
Oregon, Evansville, Ind. ; Gilbert Koressel, 2805 Maryland, Evans- 
ville, Ind.; Curtis Main, 1037 North Third Avenue, Evansville, 
Ind.; Freddie Kirk, 26 Edgar, Evansville, Ind.; William Craft, 
Rural Route No. 9, Evansville, Ind.; Merle Buck, 116 West Mary- 
land, Evansville, Ind.; Mary Townsend, 1420 West Maryland 
Street, Evansville, Ind.; Lucille Ledbetter, 913 West Franklin 
Street, Evansville, Ind.; Louise Bangert, 111044 West Franklin 
Street, Evansville, Ind.; Kathryn Hitela, 910 West Tennessee 
Street, Evansville, Ind.; Evelyn Weber, 3204 Mount Vernon 
Avenue, Evansville, Ind.; Amelia Esche, 530 North Bell Avenue, 
Evansville, Ind.; Lorene Crick, 1306F North New York Avenue, 
Evansville, Ind.; Leona Weber, 3204 Mount Vernon Avenue, 
Evansville, Ind.; Martha Nance, 319 Hess Avenue, Evansville, 
Ind. ; Esther Reneer ; Nina Ford, 29 North Franklin Street, Evans- 
ville, Ind.; Esther Runau, Rural Route No. 2, Evansville, Ind.; 
Kathryn Tippett, 1118B East Tennessee Street, Evansville, Ind. ; 
Anna Lawson, 1113B New York Avenue, Evansville, Ind.; Thelma 
Sherrill, 539 South Fares Avenue, Evansville, Ind.: Susie Crafts, 
704 Colorado Avenue, Evansville, Ind.; Roselee Johnson; Fred 
Kurz. 


ee 


STATEMENT BY BERNARD J. ENGLANDER, ROSLYN Hetauts, N. Y. 


My name is Bernard J. Englander. I am president of the Green Shield Optical 
Co., 46 Station Plaza, Hempstead, Long Island, which serves an area in Nassau 
and Suffolk Counties. As there is before the Committee for Education and Labor 
at the present time, a bill to increase the Federal minimum wage I urge the com- 
mittee to vote for an increase in the minimum wage to at least $1 an hour. 

Since the increase in the minimum wage in 1950 to 75 cents the cost of living 
has taken away the benefit which workers should have had from this change 
in the minimum wage. This is particularly true of the unorganized workers who 
cannot get inereases through collective bargaining when the cost of living in- 
creases but must depend on a raise in Federal minimum wage to meet the in- 
creased cost of living. 

In addition to helping workers meet the higher living costs, an increase in 
the minimum wage to at least $1 will help businessmen and manufacturers by 
increasing sales through the increased purchasing power. There should be suffi- 
cient purchasing power to buy what manufacturers make and merchants sell, 
if our economy is to be kept healthy. There are over 1 million factory workers 
who earn less than $1 an hour, and with the present cost of living, these work- 
ers cannot be good customers for American industrial products. Raising their 
earnings to at least $1 an hour will be very beneficial for business and industry. 

To maintain a decent standard of living an increase in the minimum wage to 
at least $1 is needed. The cost of supporting a family today, at even a modest 
standard requires weekly earnings of far more than 75 cents an hour will give, 
according to all studies made on this subject. 

A Federal minimum wage of at least $1 will help low-income families to raise 
their living standards nearer to the goal of a decent minimum which we all 
believe is part of our way of life in America. 

At present there is a small minority of businessmen who pay their workers 
substandard wages which presents unfair competition to legitimate and efficiently 
run factories of businessmen who pay decent wages to their workers. This com- 
petition is unfair and tends to undermine the free-enterprise system. These 
unprineipled employers should not continue to enjoy the unfair advantage which 
they have today and they should be required to pay at least $1 minimum wage. 
This would establish a fairer relationship between employers paying decent 
wages and the minority group of employers who compete only through the pay- 
ment of low wages. A Federal minimum wage of at least $1 would go a long way 
to remedying this situation. 

As to the ability of American industry to pay a minimum of at least $1 an 
hour, the experience with the 75 cents an hour minimum wage when it went into 
effect in 1950, shows that prices of manufactured goods were not raised and the 
added amount of the minimum wage was absorbed without difficulty. 

With American business and industry at the present high level of activity 
there is no reason to doubt that it could absorb a rise in the Federal minimum 
wage of at least $1. Also, the additional purchasing power of the low paid 
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workers now receiving less thin $1 would more than make up for the additiona) 
cost to employers and would be very beneficial to business. 

I would like to point out that voluminous testimony has already been given 
on the need for a minimum wage of at least $1 an hour. Hxtensive hearings 
before the Senate Labor Subcommittee clearly demonstrated that the need for 
at least $1 minimum wage is urgent and thoroughly justified. You are wel] 
aware that the Senate already has approved a Federal minimum wage of $1 
an hour. Therefore, may I respectfully suggest that the hearings on the part 
of the House committee be concluded at the earliest possible date, with a recom- 
mendation that the bill be reported out for a Federal minimum wage of at least 
$1 an hour. 

By doing this the House of Representatives will be able to vote on this issue 
quickly and conclude legislative action on the Federal minimum wage during 
this session of Congress. 


STATEMENT OF Hon. CHARLES C. Deas, JR., A REPRESENTATIVE IN CONGRESS From 
THE STATE OF MICHIGAN 


I appreciate the opportunity that is given through these hearings to state my 
position with regard to legislation to adjust the hourly minimum wage rate and 
the position, as it has been expressed, of a majority of the people in Michigan 
whom I represent. I share the belief of these people and, I believe, of the ma- 
jority of people throughout our Nation, that the laws of this land must be earnest 
laws. We, who form the legislative body of our Government have the opportunity, 
to show this earnestness of purpose behind our laws by adjusting their provisions 
where existing conditions have made them obsolete, so that they effectively serve 
the purpose for which they were designed. 

We are all aware that the Fair Labor Standards Act of 1938 grew out of a 
definite and clearly established need to eliminate labor conditions detrimental 
to the health, efficiency, and welfare of workers, and to eliminate unfair methods 
of competition in business and in industry which were the results of such condi- 
tions. 

In 1938, when the minimum wage of 40 cents per hour was established, sub- 
standard wages were deemed such a condition detrimental to the welfare of 
workers. In 1950, when the minimum wage was adjusted to 75 cents an hour, 
substandard wages were still such a condition. Prior to the adjustment at that 
time, as now, the general level of wages in industry and business had increased 
to meet rising costs of living. 

Then, as now in 1955, there were over a million American workers who had 
not received increases in wages to meet living costs. The high costs inherent in 
high standards, which they were not enjoying, of course meant they were unable 
to purchase the necessities of life. The adjustment to 75 cents was made, but 
it was recognized at the time that the increase was not adequate to achieve the 
objectives of the public law. A gross pay of $30 a week in 1950 could not obtain 
but a substandard quantity and quality of the necessities of livelihood, even in 
those areas of the country where cost of living was comparatively at lowest 
level. The fact that the adjustment had little effect upon industries in substand- 
ard wage areas bears out the fact of their unfair competitive advantage over 
employers paying higher wages in accordance with rising standards but without 
legislative insistence. In our modern-day concept of the welfare of man and his 
right to the opportunity of educational and cultural advantages, we realize that 
even in 1950 these conditions were detrimental to the individual and to the coun- 
try because we were not fostering a high standard citizenry in such instances. A 
weekly budget of $30 per week in 1950 was not likely to provide the means for 
periodic review and checkup of health, family recreational programs to foster 
health, and educational and cultural advantages. Thus, the cleavage between 
those enjoying the Nation’s prosperity and those on substandard wages continued 
to widen. The Nation’s productivity, as increased by increased buying power 
among the people, has been and continues to be handicapped by these substand- 
ard areas. 

A nation of healthy, efficient, productive men and women, of high morale, with 
sound educational and cultural background are essential to the moral and eco- 
nomic welfare of a nation. They are even more essential to a nation whose goals 
are improved human relations on a worldwide basis and sustained and shared 
economic growth. These goals, of course, must first be achieved on a national 
level before they can be achieved to a satisfactory degree in wider areas. 
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The cost of living has advanced since Congress effected the 75-cent-per-hour 
minimum rate by approximately 14 percent. The general wage level in industry 
throughout our Nation has also risen comparably. The majority of Americans 
are enjoying the advantages of high living standards, but still a minority group 
of Americans are not participating in this improved general welfare. Their cir- 
cumstances have grown even worse as the Nation’s economy has marched ahead 
widening the breach between an obsolete substandard minimum wage and ad- 
vancing wage levels and costs. 

The adoption of a minimum wage standard which would give recognition to the 
general level of wages in industry and to the national average standard of living 
would give effect to the provisions of the Fair Labor Standards Act and, in so 
doing, advance toward the achievement of American ideals at home and the 
spread of them abroad. 

I join the numbers of my colleagues who have asked through these hearings 
and through the introduction of bills to amend the minimum wage provision—as 
I have in the introduction of House bill 4798—that the minimum hourly wage 
rate be raised to $1.25. 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF AMERICA 


The Vegetable Growers Association of America appreciates and welcomes the 
opportunity to present to you its position on the important issue before this 
committee. This association is ‘the only national organization specifically rep- 
resenting the vegetable growers of America. Through our direct membership 
and through the many affiliated organizations whom we represent, the views 
of our association are representative and conclusive of the opinions of vegetable 
growers, a highly important segment of our agricultural economy. 

This association is opposed to the extension of the provisions of the Fair 
Labor Standards Act of 1938, an industrial act, to agricultural workers. It is 
also opposed to further constriction of the exemptions under which agriculture 
now operates. 

To those of us engaged in agriculture, this does not seem like an opportune 
time to increase the wages of those engaged in the activities of the agricultural 
and related industries. 

Let us take a look at prices received and prices paid by farmers. 
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In face of the disastrous decline in the parity ratio, totaling 23.9 percent from 
1946 to March of 1955, we cannot see how the Congress can conscientiously take 
any steps to further increase the direct labor costs of farmers and to increase 
the cost of the things which they must buy to continue to stay in business. 

The above information from the United States Department of Agriculture indi- 
cates that increasing the prices farmers have to pay, half of which represents 
labor charges, will certainly not better the farmer’s position. It will increase 
the cost of food bills of the American consumer. It will eliminate more of our 
family-sized farms which we are even now concerned in saving. 

Testimony has been presented before this committee indicating that increas- 
ing the minimum wage to $1.25 an hour was needed to boost the national economy. 
We can see no legitimate reason for this. The purchasing power of the dollar 
has been stabilized which, in our opinion, is far more important to the wage 
earner than increased wages. The artificial increase in wage rates which would 





1078 AMENDMENT TO INCREASE THE MINIMUM WAGE 


be brought about by the ill considered bills before this committee would reviye 
the inflationary spiral which has been somewhat checked in the last 2 years. 
We submit that artificial and abitrary wage increases without a corresponding 
increase of the productivity of labor is inflationary in the worst sense of the 
word. We can find nothing in the statistics relating to national production ana 
employment which would warrant any such inflationary tinkering. 

The gross national product as of April 15 was estimated at an annual rate of 
$369 billion in the first quarter of 1955, just two-tenths of 1 percent below the 
record of mid-1953. Disposable personal income in the first quarter of 1955 was 
at an annual rate of $265.5 billion, an increase of $5.4 billion from the last 
quarter of 1954 and $11.5 billion higher than last year. Per capita disposable 
income in the first quarter of this year stands at a new high of $1,586 per year. 

The House Committee on Agriculture in a recent study indicated that “mar- 
keting specialists report that much of the increased marketing charges in recent 
years can be accounted for by increased labor costs * * *. Wage rates for 
workers in marketing farm food products increased from $1.23 in 1947-49 to 
approximately $1.70 in 1954 or 38 percent.” At the present time the farmer is 
receiving 43 cents of the consumer’s food dollar. Increased labor costs would 
decrease this amount still further. Again, referring to the House Committee 
on Agriculture study, “Of this 43 cents which the farmer receives, he spends 
30 cents for marketing, gasoline, fertilizers, supplies, and wages, leaving 13 cents 
out of each consumer dollar spent for domestically produced food for their 
work and investment. Any added labor costs will have to be absorbed by the 
farmer which will be anything but conducive in maintaining the family farm, 


INCREASED FOOD COSTS 


Increased labor costs on the farm must be absorbed by the farmer. Increased 
labor costs in the marketing channels will be added to the cost of the food. It 
is unfortunate that a study of retail food price increases proves that little if 
any of such increases ever filters down to the farmer. Passage of the legisla 
tion pending before this committee will further squeeze the farmer’s share of 
the consumer’s food dollar and will bring about an uneconomic and fruitless 
increase in retail food prices. (The exhibit referred to was filed with the com- 
mittee, but is not printed.) 

Total charges for marketing food products—all charges incurred from the time 
the products leave the farm until they are sold at retail level increased from 
$16 billion in 1946 to $24.5 billion in 1953, an increase of 34.5 percent. During 
the same period, labor costs increased 44 percent, from $6.6 billion to $11.8 
billion. 

During the past two decades food prices have not increased as much as the 
hourly earnings, of industrial workers. The increase in industrial wages has 
had its effect upon the minimum wage. In many areas these, too, have main- 
tained a competitive labor market. We have just observed the labor costs in 
overall marketing costs of food. The following data from the Bureau of Labor 
Statistics indicate that average hourly earnings of industrial workers have risen 
faster and higher than retail food prices. 
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KIND OF LABOR EMPLOYED 


Most of the labor operations on vegetable farms is seasonal, with peak opera- 
tions. Most vegetables are highly perishable and must be harvested without 
delay when mature. Expeditious movement is important not only from the 
quality standpoint but price as well. Much of the harvesting and packing oper- 
ations are of a light nature which can be performed by part-time workers who 
are often the only type of labor available. They welcome the opportunity to 
do work of this nature. 
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In other areas where such lobor is not available or sufficient to meet peak 
demands, the migratory labor market is used. In the case of harvesting opera- 
tions such labor is paid on a piece basis at the end of each day. To include such 
laborers under minimum wage regulation would be ruinous financially to the 
farm operator and socially ruinous to the laborer. 

Vegetable growers must meet their payrolls daily, some weekly; yet returns 
from sales may be on monthly or semimonthly basis, and in some instances, 
seasonally, which places heavy financial demands upon his business. Artificial 
increases in minimum wages and further constriction of the agricultural exemp- 
tions in the present law will put many farmers in a working-capital squeeze 
which they simply cannot stand. The amount of working capital required by 
a vegetable farmer has already increased to ruinous levels. Further increases 
in his labor costs without increased productivity will be disastrous. We fail 
to see how the legislation being considered by this committee will do anything 
to increase labor productivity ; it will merely result in the farmer paying more 
for the same amount or for less work. 

In some instances part of the labor costs are paid for by furnishing room, 
board, and produce. Who would determine the rate of convertibility of such 
contributions? Such partial payments are accepted gladly by many of the 
workers. 

FOREIGN COMPETITION 


Many vegetable growers in the South are faced with competition from Mexico 
nd Cuba. These countries produce vegetables maturing simultaneously with 
those in the States. To increase their costs by raising the minimum wage 
nlaces them in a disastrous position. Vegetable growers are cognizant of an 
economie principle many groups have not learned and those who have, have 
earned it to their sorrow—irrespensive increases in costs of services or commod- 
ities invites disaster or ruination either by foreign or alternative competition or 
through the introduction of subsidies. 


EXEMPTION 


The vegetable growers believe the Congress acted wisely when it inserted the 
exemption for agriculture on overtime payments section 7 (b) (3) and defined 
area of production” in section 7 (c) and 13 (a) (10) of the Fair Labor Stand- 
ards Act as amended. 

This judgment on the part of the Congress was substantiated by the Supreme 
Court in the Holly Hill decision (322 U. 8. 607, 1944) as follows: 

“The textual meaning of ‘area of production’ is thus reinforced by its context: 
‘area’ calls for delimitation of territory in relation to the complicated economic 
factors that operate between agricultural labor conditions and the labor market 
of enterprises concerned with agricultural commodities and more or less near 
their production. The phrase is the most apt designation of a zone within 
which economie influences my be deemed to operate and outside of which they 
lose their force. In view, however, of the variety of agricultural conditions and 
industries throughout the country the bounds of these areas could not be defined 
by Congress itself. Neither was it deemed wise to leave such economic determi- 
nation to the contingencies and inevitable diversities of litigation. And so 
Congress left the boundary-making to the experienced and informed judgment of 
the Administrator. Thereby Congress gave the Administrator appropriate dis- 
cretion to assess all the factors relevant to the subject matter, that is, the fixing 
of minimum wages and maximum hours. 

“In delimiting the area the Administrator may properly weigh and synthesize 
all such factors.” 

The present agricultural economic climate, under which vegetable growers 
must operate, necessitates the continued undisturbed function of these sections. 
To continue profitable operation and prevent liquidation of many vegetable 
growers, our association urges this committee not to deny these privileges to 
agriculture. 

The vegetable industry is a very intensive, high-cost farming operation, often 
located on high-price land, either because of its close proximity to urban centers 
or because of its physical nature and high productivity. This compulsory envi- 
ronment brings with it high fixed costs, necessitating these exemptions which the 
Congress in its wisdom so ably recognized. 

The partial exemption from overtime payments is just as essential today as it 
was when the act was first passed. The vegetable industry is a highly seasonal 

63489—55——70 
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operation dealing with highly perishable products in harvesting and processing 
as well as marketing. Operating only a few weeks in each year, operations 
cannot be spread out over the year. The labor used in these operations is mainly 
part time, welcoming the opportunity for the added income at the prevailing wage 
rates. 

To have these privileges denied would result in higher food costs, most of 
which would have to be absorbed by the producer. It would result in waste ang 
loss of these highly perishable commodities. 

This committee should also recognize that many agricultural producers, includ- 
ing vegetable growers, are small family sized operations who do not have available 
legal and accounting staffs to work out the many provisions with which they are 
already enslaved. To further complicate their operations will cause many to 
give up in despair. Others may willfully or unknowingly violate the provisions 
of the law, which will increase the difficulties and costs of enforcing the law. 

It must also be recognized that increasing the cost of vegetables will invite 
increased production and export of vegetables from Mexico and Cuba, already 
strong competitors of American vegetable producers. 

The Vegetable Growers Association of America is fundamentally opposed to 
irresponsible tinkering by the Congress with such complex economic factors as 
wage rates in agriculture. The strong economic condition of our country at the 
present time does not even give the proponents of the legislation any excuse to 
use the oft-heard cry of “emergency” and “pump-priming.” You do not prime a 
pump that is running at full capacity and the only “emergency” that we know 
of is of a synthetic political nature. 

We also strongly believe the Congress has no legal justification for attempting 
to broaden its authority over businesses such as farming, which are essentially 
local in nature and which only by the rankest stretch of the imagination can be 
deemed to be operating in interstate commerce. 

The vegetable farmer believes that the free operation of economic factors, 
with due regard to local conditions, will automatically set wage rates at levels 
which are realistic and which fit into the economics of his production and market- 
ing problems. 


STATEMENT BY NEW YORK STATE INDUSTRIAL COMMISSIONER ISADOR LUBIN 


Mr. Chairman and members of the committee, I appreciate the privilege you 
bave accorded me of presenting my views on the proposed amendments to the 
Fair Labor Standards Act. 

I am convinced that the continued prosperity of our free competitive enterprise 
system at this stage of development depends on our ability to place in the hands 
of consumers enough purchasing power to keep orders coming in to business, so 
that our economic system will actually make for us the goods that it has the 
capacity to produce. 

Our ability to produce has gone up by leaps and bounds in the last 10 years, 
and the prospect for the immediate future is that we will have still more equip- 
ment. The reasons are not far to seek. We have had a high rate of investment 
since World War II. Industrial-research programs have expanded enormously. 
Mechanization has reached the stage where automatic processes are becoming 
common. Atomic energy for industrial power is around the corner. These 
factors are expected to make it possible for us to expand our gross national 
product $15 tor $20 billion every year for the next 5 years. We have gone a 
long way toward licking the problem of production in this country. 

Unfortunately there is one automatic process we would all like to have that we 
have not achieved. We need a mechanism that will provide all workers—and 
the workers are, of course, the bulk of the consumer market—with incomes 
that permit them to share adequately in the general prosperity and that will 
keep the wheels of industry turning. 

Moreover, there is also another automatic device I would like to see operating 
in the market place—one to protect employers who pay adequate wages when 
they compete with other employers who are willing and able to depress the 
living standards of their workers in order to gain competitive advantage. 

It is generally conceded that to establish a fair minimum wage through 
legislative enactment will both assure a higher income for employed workers 
and also prevent the gross abuse of the competitive system which results when 
profits are determined, not by the efficiency of a business, but rather by its ability 
to depress wage rates, 





AMENDMENT TO INCREASE THE MINIMUM WAGE 1081 


But, to be effective, a wage minimum must have a proper relation to levels 
of production and to the standards of living that exist in the Nation today or 
may reasonably be expected in the near future. 

It is my opinion that the economy can at this time support a minimum wage 
of $1.25 an hour. Also, it is my conviction that an hourly wage of less than 
this amount will not provide a minimum standard of living for Americans that 
can in good conscience be tolerated. 

It is also true that low wage rates among workers not covered by the wage 
and hour law, and the inequities that arise when some workers in an establish- 
ment are covered and others are exempt, warrant Congress extending the pro- 
tection of the law to many groups that are not now covered. I understand, 
however, that the committee is directing its attention primarily to the question 
of an appropriate minimum wage level. I will therefore confine my remarks to 
this subject. 


Why a $1.25 an hour minimum is needed now 


In the 17 years since the establishment of the original wage floors, and 
especially in the past 5 years, the Nation has made great economic strides. 
This has been due to rapidly rising productivity and relatively high employ- 
ment. A minimum-wage floor should bear a realistic relation to people’s present 
income siatus and to our present capacity for production. 

National income today is more than four times as large as it was in 1938, 
when the Fair Labor Standards Act was passed ($300 billion as against $68 
pillion) (table 1). In the best-fed, best-housed, and best-clothed Nation in 
the world, social decency requires that even the worker with the least bargaining 
power be in a position to earn enough to provide him with the basic necessities 
of life at today’s price level. 

For Americans generally, wages and salaries have more than tripled since 
before the war. We know that in 1939, soon after the 25-40 cent Federal 
minimum was established, $789 was the average wage and salary income in 
the country (the median of those persons 14 or more years of age who received 
any wage or salary). The most recent date for which a comparable figure 
is available is April 1953. At that time it was $2,625—an increase of 233 per- 
cent in those 13 years. It must have risen still more in the last 2 years. 

In 1941, the Federal minimum had been fixed at 40 cents an hour for most 
industries. Between 1941 and 1954, hourly earnings of factory production 
workers rose by $1.08 an hour, on the average. This increase may be com- 
pared with 85 cents, which would be the difference between the original 40-cent 
minimum and a minimum of $1.25. In this 13-year period, earnings in whole- 
sale trade rose $1.04, and in retail trade by 87 cents. Coal miners’ earnings, 
both anthracite and bituminous, went up about $1.50. Building construction 
workers’ wages went up by $1.59, and in the public-utilities-transportation group 
increases ranged from 94 cents to $1.19. All of these raises are greater than 
the 85-cent difference between a 40-cent minimum and a $1.25 minimum. The 
average wage increases have been less than 85 cents only among the service 
industries, which are largely intrastate in character (table 2). 

An important factor behind the rise in wages and salaries is the Nation’s 
rise in productivity per worker. The Joint Committee on the Economic Report 
says that national productivity rose an average of 3.75 percent a year from 
1949 through 1953. If this rate of increase is also representative of 1945-55, 
then, in the 6 years after the introduction of the 75-cent minimum (1950 
through 1955), national productivity will have risen 22.5 percent. This in itself 
would justify a 17-cent rise in the minimum. 

Another important factor entering into the rise of wages is the rise in the 
cost of living. It has gone up 13.5 percent between January 1950 and April 
1955. This rise would justify increasing the 75-cent rate by another 10 cents. 

If the 17 cents for productivity and the 10 cents for cost of living are simply 
added to the present 75-cent rate, the result is $1.02." 

Setting the minimum at $1.02 would raise factory payrolls about as much 
as they were raised by the enactment of the 75-cent minimum in 1949, that is, 
by about nine-tenths of 1 percent.? However, to simply build on the 75-cent 


1If the 22.5 percent productivity increase is added in after the 75-cent rate has been 
increased by the amount of the cost-of-living rise, the result is between $1.04 and $1.05. 

* Estimate based on the U. 8S. Bureau of fabor Statistics’ July 1947 estimated distribu- 
tion of factory workers by straight-time hourly earnings, corrected for the change in 
average hourly earnings from July 1947 to July 1949. 
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minimum of 1949 means doing nothing to rectify the failure of the 1949 legisia- 
tion to meet the requirements of a minimum standard of living even in that 
— On this point, the House Labor Committee had the following to say jp 
1949: 

“It is recognized that the minimum wage of 75 cents an hour is not adequate 
fully to carry out the declared purpose of the act. It was clearly shown at the 
hearings that the 75-cent wage figure is at least as inadequate in terms of today’s 
economy as the 40-cent rate was in 1938. An adequate minimum standard of 
living for a worker and his family would require in excess of $3,300 in most cities 
in the country, whereas a 75-cent minimum wage will yield only about $1,500 to 
a worker employed steadily for 40 hours a week throughout the year. A 75- 
eent minimum does not even yield enough to purchase under present-day condi- 
tions the items included in the WPA emergency budget, which would cost about 
90 cents an hour today.” ® 

Today, 6 years later—self-sufficiency at a minimum level of living requires an 
hourly wage rate of at least $1.25 an hour. 

Even when you are employed a full 40 hours, 50 weeks of the year, at $1.25 
per hour, your gross pay, before taxes, is only $2,500 a year. This amount is 
barely enough for a single person, let alone a family. 

An examination of the various budgets prepared by State agencies in connec. 
tion with the establishment of State minimum wages indicates that under today’s 
living conditions $1.25 is a marginal wage. Even for a single employed woman. 
the estimated annual cost of a minimum budget in the State of Washington in 
May 1952 was $2,664. This does not include anything for savings. A similar 
estimate for Arizona in February 1954 was $2,312; in the District of Columbia. 

In New York City, in the fall of 1954, an unmarried working woman 
living as a member of a family group needed $2,488 for self support. 

For a person who has even only one other person to support, a statutory mini- 
mum of $1.25 is inadequate; any lower rate will provide less than what we like 
to think of as a minimum American standard of living. In this connection it 
is important to point out that in 1953, according to the United States Department 
of Commerce, in the 20 percent of American families that had the lowest income, 
there were 3.2 persons per family in the average family, and only 1.02 wage 
earners per family. 

The cost of a “modest but adequate” level of living as of December 1954 for 
a family of four in New York City was $4,081—or $2.04 an hour if the wage earner 
works 2,000 hours a year. The figure is conservative, for it is based on pre- 
war expenditure patterns and does not take into account the rise in standards of 
living in the last 15 vears. A family of three would need $3,474 ($1.74 an hour) 
on the same basis, and a family of two $2,758 ($1.38 an hour).* 

Of course New York City is not the least expensive place in the country to live, 
but even in New Orleans, which is the lowest-cost city studied by the Bureau 
of Labor Statistics, parallel figures indicate that a family of four needed $3,843 
in Mareh 1953. This is $1.92 an hour. A family of three needed $1.64 and a 
family of two needed $1.30. 

It appears, then, that establishing a minimum wage floor of $1.25 would give 
to the workers at the bottom of the economic scale, employed at the statutory 
minimum, an increase that is less than that already obtained by the higher-paid 
eategory of workers. Such a rate will enable the worker without adequate bar- 
gaining power to obtain better nutrition, clothing, and shelter, even if not quite 
the adequate minimum. We cannot in good conscience provide him with less. 
Less would leave him without a vested interest in supporting our free enterprise 
system. Moreover, we cannot set a lower minimum without placing the great 
majority of employers, who already pay more, in a competitively disadvantageous 
position. 

It has been variously estimated that a $1.25 minimum wage will place $2 to 
$2.5 billion dollars in purchasing power in the hands of those who for the most 
part will spend it on the necessities of life. It will add in the neighborhood 
of 2.8 percent to the wages of covered workers. The largest group among these 
is manufacturing production workers. To their wages the $1.25 rate will add 
about 3.3 percent (table 3). This increase in consumer buying power will help 


= 3H. Re t. No. 267, 81st Cong., 1st sess., March 16, 1949, report prepared to accompany 
. R. 3190. 

‘A basic estimate, made by the U. S. Bureau of Labor Statistics in 1951, has been 
brought down to date. Estimates for families of 3 and 2 were made by the Bureau of 
National Affairs on the basis of guidelines provided by the Bureau of Labor Statistics; 
they refer to March 1953, but conditions changed little between March 1953 and December 
1954. 
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in the marketing of the enlarged output made possible by the high level of 
hbusiness investment that has taken place since the end of the Korean war. It 
will constitute a dynamic force for economie expansion and business prosperity. 


A MINIMUM WAGE ADEQUATE TO INSURE THE PROPER WORKING OF OUR SYSTEM 


I should like to amplify my reasons for believing that $1.25 minimum wage 
is necessary to permit our free enterprise system to function properly. 

This Nation in accordance with its democratic social and political philosophy, 
seeks to maximize the freedom of individuals and inidvidual enterprises. Com- 
petition among both producers and consumers is relied upon as the best method 
for obtaining the widest distribution of economic satisfactions, for limiting the 
economic power of the privileged, and for offering to individuals economic 
rewards related to satisfying the wants of others. 

I like to think of the free enterprise system as a game, in which, when it is 
operating properly, the prizes—profits—go to those enterprises that provide the 
vreatest volume of goods and services to the public at the lowest price. To 
ensure this result, both industry and labor have accepted certain rules. These 
rules are necessary because a small minority of enterprisers can engage in 
practices that disrupt the business of their competitors who abide by the rules. 
It does not matter whether we call this minority callous and unscrupulous, or 
merely short sighted or hard pressed. Their profits are often determined not 
so much by their efficiency as by their willingness to violate the accepted rules. 
jecause of them, we have found it necessary to control monopolistic practices, 
to prevent the exploitation of natural resources in a manner incompatible 
with the national interest, to prescribe minimum standards for the safety and 
health of workers, to prohibit the employment of workers at less than a certain 
wage, and to prohibit unsound banking practices. In these and other ways we 
have curtailed some of the freedom of individual choice in order to ensure the 
proper working of the competitive system. 

The depression of the 1930’s demonstrated that price competition based on 
exploitation of workers through the payment of substandard wages interfered 
with the proper operation of our free-enterprise system. Employers willing to 
shortchange workers with little bargaining power had an unfair advantage in the 
market place over those who paid a fair wage. Their low-wage rates not only 
depressed the living standards of their own workers but tore down the standards 
established by their more enlightened competitors. 

The wage standard adopted in 1938 and later revised in 1949 was related to the 
realities of our economic capacity at the time, although subsequent events have 
proved that it was based on an unwarranted pessimism regarding this country’s 
ability to produce. Congress said that the Fair Labor Standards Act was aimed 
to eliminate as rapidly as practicable “labor conditions detrimental to the main- 
tenance of the minimum standard of living necessary for health, efficiency, and 
general well-being of workers.” The minimums of 1938 and 1949 represented 
our measurement, in money terms, of what social decency required and what 
industry could afford. The handicap previously suffered by legitimate employers 
was removed in part, so that, at the minimum level of skill and in the lowest 
paying industries at least, all employers had equality of footing in the race for 
markets. 

Today we again find evidence of a great disparity in wage rates based, not on 
differences in productive efficiency, cost of living, difficulty of the work, physical 
hazard, or any other reasonable criterion for measuring the adequacy of a wage 
rate, but largely on the inability of some workers to bargain effectively with their 
employers. 

These low-paid workers have not been able to secure for themselves the benefits 
that have acerued to others in the population. In my own State, relatively few 
workers benefited from the 75-cent minimum when it went into effect. Workers 
in industries where earnings were low before, who received small increases right 
after the law became effective, have had smaller subsequent increases than 
workers in higher paying industries : 

Workers in 13 low-wage manufacturing industries in New York State (in which 
the average hourly earnings of production workers were less than $1.20 in Decem- 
ber 1949) had a 3-cent-an-hour average increase after the law became effective 
—2 28-cent increase subsequently, between April 1950 and February 1955 
(table 4). 

Workers in 38 medium-wage industries (in which the average hourly earnings 
of production workers were $1.20 to $1.49 in December 1949) gained an average 
of 38 cents from April 1950, to February 1955 (table 5). 





1084 AMENDMENT TO INCREASE THE MINIMUM WAGE 


Workers in 32 high-wage industries (average hourly earnings of production 
workers, $1.50 or over in December 1949) gained an average of 47 cents from 
April 1950, to February 1955 (table 6). 
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In the Nation as a whole, there was an average wage increase of 18 cents, 
between April 1950 and October 1954, in the 21 manufacturing industries that 
had a significant rise in wages right after the 75-cent minimum took effect 
(out of 110 manufacturing industries for which information is available from 
the Bureau of Labor Statistics). In 26 industries that had been moderately 
affected by the 75-cent rate, the average subsequent increase was 31 cents an 
hour; while in the 63 least affected the 1950-54 increase was 42 cents. 

The relative inability of many workers in low-paid industries to gain in- 
creases in wages for themselves has resulted in large differentials between re- 
gions and between States, within the same industries and occupations. The 
result has been that unhealthy migration of industry has been encouraged and 
industrial dislocation has been fostered. Areas have benefited not on the basis 
of advantage in natural resources, or more efficient utilization of resources, 
but from their ability to keep wage rates low. 

As a direct consequence, New York State and other States with relatively 
high-wage levels have, in some industries, lost ground to other States that pay 
substandard wages. For example: 

In the textile industry, among the 10 leading textile States, 5 have had rela- 
tive losses in employment since 1947. These were also the 5 States whose 
straight-time average hourly earnings were above the national average in April 
1954. Every State that had straight-time average hourly earnings lower than the 
national average gained in relative importance in the industry in the postwar 
period (table 7). 

Among the 12 leading States in the apparel industry, most of those with 
straight-time hourly earnings higher than the national average declined in rela- 
tive importance. All States with lower than average wage rates, except Mis- 
souri, increased in importance (table 8). 

In the leather and leather products industry, 3 out of the 9 States for which 
data are available gained employment relative to the country as a whole, and 
these States were among those with the lowest wage-levels (table 9). 

I do not mean that wage differentials have been the sole factor in induc- 
ing industry movement or industry expansion in new areas. But it is sig- 
nificant that the findings of responsible investigators indicate that wage rates 
are a significant element in these location decisions." In New York we have 
found that such plants as those of the American Woolen Co. in Utica and 
Fulton, the Alexander Smith plant in Yonkers, and the Utica Knitting Co. 
have gone to areas where average hourly earnings ranged from 15 cents to 
about 50 cents less than at their New York State locations. 


5 For example, the Bureau of Labor Statistics, in its study of labor in the South, found 
that: “In highly competitive industries, such as cotton textiles, the movement of industry 
to the South and the difficulties found by trade unions in maintaining and raising northern 
textile wages have historically been closely related to regional differences in industry wage 
levels. Similarly, in other competitive industries, especially those in which a large pro- 
portion of the labor force is composed of unskilled and semiskilled workers (as in wooden 
nonupholstered furniture, lumber, and cotton garments), the spread between northern and 
southern wages has been of great economic significance * * *” (Monthly Labor Review, 
October 1946, p. 511). 

Similarly, the committee agpcinted by the conference of New England governors, in its 
Report on the New England Textile Industry (1952), stated: ‘‘We find the major explana- 
tion of New England’s decline in textiles is the large differential betwen wage costs here 
and those in the South. Since wages are the major factor in value added in the manufac- 
turing process, the large difference in wage rates is of great importance * * * wage dif- 
fenentions pecount for more than one-half the cost differential between New England and 

e South” (p. 5). 
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The last of Utica’s large textile mills recently notified its 800 employees 
that operations would cease July 1. The Flagg-Utica Corp. (which took over 
the Utica Knitting Co.) stated that the operations would be transferred to an- 
other Flagg plant at Anniston, Ala. 

The Oneita Knitting Co. shut down its Utica plant at the end of 1954 and 
concentrated production in Andrews, 8. C. 

To the extent that migration develops the natural resources of areas that 
are comparatively underdeveloped industrially, it adds to the expansion of 
our economy and the economic strength of the country, both of which are in 
the interest of our national security. But sound economic growth cannot be 
pased on industries that run away to engage in business on a substandard 
wage level. 

To preserve the American way of life in communities where low wages are 
prevalent it becomes necessary to subsidize essential community services, such 
as schools, health, and protective services or, alternatively, to permit the slow 
depreciation of our manpower resources through inadequate nutrition and in- 
adequate schooling. Moreover, when an industry moves, the remaining indus- 
tries in the community are saddled with the costs of the attendant community 
disruption. 

A minimum wage of $1.25 an hour will help to prevent economic dislocation, 
make unnecessary subventions to low wage areas, prevent competition that is 
based on lower living standards for workers, and make our free enterprise sys- 
tem work better. 


WHY NEW YORK STATE HAS A VITAL INTEREST 


New York State has an important stake in the establishment of a $1.25 mini- 
mum wage. The lesson of the postwar era is that we live in an interdependent 
world. This is not only true on an international basis but has even greater 
application among the various regions of this country. We cannot have eco- 
nomic prosperity in some sections of the Nation and economic backwardness 
in other sections without suffering the risk of economic dislocations and unem- 
ployment. 

As the leading manufacturing State and the largest single supplier of inter- 
state wholesale, utility, and financial services, New York depends, even more 
than other States do, on the continued prosperity of every part of the Nation. 
It has more workers covered by the fair labor standards law than any other 
State—approximately 2.7 million out of 24 million or 11 of every 100 covered 
workers. The great majority of these workers are employed in manufactur- 
ing industries that have a national market for their products as well as serv- 
ing the economic needs of the State’s population. Earnings in covered em- 
ployment total $11 billion a year. 

Despite the generally high earnings levels of the State’s workers, like every 
other State we have some low-paying industries. In the manufacturing indus- 
tries about 18 percent of the 1,400,000 production workers earn less than $1.25 
an hour (table 10). These workers are employed principally in the lumber, 
shoe and leather, and novelty and other miscellaneous manufacturing industries. 
In these low-paying industries about 25 to 30 percent of the workers are em- 
ployed in shops where the plant average hourly earnings are less than $1.25 
(table 11). 

We estimate that, if a $1.25 minimum wage is enacted, a total of about 16 
percent of the manufacturing and other workers in New York State will re- 
— wage increases, and that total payrolls will go up about 2 percent (table 
2). 

We would like to raise the wages of these underpaid workers. But New 
York State employers, however willing they may be, cannot act unilaterally and 
still meet the competition of their competitors who pay much less. In the 
same way, it would be inequitable to raise the wages of these workers by means 
of State action. To do so would impose severe competitive handicaps on their 
employers, because a very substantial proportion of these workers are employed 
in industries that face national competition. A Federal minimum would apply 
equally to New York State employers and to their competitors. 


SUMMARY 


To sum up my position, I advocate raising the minimum to $1.25. I advocate 
this because it is my conviction that a higher standard of living for the low- 
income groups is our best advertisement for freedom in a world in which our 
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free enterprise system is at war with the forces of collectivism. I believe that 
we cannot afford a wage structure that denies to sizable groups of workers 
and their families adequate standards of nutrition, clothing, and housing. | 
am convinced that competition based on substandard wages hurts the free 
enterpirse system. It places the short-run advantage of the low-wage firm 
above that of the national welfare. Finally, it is my opinion that we cannot 
in common decency provide a minimum wage of less than $1.25 an hour today 
in the light of this Nation’s present rate of production. ‘ 

Establishment of a $1.25 minimum will not interfere with the normal proc. 
esses of individual and collective bargaining through which the wages of the 
great majority of workers are determined because there is a wide area aboye 
$1.25 in which the forces of the market can operate. 

It will stimulate labor and management to increase efficiency. A collateral] 
effect may be the correction of the price structure in those cases in which the 
consumer has been profiting from low prices for goods and services at the expense 
of workers in a given industry. 

Although some difficulty will be created in a small number of industries dur- 
ing an adjustment period, I believe that once again the people predicting dire 
consequences will be proved wrong as they were in 1938 and in 1950 and that 
the establishment of the $1.25 minimum will benefit the Nation and provide a 
reasonable standard of living for working Americans. 

I urge upon you, therefore, the adoption of the $1.25 minimum wage standard 
as a method of making our competitive free enterprise system work more effec- 
tively for the common good, There is no better argument that we, as a nation, 
can present to the peoples of the world who must decide between the relative 
merits of collectivism and those of free enterprise than the standard of living 
that our system can produce for the least favored in our industrial society. 


TABLE 1.—Gross national product, national income, personal income, and labor 
income, 1938 and 1950 to 1955 
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1 First quarter. Seasonally adjusted annual rate. 
Source: Economic Report of the President, Jan. 20, 1955, and Survey of Current Business, May 1955. 


TaBLE 2.—Average hourly earnings in selected industries, United States, 1941, 
1950, and, 1954 
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TaBLE 3.—Hffect of increasing Federal minimum wage rates to $0.90, $1.10, and 
$1.25, manufacturing production workers, by selected industry groups, United 
States, April 1954 
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Machinery (except electrical) 

Transportation equipment 

Instruments and related products_ 

Miscellaneous manufacturing industries-_.__.___- 





NendurabiewGGe.. G; s6e din cccc Bb sbisd. siccueweiscns 





Food and kindred products-_-...-._..._-.-- | 

Tobaceo manufactures ae <a Ye 

Textile mill products; apparel and other finished 
textile products | 13.9) 366 

Paper and allied 
and allied industries SS EES 3.4} 10.4 | 

Chemicals and allied products; products of petro- 
leum and coal 3.1 | 6.9 | 

Leather and leather products. -.--_-._......_-- ost te t FRY 





1 Less than 0.05 percent. 
Notge.—Estimates made from wage distributions published by U.S. Bureau of Labor Statistics. 
Source: U. 8. Bureau of Labor Statistics Bulletin No. 1179: Factory Workers’ Earnings, April 1954. 


TaBLE 4.—Changes in average hourly earnings of manufacturing production 
workers employed in industries which had lowest average hourly earnings 
prior to the adoption of the 75-cent minimum wage, New York State 





Gross average hourly earnings 


j 7 | 
Increase, 

| Decem- | April | Febru- | = 
ber 1949 1950 ary 1955 | pobru- 
ary 1955 


Industry 





13 industry average 


Leather gloves and mittens_____._- (AS ie, 5 oe a 
Perfumes, cosmetics, and toilet preparations 

Canning and preserving 

Knitting mills 

Tobacco manufactures 

Women’s, children’s, and infants’ undergarments__..... ..______| 
Toys and sporting and athletic goods___._.._..........-...-- _| 
Pens, pencils, and other office materials 

Miscellaneous fabricated textile products 

Lumber and wood products (except furniture) 

Miscellaneous apparel and accessories 

Confectionery and related products 
Costume jewelry and novelties, buttons, notions........_.____-| 


eres ee 
ores eee ee 
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TABLE 5.—Changes in average hourly earnings of manufacturi 
workers employed in industries which had medium average h 


ourl 


prior to the adoption of the 75-cent minimum wage, New York State 


Ng production 


Y earnings 





Gross average hourly earnings 








April 
1950 





38 Industry average 


Other leather products 

Footwear (except rubber) 

Pottery and related products 

Men’s and boys’ furnishings, work clothing, etc 

Handbags and small leather goods 

Other textile mill products 

Other paper products 

Paperboard containers and boxes 

Broad-woven fabric mills 

Other miscellaneous industries 

Miscellaneous food preparations 

Dyeing and finishing textiles 

Dairy products. t 

Lighting fixtures 

Drugs and medicines 

Other chemical products 

Pulp, paper, and ps perboard mills 

Cutlery, hand tools, and general hardware 

Communication equipment and related products 

Bakery products. ____- 

ae ee eee ae Si ER 

be EE ES ee 

Glass and glass products 

Other fabricated metal products 

Children’s and infants’ outerwear 

Other transportation equipment 

Household furniture 

Metal stamping, coating, and engraving 

Leather, tanned, curried, and finished 

Rubber products 

Meat products 

Paints, varnishes, lacquers, inorganic color pigments, and re- 
lated products 

Electrical equipment for motor vehicles, aircraft, and railway 
locomotives and cars 


Service, industry and household machines 
Carpets, rugs, and other floor coverings 


# 
$ 


& 


wn 
-_ 


~ 
_ 








SRSeat & SSESSASSeSesssesssessseseeeseyy 
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SSSSSSVSRSSASSHAHSRBSEEBSRERNBY 


et et et et 
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TaBLE 6.—Changes in average hourly earnings of manufacturing production 
workers employed in industries which had high average hourly earnings prior 
to the adoption of the 75-cent minimum wage, New York State 





Gross average hourly earnings 





[_ 

| | Increase, 
Industry | | April 
| 1950- 
| Febru- 
| 
| 
| 


| 


April Febru- 
1950 ary 1955 





ary 1955 





32 industry average 


wr 
es 


$0. 47 





CD | 
Other stone, clay, and glass products 
Instruments, optical goods, watches, clocks 
Other machinery 
Metalworking machinery 
Electrical generating, transmission, distribution, and industrial 
apparatus 
Je ad. silverware, and plated ware 
Fabric ated structural metal products- ‘ 
Heating apparatus (except electric) and plumbers’ ‘supplies - 18 
Other primary metal industries 
Grain mill products 
Rolling, drawing, and alloying nonferrous metals 
Photographic equipment and supplies 
Motor vehicles and motor-vehicle equipment | 
Special industry and general industrial machinery...........__- 
Aircraft and parts 
Industrial inorganic chemicals 
Nonferrous foundries -- eS 
Industrial organic chemicals. 
Blast furnaces, steelworks, and rolling mills 
Ship and boat building and repairing 
Office and store machines and devices- 
Soap, glycerine, cleaning preparations, ete 
Other printing and publishing and allied industries 
Petroleum and coal products 
Millinery 
Beverage MMI Lhe tniisii onc en mcseceneccdcn: | 
Commercial printing and lithography 
Women’s and misses’ outerwear 
Railroad equipment__-_-__. A sli TE 
NewWspepera...ccuastdkh ikon pean ine nds nmcnkbeeasune | 
Le RRS Ee Ie EIS BS 


tet feet fet et 
pat et pet pet et 
bo 

oo 

io) 





a Nd al ol ook ol ooh 
q 1g 2) r) 7) D bors ¢ ¢ owe 
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EBD et ek et et pet pt fet eet et ett fet pt fet et et at et ft ft et 
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TasLe 7.—Hmployment trends in relation to current earnings levels. 1945—April 
1954, textile-mill products industry 


{Employment in thousands] 








| 
Increase or | Straight- 
decrease in | time aver- 
State | ————=| percent of | age hourly 
| national | earnings 
| 1947 mart) April “2 re Gxt . 
age)! | 1954 2 1947 April 1954 ] April 1954 


Percentage of national 


Employment employment 








United States 1, 233. 4 73.8 | .0 | 100.0 | | $1. 34 





New Y ork 6.5 
3.5 
6. £ 
9. § 
3. 


Pennsylvania 
Virginia... 


| 

Connecticut — 4 ‘ 2. 
| 
| 


. 4 | , 20. § 
South Carolina..............- .f ‘ 12. 6 


Georgit.... « ssiainuetiinainaialmanon | 5 | 8. i 9. +16. 


u 


Pe pee et et fet fet fet et et et 
TTT rT on 





'U. S. Department of Commerce, Bureau of the Census, Annual Survey of Manufactures: 1952. 
2 Ste ate reports. 


? Computed from State reports on the basis of BLS formulas. 


Note.—Employment data not strictly comparable because of classification differences, adjustment to 
benchmark data, and seasonal variations in employment. 
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TABLE 8.—Hmployment trends in relation to current earnings levels, 1947- —April 
1954 apparel and other finished tertile products industry 


[Employment in thousands] 





Percentage of national 
Incre 
employment FR ng in Straight 
State — percent of | ime hourly 


teen national | ,°@rnings 
ee hee) je 1947 | April 1954 April 19545 


Employment 














1,081.8 | 


382.8 | 
inate tae era npn 43.1 
New Jersey 70.0 | 

60. 2 

47.5 | | 

issouri___- 37.5 | 

Pennsylvania. 
Virginia + 
Georgia_- 5. . 
North Carolina. ----....--- ‘ 6 | 4 | 5 | 


So 





«8/5 


Poo Go 
NEM AOnNWNOBRH OI 





BN 0 os 5 Sed —— 
Mississippi 








1U. 8. Department of Commerce, Bureau of the Census, Annual Survey of Manufacturers, 1952. 
2 State reports. 


3 Computed from State reports on the basis of BLS formulas. 


Note.—Employment data not strictly comparable because of classification differences, adjustment 
benchmark data and seasonal variations in employment. 


TABLE 9.—Employment. trends in relation to current earnings levels, 1947-April 
1954, leather and leather products industry 


{Employment in thousands] 





| } 
Percentage of national | | Sserunes ar 
employment decrease ta | | 
State | Dercent of “earnings 
| omen Face nationa! - 
a as 1947 | April 1954} total | APril 1954? 


Employment Straight 








United States 


z 


ee ROD TOI Or o 





Massachusetts 
Wisconsin 


New Hampshire 
Pennsylvania 


Virginia 


os 


eBEBSERES 


Ook RK Aw 0 
- 
r= 90 ox Go ym magn 
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1U. 8. Department of Commerce, Bureau of the Census, Annual Survey of Manufactures: 1952. 
2 State reports. 
3 Computed from State reports on the basis of BLS formulas. 


Note. Employment data not strictly comparable because of classification differences, adjustment 
benchmark data, and seasonal variations in employment. 
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TaBLE 10.—Estimated distribution of production workers in durable- and 
nondurable-goods manufacturing industries, by straight-time average hourly 
earnings, New York State, April 1954 


[In thousands] 





Distribution Percent distribution 


| | ] 
Durable | ,Non- | Non- 
| } 
| 
| 
| 





Average hourly earnings 
(in cents) aa 
durable Total | ae | durable 
goods | goods 





Under 75 
75 and under 80 
80 and under 85___.-.-- SREY 5h 
85 and under 90 
90 and under 95 
95 and under 100_. _- 
100 and under 105 
105 and under 110 
and under 115 
5 and under 120 
20 and under 125 


NONSNNNE SS 


| 
| 
| 
| 


popepe per por mers 


and under 135 
5 and under 140 
and under 145 
5 and under 150 
0 and under 160 
and under 170 
70 and under 180 
and under 190 
and under 200 
and under 210 
and under 220 
220 and under 230 
230 and under 
240 and under 250 
25) and over 
Number of workers 
Average hourly earnings 1. ___. $1. 72 } a 
| 
' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
Note.—Because of rounding, sums of individual items do not necessarily equal totals. 
Source: Estimated by the Division of Research and Statistics on the basis of data for the Northeastern 


States by industry and for the Middle Atlantic States by durable and nondurable goods as determined by 
the U. 8. Bureau of Labor Statistics. 
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TaBLE 11.—Percent distribution of manufacturing production workers, by pian: 
gross average hourly earnings, New York State, January 1955 





Industry group 


Num- 
ber of 


ly. 
Workers 


Pereent of workers in plants whose 


gross average hourly 


earnings (in cents) is— 





110-124) 125-149) 150-199 


200-249 











All manufacturing 


Durable goods--......-.-. es 


Lumber and wood prod- 
ucts (except furniture) --- 


Furniture and fixtures 


Stone, clay, and glass prod- 


ucts 


Primary metal industries - - 
Fabricated metal products 


(including ordnance) 


a inna (except electri- 


Electrical machinery, 
equipment, and supplies. 
Transportation equipment. 
Instruments; photographic 
and optical goods; 


watches and clocks 
Nondurable goods 


Food and kindred products_ 


Tobacco manufactures 
Textile mill products 


Apparel and other finished 


fabric products 


Paper and allied a, 
ng an 


Printing, publis 


Chemicals and allied prod- 


Leather and leather prod- 


ucts ? 


Miscellaneous manufactur- 


ing industries 


6.3 ; 37.8 





31.5 





1.8 


4 
© 


52.9 
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es 
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2.0 
17.5 


24.9 
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1 Less than 0.05 percent. 


20.1 percent of workers in plants with earnings less than 80 cents. 


TasLe 12.—2stimated effects of increasing the Federal minimum wage, New 
York State, April 1954 





Total 


Manufacturing 


Nonmanufacturing 





Number | Percent 


Number | Percent 





Number of covered workers 
Workers earning bel 


1.25 
Total annual payroll (in millions) -_. 
Increase in payroll (in millions) if 
increased 


to— 





435, 000 
$11, 319 
$17 


$102 
$221 








1, 700, 000 


60, 000 
os 


306, 000 
$7, 089 


$11 
$31 


$68 
$158 








1, 000, 000 


14, 000 

32, 000 

63, 
129, 

M, 
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STATEMENT OF Hon. Georce M. RHODES, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF PENNSYLVANIA 


Mr. Chairman, I appreciate the opportunity of submitting this statement in 
support of legislation before your committee which would increase the minimum 
wage to $1.25 an hour. 

I have introduce a bill (H. R. 6997) to extend coverage to the retail trades, 
but in view of the decision of this committee to defer consideration of coverage, 
I will withhold comments on this important and interrelated aspect of the 
minimum-wage issue. 

Mr. Chairman, before proceeding with the main portion of my statement, 
I think it would be worthwhile to restate the basic reasons for minimum wage 
legislation. I would like to quote the congressional finding and declaration of 
policy set forth in enacting the Fair Labor Standards Act of 1938, as amended 
jn 1949: 

“(a) The Congress finds that the existence, in industries engaged in com- 
merce or in the production of goods for commerce, of labor conditions detrimental 
to the maintenance of the minimum standard of living necessary for health, 
efficiency, and general well-being of workers (1) causes commerce to be used 
to spread and perpetuate such labor conditions among the workers of the sev- 
eral States; (2) burdens commerce and the free flow of goods in commerce; (3) 
constitutes an unfair method of competition in commerce; (4) leads to labor 
disputes burdening and obstructing commerce and the free flow of goods in 
commerce; and (5) interferes with the orderly and fair marketing of goods 
in commerce, 

“(b) It is declared to be the policy of this chapter, through the exercise 
by Congress of its power to regulate commerce among the several States and 
with foreign nations, to correct and as rapidly as practicable to eliminate the 
conditions above referred to in such industries without substantially curtailing 
employment or earning power” (29 U.S. C., sec. 202). 

This language clearly justifies the Federal Government’s recognition of the 
principle of a minimum wage for American workers and sets the stage for 
the current hearings on just what the minimum wage should be. 


PRINCIPLE OF MINIMUM WAGES 


The need for a minimum wage is now generally accepted by all but a few 
die-hard groups and individuals in our modern-day society. Most people realize 
that the existence of substandard wage levels create a drag on the entire economy, 
threaten to debase the living standards of higher paid wage earners, and act 
as “an unfair method of competition in commerce,” as the original 1938 act 
pointed out. 

The continuing growth of our economy is prevented from realizing its full poten- 
tial because of these substandard wages. Millions of workers are thus denied a 
living wage for themselves and their families. Lacking adequate purchasing 
power, they cannot afford to buy the goods and services produced in abundance 
for the betterment of living standards. This has a crippling effect on the entire 
economy. The principle of the minimum wage is economically and morally 
sound and in the long-range best interests of all Americans. 


DIRE PREDICTIONS UNFOUNDED 


We all remember some of the extravagant opposition statements which were 
made when the original Fair Labor Standards Act and the 1949 amendments 
were being considered by Congress. Some predicted that it would destroy the 
American labor movement. Others charged it would have an inflationary effect 
onthe economy. Still others forecast a limitation of competition in industry, and 
possible bankruptcy of many businesses and increased unemployment. 

All of these arguments have been thoroughly disproved in the years which 
have intervened. We have seen an unprecedented growth of our economy by all 
terms of measurement. National prosperity, output, employment, workers’ effi- 
ciency, and our standard of living have all risen to new heights. Yet today we 
hear these same old arguments from the same groups and individuals who con- 
tinue to conveniently overlook the facts of our economic life. 

Rapidly growing southern industries were among the most outspoken critics 
of the 1949 minimum-wage increases from 40 to 75 cents an hour. It was pre- 
dicted that the increase would curtail the economic and industrial development 


in the Southern States. This argument has also been proved false and short- 
sighted. 
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EFFECTS OF 1949 MINIMUM-WAGE INCREASE 


A study of the effect of the last minimum-wage increase has been conducted 
by the Department of Labor, concentrating on 5 low-wage industries where gy). 
stantial numbers of employees were receiving less than 75 cents an hour in 1949 
The study concluded that the wage increases had no appreciable effect on employ- 
ment and that the industries showed a very high degree of adjustment to the 
increased minimum wage. 

The Labor Department study proved that, despite protests by affected indus. 
tries, even the lowest-wage industries were easily able to absorb the 75-cent-ap- 
hour-minimum wage 5 years ago. 

Since that time the minimum wage has remained unchanged but manufacturing 
wages have gone up by about 30 percent. Most industries, particularly in the 
South, have improved their financial positions and are now better able to pay 
a higher minimum wage than they were 5 years ago. Moreover, increases in the 
cost of living and increased productivity per man-hour by American workers 
must also be considered in determining a new minimum wage. 


$1.25 AN HOUR IS A FAIR MINIMUM 


Mr. Chairman, I am convinced that an increase in the minimum wage from 
75 cents to $1.25 an hour is thoroughly justified, solely on the basis of upward 
changes in our economy over the past 5 years. 

Since the last minimum-wage increase went into effect on January 1950, the 
cost of living has risen by about 14 percent. Average hourly earnings in man- 
ufacturing industries have risen by about 40 cents an hour—from $1.38 to $1.73— 
in the past 5 years. In addition national productivity over this period has 
increased about 20 percent, or about 4 percent, a year higher output per 
man-hour of work than in 1950. 

If we consider only the upward changes in the cost of living and increased 
output of American workers, a minimum wage of about $1.03 would be needed 
just to put these workers in the same economic position they were 5 years ago. 
That is not enough. Already we have seen the emergence of new wage pat- 
terns in the recent 3-year contracts signed by the United Automobile Workers, 
CIO, the Ford Motor Co., and General Motors Corp. These new contracts provide 
an estimated 20 cents an hour increase in combined wage, pensions, and other 
fringe benefits. We must not permit minimum-wage legislation to become obsolete 
even before it has cleared this committee. 

We must also consider the general wage improvements over the past 5 years. 
According to the Bureau of Labor Statistics, wages during this period have 
increased 52% cents an hour in the bituminous-coal industry; in the rubber 
industry, wages have gone up 45 cents an hour; in the meat-packing industry, 
41.3 cents an hour; in farm equipment, 44 cents an hour; in the vital steel in- 
dustry, 38% cents an hour,and soon. The average increase in all manufacturing 
industries has been about 40 cents an hour since 1950. 

If this entire amount were added to the $1.03 cents an hour minimum, which 
is clearly justified solely on the basis of the increased cost of living and man-hour 
productivity increases since 1950, the new minimum would be at least $1.48 an 
hour. Even this would not take into effect the new wage patterns being estab- 
lished this year. 

Of course, it can be argued that the 40 cents an hour average pay increase 
over the 1950-54 period includes some wage adjustments for the increased cost 
of living and increased productivity. But it also is a reflection of the growth 
of our gross national product, the expansion and higher profits being made by 
industry, and the steady upward trend in the American standard of living. 
Thus if we add in only slightly more than half of this average 40 cents an 
hour wage increase, we arrive at a fair justification for at least $1.25 cents an 
hour minimum wage. 

Assuming a $1.25 an hour minimum wage, this would mean only a $2,500 a year 
income for American workers, based on a 40-hour week, 50 weeks a year. This 
amounts to only $50 a week, before deductions. Could anyone here support his 
family on that amount, in view of our heavy tax burden, our standard of living, 
and the other financial demands of our modern society? 


MINIMUM FAMILY BUDGET 


With respect to the income necessary to provide a decent standard of living 
for our people, it would be well to examine a 1951 study of the cost of a city 
worker’s family budget of 4 persons made by the Bureau of Labor Statistics in 
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94 United States cities. This budget was described as providing the “necessary 
minimum with respect to items included and their quantities as determined by 
prevailing standards of what is needed for health, efficiency, nurture of children, 
social participation, and the maintenance of self-respect and the respect of 
hers.” 

* This study showed that the cost for such a budget ranged from $3,812 in New 
Orleans (the lowest) to $4,454 in Washington, D. ©. (the highest). While the 
city of Reading, Pa., (the largest city in my district) was not included in the 
study, the budget for the two nearest cities may be cited. Scranton, Pa. was 
¢4.002 and for Philadelphia the figure was $4,078. Since 1951 the cost of living 
has risen by about 3 percent, so that a minimum wage of well over $2 an hour 
would be needed to fulfill the requirements of this minimum budget. 

Thus the $1.25 an hour minimum is not unreasonable or overly-liberal. On 
the contrary it is a conservative figure when all of the weight of the evidence 
is considered. 

EFFECTIVE DATE 


One of the most important considerations which I feel should be brought to 
the attention of this committee is the importance in the selection of the effective 
Jate of any minimum-wage legislation reported. 

The bill passed by the Senate (S. 2168) provides that the new minimum wage 
go into effect in the United States on January 1, 1956. It seems to me that this 
is an unreasonable delay. The 1949 Fair Labor Standards Act amendments went 
into effect 90 days following enactment. I feel that the same 90-day period should 
be specified in the pending legislation and hope that such an amendment will 
be offered and accepted by this committee and by the House. 

Assuming favorable action by Congress in this session to increase the minimum 
wage and assuming the bill was signed by August 1, its effective date would be on 
or about November 1, 1955. This would give workers now receiving substandard 
wages approximately 7 weeks of higher pay at the new minimum before Christ- 
mas. 

Consider for a moment what this would mean to the countless numbers of 
workers and their families receiving such wage increases. For a worker now 
receiving the 75 cents an hour minimum, an increase to the $1.25 an hour minimum 
would give him an additional $20 for a full 40-hour week or about $140 more 
spending money in the interval between the effective date of the new law and the 
Christmas holiday season. 

Consider also the stimulating effect on business and our economy in general 
as these high-velocity dollars are quickly put into circulation to buy the goods and 
services which would become available to these workers under the new minimum 
wage law. 

In view of the speed at which Members of Congress acted on legislation to raise 
congressional and judicial salaries, I feel that it is extremely unfair to make these 
lowest paid workers wait until next year for their pay increases. It would be 
applying a double-standard—quick raises for Members of Congress and judges as 
compared with delayed-action raises for needy families. 

I have prepared a chart which shows the chronological comparison of con- 
gressional action in the speedy adoption of the congressional and judicial pay 
bill as contrasted with the rather leisurely action thus far on minimum wage 
legislation. (See exhibit I.) 

Mr. Chairman, in conclusion I would like to have made part of the record sev- 
eral communications which I have received in regard to the pending minimum 
wage legislation. I think they are typical of the feeling of both labor and manage- 
ment in my area in support of a $1.25 an hour minimum wage. 

(The exhibits referred to follow :) 


63489—55——_71 
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Exnursit I,—Chronological comparison of congressional action on— 





Legislation to raise congressional salaries 1955 date Legislation to raise the minimum wage 





House pay raise bills introduced . House minimum wage bills introduced 
President urges congressional and judicial . President urges increase in minimum wage 
pay raise in state of Union address. in state of Union address. , 

Labor Secretary Mitchell announces 
administration intention to seck exten. 
sion of coverage to retail and service 
employees. 

Senate pay raise bills introduced maa! 
resident again urges increase in mini 
wage in his Economic Report. a 

Senate Judiciary Subcommittee holds hear- 
ings on Pay, raise bills. 

Senate Judiciary Committee favorably 
reports pay raise bill, 8. 462. 

House Judiciary Subcommittee favorably 
reports pay raise bill, H. R. 5 to full 
committee. 

House Judiciary Committee favorably 
reports clean pay raise bill, H. R. 3828. 

House passes H. R. 3828 by 283-118 vote; 
pay raise retroactive to Jan. 1, 1955. 

Senate passes 8. 462 by 62-24 vote; pay raise 
effective Ist day of month following enact- 
ment; bill sent to conference. 

Senate-House conference report filed on pay 
raise legislation. 


Senate rejects conference report, insists on 
certain amendments; bill returned to 
conference. 

Senate agrees 

House agrees to 2d conference re 

President signs pay raise bill, H. R. 3828; 
effective Mar. 1, 1955; Public Law 9. 

Apr. 14, 15,19, | Senate Subcommittee on Labor of Senate 
20, 21, 22, 26, Labor and Public Welfare Committee 
27, 29. holds hearings on various bills to increase 

the minimum wage. 

May 2, 3, 4, 6, | Senate Subcommittee on. Labor of Senate 
9, 10, 11, 17, Labor and Public Welfare Committee 

8. holds hearings on various bills to increase 
the minimum wage. Labor Department 
spokesman denies administration recom- 
mendation for additional coverage. 

House Education and Labor Committee 
begins hearings on minimum wage bills. 

House hearings continue. 

Senate Subcommittee on Labor approves a 
clean bill, 8. 2168 provides $1 an hour 
+ on nam wage; House hearings con- 
tinue. 

Senate Labor and Public Welfare Commit- 
tee favorably reports 8. 2168; House 
hearings continue. 

Senate passes 8. 2168 by voice vote; $1 an 
hour minimum wage to take effect on 
Jan. 1, 1956; House hearings continue. 

House hearings continue. 














Suret Workers UNION, 
Pottsville, Pa., April 5, 1955. 
Congressman GEORGE M. RHODES, 
House Office Building, Washington, D.C. 

Dear CONGRESSMAN Ruopes: The administration’s proposed legislation to in- 
crease the present Federal minimum wage of 75 cents per hour to 90 cents is 
inadequate and unrealistic in relation to prevailing prices and present-day cost 
of living. In spite of our American high standard of living, the fact is that mil- 
lions of American workers still do not earn enough to provide the necessities of 
life for themselves and their families. These American families do not share in 
the wealth created by our technical know-how and great productivity and con- 
sequently their poverty and low purchasing power depress the economic life of 
their communities. 

It is our considered judgment that a minimum wage of $1.25 per hour is long 
overdue. It is essential to the health of our economy and to the social progress 
and continued prosperity of the Nation. 
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We. in the shirt, outerwear, and cotton-garment industries of eastern and cen- 
tral Pennsylvania are vitally concerned in the wage legislation for unless the 
«1.25-per-hour minimum wage becomes the law of the land many of our manu- 
facturing establishments will join the exodus to the South in even greater num- 
pers and this will create many ghost towns, especially in the coal regions of our 
State. 

It may be of interest to you as a Representative of the people of our Common- 
wealth that since the year of 1952 many shops have closed doors throwing out of 
employment 6,000 members of our organization alone. Other needle-trades in- 
dustries and textile throughout the State have thrown out of employment many 
thousands more, 

It is well known that the South and Southeast have been luring industries 
from the North by offering all kinds of inducements such as: free taxes, cheap 
power, and cheap labor. The movement to the South has created an unfair 
competitive market, undermining the standard of living of millions of workers 
and putting out of business many reputable old established concerns. 

The Bureau of Labor Statistics conducted a survey in the men’s and boys’ 
dress shirts and nightwear industries covering the month of May 1954, reported 
that in the Southeast where more than one-third of the 85,000 in the industry 
were employed the average hourly wage was 94 cents per hour and in the Middle 
Atlantic States the average hourly wage was $1.22 per. hour. 

By voting and using your influence in behalf of legislation for the $1.25-per- 
hour Federal minimum wage you will protect the people whom you represent, 
raise the standard of living of the less fortunate of the entire Nation, and keep 
Pennsylvania industrial enterprises from financial insolvency and moving down 
South. 

We sincerely hope that you will see the social and economic necessity for the 
$1.25-per-hour minimum-wage legislation at this time and give it your whole- 
hearted support. 

Respectfully yours, 
Davip J. Monas, 
Manager, Pennsylwania Joint Board, Amalgamated Clothing Workers of 
Americe. 


OsAN MANUFACTURING Co., INC. 
Boyertown, Pa., April 22, 1955. 
Hon. Geo. RHODES, 
Pennsylvania Congressman, 
Washington, D. C. 


Dear REPRESENTATIVE: As a manufacturer I am writing to you to urge that 
you work for and vote for an increase in the Federal minimum wage to $1.25. 

I am a manufacturer of men’s pants, and a minimum wage of $1.25 is the 
only defense my company will have against the low wage manufacturers in 
low wage areas who are dragging down the standards of our industry. I am 
proud of our high standards, and I will stick to them, but the low-wage manu- 
facturer is exerting a competitive pressure which threatens the standards of 
all of us who consider ourselves responsible. 

I would like to point out, in addition, that low wage manufacturers are a 
threat not only to our industry but also to our community, and to the Nation 
as a whole. They are a threat to our community, because if they succeed in 
driving my industry out of business, many workers will be out of jobs, and 
the welfare of the community as a whole will suffer. They are a threat to the 
Nation, because low wage workers are a drag on the economy. Their low 
wages reduce consumer purchasing power and this in turn means fewer cus- 
tomers for the builder, the retailer, and the manufacturer. 

I respectfully hope that we may count on your support in this matter. 

Sincerely yours, 
Osan MANUFACTURING Co., INC., 
Vincent J. Naso. 
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SILK & Rayon Printers & Dyers AssoctaTIOn or AMeRicA, INc., 
New York 18, N. Y., May 23, 1955 
Congressman GErorce M. RHODES, . 
House of Representatives, Washington, D. C. 


Deak CONGRESSMAN RHopEs: The board of directors of this association rep- 
resenting over 100 dyeing, finishing, and printing plants, a number of which 
are in the State of Pennsylvania, have gone on record favoring the increase in 
minimum wages from the present 75 cents to $1.25 per hour. 

Our industry average is in excess of $1.60 per hour, and an increase in the 
present minimum wages would enable our industry to better survive in com. 
petition with low wage paying segments in other areas. 

I believe that the proposed 90 cents minimum is inadequate in the face of 
present conditions, and we feel that a minimum of $1.25 per hour is much more 
realistic and, although lower than we are paying, would be at least a step in 
the right direction. 

If there is any further information or data you require from us, please do 
not hesitate to call upon me. 

Very truly yours, 


Dean M. Lewss, President. 


ResoLuTion AbopreD BY Berks County INDUsTRIAL Union Counci., CIO, 
EGULAR MONTHLY MEETING, JUNE 1, 1955 


Whereas the President of the United States has proposed, and Congress is 
now considering, legislation to increase the Federal minimum wage above the 
present inadequate figure of 75 cents an hour; and 

Whereas a fair and reasonable minimum wage would raise the living stand- 
ards of underpaid workers, increase the national income, stimulate business 
activity, minimize unfair industrial competition based upon sweatshop wages, 
and help to solve the problems of runaway shops; and 

Whereas a fair and adequate minimum wage is of particular concern to 
workers whose earnings have been frozen and in many cases reduced because 
unscrupulous owners of unorganized mills have held wages down below the level 
of subsistence, who have for 4 years suffered unemployment and partial unem- 
ployment from the resulting chaos of liquidations and migrations, and who live 
in constant fear that some new sweatshop will steal their livelihood; and 

Whereas the imposition of such conditions on more than a million workers 
is an intolerable abuse of economic justice and a threat to the Nation; and 

Whereas the President’s proposal of a 90-cent minimum falls far short of the 
need, and will not significantly remedy any of the problems we have cited: 
Therefore, be it 

Resolved by Berks County Industrial Union Oouncil, CIO, That we most 
strongly urge the Congress of the United States to raise the Federal minimum 
wage to $1.25 an hour, and call upon our Senators and our Representative to 
support such legislation and work diligently for its adoption. 

Submitted by 

Epwarp F. Haas, 
President, Berks County Industrial Union Council, CTO. 


Ponce, P. R., June 23, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, House Labor Committee, 
Washington, D. 0. 

Strongly support position Governor Mufioz before House Labor Committee. 
Inflexible and arbitrary wages would be extremely dangerous for economy of 
Puerto Rico. 

Foormits SHOE Corp. 


Ponce, P. R., June 23, 1955. 
Hon. SAM RAYBURN, 
Speaker of the House, 
Washington, D. C. 

Strongly support position Governor Mufioz before House Labor Committee. 
Inflexible and arbitrary wages would be extremely dangerous for economy of 
Puerto Rico. 

Foormits Sor Corp. 
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Ponce, P. R., June 23, 1955. 
Senator PAUL DovuGLas, 


Washington, D.C. 
Sincerely hope that Senate will reconsider its position on bill 2168 in light 
Governor Mufioz testimony before House Labor Committee. 


FoormMits SHOE Corp. 


PONCE, P. R., June 23, 1955. 
Hon. Joun McCormick, 


House Majority Leader, 
Washington, D. C.: 

Strongly support position Governor Mufioz before House Labor Committee. 
Inflexible and arbitrary wages would be extremely dangerous for economy of 
Puerto Rico. 

FoorMits SHOE Corp. 
Ponce, P. R., June 23, 1955. 
Hon. JosepH MARTIN, 

House Minority Leader, 
Washington, D. C.: 

Strongly support position Governor Muiioz before House Labor Committee. 
Inflexible and arbitrary wages would be extremely dangerous for economy of 
Puerto Rico. 


Foormits SHOE Corp. 

San JuAN, P. R., June 24, 1955. 
Hon. GRAHAM BARDEN, 

Chairman, Labor Committee, 

Washington, D. C.: 

Strongly support position Governor Mufioz before House: Labor Committee. 

Inflexible and arbitrary wages would be extremely dangerous for economy of 

Puerto Rico. Remember Boston Tea Party. Taxation without representation. 


BAYCONDE. 

San Juan, P. R., June 23, 1955. 
Hon. GRAHAM BARDEN, 

Chairman, House Labor Committee, 

Washington, D. C.: 


Sincerely hope that Senate will reconsider its position on bill 2168 in light of 
Governor Mufioz’ testimony before House Labor Committee. 


CoroNA BREWING Corp. 

San Juan, P. R., June 23, 1955. 
Congressman GRAHAM BARDEN, 

Washington, D. C.: 


Position Governor Mufioz before House Labor Committee strongly supported 
by manufacturers. 


R. and O. BETANCOURT. 
Veca Auta, P. R., June 23, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, House Labor Committee, 
Washington, D. C.: 

We fully support Governor Mufioz-Marin position before House Labor Com- 
mittee. Puerto Rican economy would be in extremely dangerous level if inflexi- 
ble and arbitrary wages are put in. 

Vicor SERRANO & Sons, Inc. 
San Juan, P. R., June 23, 1955. 
Hon. GRAHAM BARDEN, 

Chairman, House Labor Committee, Washington, D. C.: 


We give strong support to position Governor Mufioz before House Labor Com- 


mittee. Inflexible and arbitrary wages would be extremely dangerous to Puerto 
Rican economy. 


Svors. DE Jose FERNANDEZ. 
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San JuAN, P. R., June 28, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, House Education and Labor Committee, 
Washington, D. 0.: 

The Rotary Club of Arecibo in behalf of the industries and commerce of this 
community looks with dismay the recent action of the Senate increasing mip. 
imum wages for Puerto Rico. Fiat wage increase in Puerto Rican industries 
will force out of business many industries, will prevent industrial development 
of a community which certainly needs it, and will consequently produce mags 
unemployment. We request wages be fixed by special industry committees ang 
that present law be amended to expedite committee action. 


Jose Victor OLiver, 
President, Rotary Club of Arecibo. 


Yacvuo, P. R., June 23, 1955. 
Hon. GRAHAM BARDEN, 


Chairman, House Labor Committee, Washington, D. C.: 


Proposed inflexible and arbitrary wage increase will eliminate all hand needle- 
werk industry leaving over 30,000 sparetime homeworkers without this much 
needed income. We urge complete study our ability to meet further increase in 
face foreign competition and strongly support position Governor Mufioz before 
House Labor Committee. 

NELSON LAVERGNE, Puerto Rican Gloves Oo. 


San Juan, P. R., June 23, 1955, 
Hon, GRAHAM BARDEN, 


Chairman, House Labor Committee, Washington, D. C.: 
We fully support Mufioz solution problem minimum wages in Puerto Rico. 
SANTISTERAN. 


San Juan, P. R., June 28, 1955. 
Hon. GRAHAM BARDEN, 


Chairman, House Labor Committee: 
Fully support Governor Mufioz. Arbitrary wages dangerous for economy 
Puerto Rico. 
CoLeTTE MANUFACTURING. 


TEXTRON AMERICAN, ING., 
Providence, R.I., June 28, 1955. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Labor Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. BARDEN: We strongly urge that the House Labor Committee strike 
from the current minimum-wage bill any reference to Puerto Rico. Wages in 
Puerto Rico are rising even more rapidly than in the States, as a result of the 
annual industry studies and the pressure from Puerto Rican local unions. 

While pay rates on the island are substantially below those in the States, and 
the Puerto Rican standard of living far below that of any State, it is impossible 
through legislation to change these conditions suddenly without wrecking the 
entire industrial economy of the island. The standard of living and pay rates 
of Puerto Rico must be improved gradually to prevent chaos. 

Through a wholly owned subsidiary, Textron Puerto Rico, we operate the only 
cotton mill on the island. We invested $1 million in the common stock of this 
venture in 1947 and have since loaned this subsidiary an additional $400,000. 
The operations to date in Puerto Rico have resulted in a cumulative deficit of 
$1,137,000, so that in effect we have lost our entire capital and at next week's 
board meeting, we plan to ask our directors to write down our $1 million invest- 
ment to $1. In addition, we have recently agreed with the Puerto Rican Indus- 
trial Development Co. to change our $400,000 current loan to a 10-year subordi- 
nated debenture. 

Textron Puerto Rico’s Ponce cotton mill produces 300,000 yards weekly, or 15 
million yards annually of 80 by 80 print cloth. As you know, the stateside indus- 
try produces annually approximately 3,500 million yards of print cloth yarn type 
fabrics so that the Ponce mill produces slightly over 0.04 percent of the total 
fabrics of this type. . 
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In spite of the lower labor costs, we have been unable to develop overall costs 
in Puerto Rico as low as our South Carolina print-cloth plants. For example, 
in Puerto Rico we produce only 4 pounds per man-hour of 80 by 80 print cloth, 
against over 7 pounds per man-hour in South Carolina. 

If the Senate’s proposal for Puerto Rico were made part of the minimum wage- 
and-hour law, it would make our small plant at Ponce hopelessly noncompetitive, 
and frankly it would be very doubtful if it would be worth even continuing the 
operation, since it is currently losing money even at present wage rates. 

While the Ponce print-cloth plant is an infinitesimal part of the Nation’s total 
cotton production, it does represent one of the largest new ventures in Puerto 
Rico with over 430 employees. 

I personally feel strongly that the only solution to Puerto Rico’s problems is to 
further industrialize that area and gradually raise the standard of living on the 
island. There is no other solution. In addition, it will be only through indus- 
trialization of the island and gradually raising the standard of living that the 
influx of Puerto Ricans into New York and other large cities will be checked. 

I would appreciate it if you would make this letter a part of your committee 
records. Many thanks. 

Sincerely yours, 
Roya Lirrre, Chairman. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 28, 1955. 
Hon. GRAHAM A. BARDEN, 
House of Representatives, Washington, D. C. 


DeaR GRAHAM: I am enclosing an editorial which appeared in the Robesonian, 
of Lumberton, N. C., and I know it will be of interest to you. 
With continued good wishes, I am, 
Sincerely, 
F. ERTEL CARLYLE. 


JUNE 27, 1955. 
The Eprror, 
The Robesonian, 
Lumberton, N.C. 


Dear Mr. Eprror: May I express to you my sincere appreciation for the very 
interesting editorial which appeared in your paper on June 21, 1955, entitled 
“Threat to Southern Industry” which was made available to me through the 
courtesy of Congressman F’, Ertel Carlyle. 

I really think it should be made a part of the hearings on the minimum-wage 
question. Itis both factual and sound. 

Sincerely yours, 
GRAHAM A, Barven, Chairman. 


(The editorial referred to follows :) 


[Article from the Robesonian, Lumberton, N. C., June 21, 1955] 
THREAT TO SOUTHERN INDUSTRY 


“A minimum legal wage does. not. benefit the worker if it pushes up the whole 
scaffolding of wages and the cost of doing business, thereby leading to inflation of 
living costs, the loss of jobs by the least productive workers, or destruction of the 
marginal entrepreneur * * *. We must not proceed—as has happened at times 
in the past—to ignore some workers and pretend to aid others, while in fact rais- 
ing their cost of living and reducing their chances of employment.” 

These statements were contained in the President's Economic Report to Con- 
gress in 1954. They have been quoted by the National Lumber Manufacturers 
Association in support of its opposition to the minimum-wage law now before 
Congress. The Senate has adopted a $1-an-hour minimum-wage proposal for 
industries engaged in interstate commerce; in the House, similar proposals are 
being studied in committee. 

Minimum-wage proposals generally affect the South more than other parts 
of the country. This is not so much because southerners want it that way as 
because economic conditions make it that way. It would be highly desirable for 
every southern workman to earn more than $1 an hour, regardless of what type 
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of business or industry he works for, but the only way such wages can be paid 
is for businesses and industries to be operated profitably. If higher wages make 
the profits of a particular business or industry disappear, eventually that busi- 
ness or industry itself will disappear. 

The South accounts for about 30 percent of the Nation’s lumber production. 
Most of its lumber plants are small operations. In some communities they are 
the only industrial plants, and they have more in common with their neighbor. 
hood that with industry as a whole. The owner of a sawmill may be an indus. 
trialist, just as the owner of a country store and filling station may be a mer. 
chandising executive, but that does not keep him from having to put in a hard 
day’s work for a modest income. Nor does that fact that he is engaged in mann. 
facturing necessarily make him able to pay more for his help than the neigh. 
borhood store. 

A 1943 study of economic factors in the lumber industry, made by the Wage 
and Hour Division, showed that it was not concentrated in heavily industralizeq 
areas, but that the lumber industry was essentially a small-business industry. 
Out of 65,000 sawmills scattered throughout the United States, the study showed 
that more than 60,000 were definitely small operations, and that fewer than 200 
could be called big industries. Yet a Federal Trade Commission report shows 
that among 247 manufacturing industries, lumber manufacturing ranks third in 
total employment. This indicates the importance, from employment standpoint, 
of keeping the small operators in business. 

Some handsome wages of more than $2 an hour are paid in the lumber indus- 
try in the West. That’s fine for the West, and it would be fine for the South, 
if lumber manufacturers could stay in business paying that kind of wages. What's 
more, they probably could do it if they had the same timber here, the same 
national demand for it and the same public willingness to pay a premium price 
for it. But this it not the West, and no act of Congress will make it so. 

Southern timber is found in relatively small, scattered tracts. In the North- 
west, timber stands are denser, the trees are much larger, and lumber operations 
are mechanized to a much greater extent. About 73 percent of the production 
workers in the southern lumber industry are unskilled laborers, whereas only 
12 percent of the Northwest lumber workers are unskilled. The United States 
Forest Service has estimated that the labor requirements in sawing 24-inch 
logs are 32 percent less than in sawing 12-inch logs. West-coast lumbermen 
figure the average yield per log in the Douglas fir region at 700 board-feet, 
whereas southern lumbermen count on an average of 76 board-feet of lumber 
from a pine log. As many as 3 unskilled laborers are required in some southern 
lumber operations to produce the same number of board-feet that can be pro- 
duced by 1 skilled worker in a highly mechanized operation with big trees in the 
Northwest. 

The Southern Pine Industry Committee told a Senate subcommittee that 84 
percent of the workers in southern lumber plants have been getting less than $1 
an hour, and that even with this wage structure one-fourth of the plants operated 
at a loss last year. It estimated that if the minimum wage had been $1 an hour 
last year, and other factors had been the same, 70 percent of all lumber plants 
in the South would have lost money. 

Thus a $1-an-hour minimum wage could work a hardship on marginal lumber 
operations—those that have just been getting by on the 75-cent wage scale. Yet 
some of those marginal operations provide employment in communities which 
have little or no other industry and few, if any, other employment opportunities 
for lumber-plant employees. 

That is the important thing which is lacking in the wage-hour setup—employ- 
ment opportunities at better wages for persons who are legislated out of their 
jobs. In the South, employment at 75 cents an hour in an interstate industry 
often is the most profitable employment that a particular worker can find. If 
his employer is forced out of business by a higher wage requirement, the worker 
may be able to get another job with another interstate industry paying the 
higher wage. But there is no guarantee that such a job will be waiting for 
him. He may have to accept employment with a business establishment that 
is not covered by wage-hour requirements, at less pay than he got before, or he 
may find no other work at all. 
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STATEMENT BY LEON B. SCHACHTER, INTERNATIONAL EXECUTIVE BOARD MEMBER 
AND DIRECTOR OF THE WASHINGTON OFFICE, OF THE AMALGAMATED MEAT CUTTERS 
AND BUTCHER WORKMEN OF NorkTH AMERIOA (AFL) 


Mr. Chairman and gentlemen of the committee, to avoid delaying committee 
action on minimum-wage legislation the Amalgamated Meat Cutters and Butcher 
Workmen of North America (AFL) is submitting a brief statement of views 
rather than appearing with more detailed and oral testimony. This procedure 
by no means indicates, however, a lack of interest on the part of the Amalga- 
mated or its more than 300,000 members in the legislation the committee is 
considering. 

On the contrary, we regard the work of the committee in these hearings to 
be among the most important actions taken in the Ist session of the 84th Con- 
gress. Very little that this Congress has done so far can match in importance 
to the health of the Nation, both economically and morally, the consideration of 
and action on amendments to the Fair Labor Standards Act. 

We must admit that we have been somewhat disappointed by the actions 
taken by Congress on this legislation so far. Some of our early hopes were 
dashed by the decision of this committee to concentrate in the current hearings 
on raising the minimum wage only. The Amalgamated, which has a large mem- 
bership in the retailing, canning, seafood processing and poultry industries is 
also vitally concerned with the extent of coverage and existence of overtime pay 
exemptions. We had hoped the committee would consider amendments to end 
some of the exemption provisions of the Fair Labor Standards Act either in or 
immediately after the current hearings. 

The enactment by the Senate of a minimum wage of only $1 per hour also 
reversed some of our earlier hopes and optimism. Although the dollar minimum 
is certainly an improvement over the present level, it does not take into consider- 
ation the advances made by the economy in recent years and the progress to come. 
It goes only a little beyond bringing the minimum on par with the increases 
in the cost of living since 1949. 

The Amalgamated Meat Cutters and Butcher Workmen of North America 
(AFL) believe that more than that should be done for the families at the bottom 
of the economic ladder. We believe that they should share further than the $1 
minimum allows them in the tremendous productivity increases of the United 
States economy—especially since they have helped to bring about these increases. 
Further, we believe the economy will reach even greater heights, if these Amer- 
icans are allowed to have improved purchasing power and a decent standard 
of living. 

For these reasons we support an increase in the minimum wage to $1.25 an 
hour. This is not a bargaining figure, nor is it one that has been drawn out 
of thin air. It is the result of much study by some of the Nation’s top econo- 
mists on the needs of the American people and the American economy today and 
in the coming few years. 

Such action is needed not only for practical reasons but also for moral ones. 
Through you, our elected Representatives, the Nation has accepted the obligation 
of establishing a minimum of compensation for work. That wage floor, in effect, 
guarantees a basic standard of living. The Nation has recognized that it has 
a distinct responsibility toward those who were living on a substandard eco- 
nomic level. 

To let these families lag into a pitiful existence by not allowing the minimum 
to keep pace with increases in the cost of living, productivity, and general stand- 
ard of living’is a neglect of the previously accepted obligations. That would be 
an even greater moral wrong than if we had never realized our responsibility 
toward these families in the first place. It would constitute a complete breach 
of faith with them. 

We will be neglecting our obligations if we raise the minimum to the inadequate 
point of 90 cents an hour, as has previously been suggested to the committee, or 
by increasing it to the better, but still insufficient level, of $1 an hour. 

Concern with those at the bottom of the economic scale is not the only factor 
which motivates us to ask the committee to increase the minimum by 50 cents an 
hour. Certain other vital factors are also present. 
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Previous testimony here—especially that of the secretary-treasurer of the 
American Federation of Labor, William Schnitzler—has already ably proved the 
benefit to the Nation, as a whole, which will accrue from a $1.25 minimum. This 
testimony has demonstrated both domestic and international gains, which are of 
extreme importance. 

Our own experience as an organization of more than 300,000 workers in the 
food-processing industries has demonstrated that others than those living on 
substandard economic level benefit by the raising of the minimum wage. We 
have found that employers and workers who earn wages above the minimum also 
gain by the increase. 

The employers with whom we have contracts are under terrific competitive 
pressures from companies that pay the lowest possible wages. Many of our em- 
ployers find themselves periodically penalized for maintaining enlightened labor- 
management policies. We have, of course, helped them increase productivity and 
cut costs in many ways, but the difference between the wages of the Amalga- 
mated’s contracts and the starvation wages of unorganized plants bring diffi- 
culties. 

Thus; for example, the lowest rate which we have in any of our contracts with 
the Big Four meatpacking companies is $1.46 an hour. The average rate is $1.94 
an hour. However, there are many unorganized small meatpacking plants which 
pay as low as 75 cents an hour and with a maximum of only $1.35 an hour. 

These pressures on employers sometimes serve to hold back the wages of work- 
ers in organized plants. This is especially true in industries which are easy to 
enter, are highly competitive, and contain large unorganized sectors. The poultry 
industry is an excellent example of this situation. 

We are certain that no member of this committee considers the penalization 
of enlightened employers and the occasionally depressing effect on wages any- 
thing but unhealthy for the economy of the Nation. You recognize, together 
with the members of the Amalgamated, that the steady upward progress of 
wages has been the major factor responsible for the great increase in the 
American standard of livinz. 

For example, since 1946 the Amalgamated Meat Cutters and Butcher Work- 
men (A. F. of L.) has won for its members in the Big Four meatpacking com- 
panies wage increases totaling 95.5 cents per hour. This large gain for the 
employees has naturally greatly improved their standard of living. But more 
important, as far as the Nation as a whole is concerned, this economic improve- 
ment has resulted in tremendous benefits for other sections of the economy. 
For these wage increases have been turned into purchasing power that has 
brought increased business and increased wages to countless other industries. 

Labor unions will make certain through collective bargaining that the Nation 
continues on this road to an ever-increasing standard of living. But Congress 
can, and must, assist in this process by aiding the families at the lowest economic 
level and by assuring enlightened employers that they will not be penalized for 
maintaining excellent labor-management relations. 

A major means of accomplishing these goals is by amending the Fair Labor 
Standards Act. Increasing the minimum wage is one much-needed change. 
Another is extending the coverage of the act to include employees in retail and 
service enterprises with 5 branches or total annual sales of at least $500,000, large- 
scale farms, and other industries. A third is removing the tolerance periods 
and overtime exemptions from canning, seafood, poultry, egg, and any other 
agricultural and seafood processing industries. 

We therefore strongly urge the committee to approve an increas of the mini- 
mum wage to $1.25 an hour at an early date, We further recommend that you 
set hearings on extension of coverage and the ending of overtime exemptions 
at the earliest opportunity. 

Not only America’s wage earners, but the entire Nation will benefit by such 
action by the committee. 


STATEMENT OF Hon. THomas M. PELLY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. Chairman and members of the House Education and Labor Committee, I 
appreciate this opportunity to present my views in connection with consideration 
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peing given to minimum wage amendments to the Fair Labor Standards Act. 
Certainly the present 75 cent an hour is unrealistic and representing, as I do, 
one of the high cost of living as well as one of the high wage areas of the coun- 
try, 1 am here to support setting a new minimum wage which will protect the 
judustries and workers in high standard of living areas. 

The point I want to make is that a national minimum hourly wage under con- 

ditions in the United States today, where some geographical sections have low 
and some high wages, should not be based on the living cost formula of the lower 
wage areas—rather it should be set on the average nationwide overall cost of 
iving. 
R I come from the State of Washington where living costs are high and a Fed- 
eral minimum wage law to protect workers patterned on substandard wages and 
living conditions in certain less fortunate areas would not give our people any 
protection at all. We have gained through the efforts of organized labor favor- 
able State legislation for the protection of working people; but on the State 
level, it is impossible to reflect local conditions through a State minimum-wage 
law which is higher than the Federal minimum hourly wage without discriminat- 
ing against local industries. The way to raise standards in the country is to raise 
the Federal minimum which sets the same base wage floor for all who compete 
with each other across State lines, If the Federal level is raised, the States 
can then follow the Federal pattern. But, as I say, the States cannot lead the 
way without serious effect on industry. 

The argument has. been used here, I understand, by certain small Southern 
lumber operators, that while they might be able to continue in business with a 
90 cents an hour minimum law, they could not compete with Western lumber 
under a $1 an hour minimum. Well, $1 an hour is substandard living in the 
part of the country I come from, and I must say such testimony leaves me a 
bit cold when I think of all the low-wage labor products which come into my 
high standard of living area with which our industries must compete. 

Certainly, Mr. Chairman, I would hope that this committee in all fairness 
would go by the average overall cost of living pattern in the Nation as a whole. 
I have not seen the up-to-date figures, but it is inconceivable to me that our 
Federal minimum wage would be less than $1; and, as far as my First Con- 
gressional District of Washington is concerned, $1 is too low. 

I urge in the national interest an immediate raise which will prevent human 
exploitation in higher as well as lower living standard areas. In Seattle and my 
district, anything below $1.25 or $50 for a 40-hour week is substandard. 


THE WESTERN UNION TELEGRAPH Co. 


Washington D. C., June 23, 1955. 
Hon. GRAHAM A, BARDEN 


Chairman, Education and Labor Committee, 
Washington, D.C. 

DeaR Mr. CHAIRMAN: Last week, in the course of the hearings on minimum 
wage legislation before your committee, Department of Labor representatives 
submitted various exhibits for the record. I should like to direct your particu- 
lar attention to the table appearing in table C-8 of exhibit C with reference to 
employees of the Western Union Telegaph Co., a copy of which is attached for 
your convenient reference. 

The percentages of employees of this industry earning less than 90 cents and 
$1 per hour respectively as illustrated in this table is not truly representative for 
this industry. We find that included in the Department of Labor’s total of 
39,000 employees are more than 6,000 messenger employees. You will appreciate 
that there is a differentiation in this industry in the hourly rate of our employees 
as between messengers and nonmessenger employees and for this reason both 
items should appear separately. In addition, we note the Department indicates 
these figures cover the period October 1953 and therefore do not reflect wage 
adjustments awarded since that time. 


We have called the items to the attention of Mr. Stuart Rothman, Acting 
Wage Hour Administrator, during the hearings and it was suggested that we 
write the committee our clarifying views in the matter. 
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Our most recent studies based on the latest available figures for January 1955 
indicate the following: 





Percent of workers ! earning less than— 


Industry or branch eee of 





$1.25! 





Percent 


Western Union Telegraph Co.: wee 
F 4 
1} 


Nonmessenger employees 
Messenger employees 7.5 

















1 Excluding officials and managerial assistants. 
2 Estimated. 


We shall appreciate having the foregoing data associated with the exhibit 
submitted by the Department of Labor to afford some clarification of the pre. 
vailing rates in this industry for the categories indicated. 


K. W. HeBerton, Vice President, 
Exuisit C, DEPARTMENT OF LABOR EXHIBIT 


TaBLE C-8.—Percent of workers in specified branches of the communications 
industry earning less than 90 cents, $1, and $1.25, October 1958 





Percent of workers ! earning less than— 


Industry or branch ome of 





90 cents $1 $1.25: 





Percent 
tions L 
Class A telephone carriers * 


62 
Bell Telephone () 
Plenon bel Telephone 15. 
Western Union Telegraph Co., wire telegraph.. 10. 


5 
0. 
3. 
8. 

















1 Excluding officials and managerial assistants. 

2 Estimated. 

3 Interstate telephone carriers with annual operating revenue exceeding $250,000. 

4 Less than 0.05 percent. 

5 Excludes 34 employees working outside the continental United States. 

® Covers employees of radio and telegraph carriers with annual operating revenue exceeding $50,000; 
excludes 1,163 employees working outside the continental United States. 

7 Covers employees of ocean-cable carriers with annual operating revenue exceeding $50,000; excludes 
4,335 employees working outside the continental United States. 


Untrtep ELECTRICAL, RADIO & MACHINE WORKERS OF AMERICA, 


Washington, D. C., June 28, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, Committee on Education and Labor, 
Washington 25, D.C. 

Dear CONGRESSMAN Barpen: Attached is the statement of proposals by the 
United Blectrical, Radio, and Machine Workers of America (UE), for amend- 
ment of the wage and hour law. As you will note from the statement, the UB 
supports legislation establishment of a legal minimum wage of $1.25 per hour, and 
a 35-hour standard workweek, proposals which are incorporated essentially in the 
Murray-Metealf bill (S. 770-H. R. 3124), and the Lehman-Rooney bill (8. 662- 
H.R. 6). 

I hope that you and your committee will give serious consideration to, and 
recommend to the House for passage, these proposals which are the result of 
widespread discussion and deliberation on the part of UE members in their 
national convention, district legislative conferences, and local membership 
meetings. 
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May I respectfully request that this statement be included in the official record 
of the hearings on this subject being presently held by the Committee on Educa- 
tion and Labor. 

Thanking you for your attention to this request, I am, 

Sincerely yours, 
ALBERT J. FITZGERALD, 


General President. 
(The statement referred to follows :) 


STATEMENT OF THE UNITED ELECTRICAL, RADIO AND MACHINE WORKERS OF 
AMERICA (UE) 


This statement is presented on behalf of UE members employed in hundreds 
of shops all over the United States, manufacturing electrical equipment and 
appliances, electronic equipment, machinery, and farm equipment. Very few of 
these UE members would be directly affected, in the form of a wage increase, by 
an increase of the national legal minimum wage to $1.25. UE wages generally 
have long since passed that minimal level. Nevertheless, the UE has an immedi- 
ate and compelling interest in the amendments to the wage and hour law pro- 
posed below. These amendments if adopted would have a substantially bene- 
ficial impact on the general economic well-being of our Nation. In addition, they 
would strike a telling blow against the runaway shop operations of profit-greedy 
employers who have deprived thousands of workers of thier jobs. 

The UE recommends to this committee that the needs of American workers 
and of the economy generally dictate proposals for amending the wage and hour 
law along the following lines: 

1. Establishment of at least a $1.25 minimum wage, with serious consideration 
of $1.50 as much more adequate. 

2. Establishment now of a 35-hour standard workweek. 

8. Extension of coverage of the law to all wage earners related to interstate 
commerce, 

4, Establishment of the same minimum-wage maximum-hour requirements for 
Puerto Rico as for the continental United States. 

The UE urges the committee to recommend to the House these proposals for 
amending the wage and hour law. Thus the committee would be basing itself 
squarely upon the requirements of American workers for a standard of living 
at least meeting the minimum decency level we consider to be American. Such 
a standard must exclude the sweatshop wages implicit in the present 75 cents 
ninimum wage and in the Eisenhower proposal of a 90-cent minimum. Such a 
minimum standard of living is necessary to establish a solid base of consumer 
purchasing power for the economic health of our economy, 

It is generally conceded today that the widespread fears for continuation of 
our present high economic activity arise from the fear that consumer purchasing 
power is not and will not be sufficient to sustain and keep up with our rapidly 
expanding capacity to produce goods and services. The tremendous productive 
capacity of the American economy makes possible and, indeed, demands for con- 
tinued prosperity, high and increasing wages as a high purchasing power base, 
and shorter working hours to maintain full employment. 

Neither the present 75 cents per hour minimum and 40-hour week, nor the 
proposed 90-cent minimum meets these demands. Such low wages undermine 
the buying power base of the economy not only directly but also indirectly, by 
laying the basis for runaway shops, shops seeking the profit advantages of low- 
wage areas, These runaways leave unemployment and weakened wage struc- 


tures in areas where wages have been higher and more adequate to the needs 
of the economy, 


A $1.25 minimum wage is needed to help eliminate substandard living for millions 
of American families ; 

During 1952, on the basis of family-income data of the United States Census 
Bureau, 2,680,000 American families had incomes less than that required for 
the “minimum but adequate” standard of living represented by the city workers’ 
family budget worked out by the United States Department of Labor. This 
budget is an extremely modest one, and not by any means equivalent to what 
is usually considered an American standard of living. 
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Although current data are not available, it is certain that there has been litt] 
change since 1952 in this shocking state of affairs. In March 1955, this mod 
budget required an income of approximately $4,085 annually for a family ef 
four (City Workers’ Family Budget, October 1951, corrected by the Consumer ; 
Price Index, Bureau of Labor Statistics). Attainment of such an ieee 
assuming a 2,000-hour working year, would have required an hourly rate of 
pay of $2.04 in March 1955. Comparison of this $2.04 rate with the $1.84 averg 
hourly earnings of manufacturing workers in February 1955, gives a sharp tom 
cation of the extent to which even better paid groups of American workers fall 
short of the income requirements for a minimum standard of living, 

On this basis, the complete inadequacy and obsolescence of a national minimum 
wage of 75 cents per hour is obvious. At 75 cents an hour, a worker would make 
only $1,500 annually if he worked a whole year, or only 37 percent of the 
$4,085 income required for the Labor Department budget for a family of 4 
Even a single individual without any dependents required as much as $2,050 
in March 1955 to attain this budget and would have been $550 short at a pay 
rate of 75 cents an hour. 

These facts about the existence of substandard living for millions of American 
workers and their families, make the establishment of at least a $1.25 minimum 
wage an absolute necessity. The $1.25 hourly rate would provide only $2,500 
annual income, sufficient to buy a “minimum but adequate” standard only for 
the single worker without dependents. Thus, a strong argument can be made 
for establishment of a minimum wage as high as $1.50, for a minimum standard 
of living more nearly approaching what we consider American. 

These arguments are considerably reinforced if we take as a basis a budget 
much more adequately encompassing the American standard than does the Labor 
Department’s City Workers’ Family Budget. This more adequate budget is that 
of the well-known Heller committee of the University of California. The Heller 
budget, defined as that “necessary to health and reasonably comfortable living,” 
required an average income of $5,584 for a wage earner’s family of four living 
in San Francisco in September 1953. The correspondingly greater need for at 
least a $1.25 minimum wage is obvious when we see that the Heller budget re 
quires an hourly rate of pay of $2.79. 


The $125 minimum wage is justified by economic developments in the United 
States since 1950 

Since the establishment of hte present 75-cent minimum wage in 1950, several 
factors in the economic development of the United States easily justify, indeed 
make imperative, an increase of the national minimum to at least $1.25. 

The official Bureau of Labor Statistics index of the cost of living has increased 
by 14 percent since January 1950. This index, however, is well-known to measure 
inadequately the real rise of living costs. The more realistic UE index indicates 
a rise of 25 percent since early 1950. In addition, it is axiomatic in American 
economics that cost of living increases alone are not an adequate gage of the 
necessary progress in money wages. Workers must share in the productivity 
increase of our economy. ‘This increase is generally estimated conservatively to 
have been at least 20 percent since 1950. Thus, cost of living and productivity 
increases justify at least a 35 percent increase in the national minimum wage 
or, more adequately, a 45 percent increase if we use the UE cost of living index. 
These two factors alone expose the gross inadequacy of the 90 cent minimum (an 
increase of only 20 percent) proposed by the Eisenhower administration. 

It is characteristically to be expected, moreover, that in a period of economic 
expansion, such as we have experienced since 1950, American workers should 
better their relative economic welfare. The considerable extent to which this 
can and should take place is indicated by the great expansion in the major meas- 
ures of wealth production in the Nation. Gross national product, the total pro- 
duction of goods and services by American workers, has increased $105 billion— 
from $265 to $370 billion—since the beginning of 1950. This great expansion 
in the wealth at our disposal provided an increase in the same period of $85 
billion in the national income, and of $62 billion in disposable personal income. 

There can be no doubt that these measures of expansion indicate the economic 
basis for the demand that our lowest paid workers be permitted an increased 
share in the wealth produced, at least to the extent of a $1.25 minimum Wage. 
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The $1.25 minimum wage and full coverage would expand the purchasing power 
base of the economy 

Doubts that the American economy can sustain its present high level of ac- 
tivity, and can grow sufficiently to maintain full employment, have almost uni- 
versally been based on a fear of the inability of consumers to continue to buy 
the Nation’s tremendous and growing output of goods and services. These 
doubts are based to a considerable extent on the kind of data presented above 
to describe the millions of American families who cannot reach even a minimum 
standard of living. These millions of low-paid workers do not have the income 
to buy the products they make in such profusion. 

Thus, adoption of the minimum wage and coverage proposals of the UE would 
be a boon to the economy and to every section of our population. 

It has been estimated, for example, that raising the minimum wage to $1.25 
would give 4.5 million of the 24 million presently covered workers a pay increase 
totaling about $2 billion. This total, of course, would be very much greater if 
the additional 6.5 million workers proposed for new coverage by the Lehman- 
Rooney bill (8S. 662; H. R. 6) are included. 

Since these workers are the lowest paid in the country, and are for the most 
part living at grossly inadequate standards, their pay increases would be en- 
tirely spent. Such a pool of purchasing power would have an immediate and 
lasting salutary effect on the ability of the economy to maintain prosperity and 
to provide full employment. There can be no answer to the threat of depression 
other than increasing the ability of consumers to buy the goods coming from 
our rapidly expanding productive capacity. As a contribution to this answer, a 
minimum wage of at least $1.25 is a necessity for the American economy. 

The argument of employers that a $1.25 minimum wage, or any minimum 
above 75 cents, would drive many companies out of business, create unemploy- 
ment, and thus be a disaster for the economy, has no basis in fact. These same 
dire and false predictions, advanced to cover the employers’ greedy fears for 
their profits, were made in 1949 when the then existent 40-cent minimum wage 
was raised to the present 75 cents. The complete falsity of their arguments 
has been’ exposed by a United States Department of Labor study of the effects 
of the jump to a 75-cent minimum (results of the minimum wage increase of 
1950). This study concluded that “despite causing significant wage increases, 
the 75-cent rate appeared to have had only minor effects on such variables as 
employment, plant shutdowns, prices, technological change, hiring policies, and 
overtime work” (p. 18). 

In addition, this Labor Department study proved the salutary effect of the 
minimum-wage law on the purchasing power of consumers and, hence, its role in 
shoring up the base of the economy. In studying the effect of the law since its 
beginning in 1988, the study concluded: “When converted to real-wage terms, 
earnings increases between 1988 and 1951 showed that workers in low-wage in- 
dustries within the benefits of the act enjoyed a gain in real purchasing power 
nearly equal in cents-per-hour terms to that received by workers in all manu- 
facturing industries as a group, slightly more than that received by employees in 
high-wage industries, and twice that achieved by employees in low-wage trades 
outside the advantages of the act” (p. 18). 

In any case, it is inadmissible that in a democratic society any industry should 
be allowed to maintain profitable operations on the basis solely of starvation 
wages for its workers. Such industries must be forced to make the adjustments, 
whether these be greater efficiency, lower profits, higher prices, or a combination 
of these and other factors necessary to provide its workers a living wage and to 
eliminate themselves as depression-breeding cancers on the economic body. 


The need for the shorter workweek to advance workers’ welfare and help main- 
tain prosperity 

In spite of the present expansion and prosperity of the economy, there are today 
somewhere in the neighborhood of 5 million unemployed workers. This fact is 
generally conceded even in official circles (see appendix A of the Joint Economic 
Report, March 1955), in spite of published Government figures claiming less than 
3 million unemployed in April 1955. In addition to the human deprivations in- 
volved, these unemployed workers represent a drag on the economy and a serious 
threat of depression to come. This considerable unemployment in the midst of 
prosperity is a result of two factors: the lag of consumer purchasing power 
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behind rapidly expanding productive capacity, and the rapid development of 
technological improvement. The development of automatic factory production 
offers the American people the potentiality of great abundance, and at the same 
time a rapidly growing army of displaced, unemployed workers. 

An approach to solving this dilemma can best be made via the shorter work. 
week. Thus, the 30-hour week has become a necessity for American workers. 
This development should be welcomed as at least partial fulfillment of the much. 
ballyhooed aim of the American economy of more wealth and more leisure for all. 

The UE contends that these economic developments make the 30-hour week 
realistic and necessary goal for today. Certainly, as a minimum, Congress should 
enact the 35-hour week provisions of the Murray-Metcalf bill (S. 770, H. R. 3124). 


The $1.25 minimum wage would help to stop “runaway shops” 


The term “runaway shop” describes the operation of an employer who, in search 
of greater profits, bodily removes his factory from an urban, highly-unionized 
relatively high-wage area to a rural or southern area of low wages, low taxes, low 
costs, and no unions. This phenomenon has become a common occurrence in the 
United States, practiced widely by some of the Nation’s largest: employers. It 
represents not only serious economic loss and unemployment to hundreds of 
thousands of workers, but a serious threat to the prosperity and stability of the 
economy. Whole sections of the country, such as the New DPngland States (as 
a result of the runaway of textile and electrical shops, mainly), have suffered 
serious economic loss and stagnation from this development. Many cities, large 
and small, have had whole sections of their population left destitute by profit- 
hungry employers. The effect of runaways on the economy as a whole has been 
twofold: disruption of the economy and loss of employment, and a decrease in 
the purchasing power base as a result of the substitution of low wages for high. 

The establishment of a $1.25 minimum wage would deal a serious blow to the 
runaway ambitions of employers hungry for greater profits at the expense of the 
workers and of the Nation’s economic welfare. By depriving these employers 
to a considerable extent of some of the profit advantages, the runaway-shop 
movement would be slowed down. 

The UE has gathered data illustrating the devastating effect on workers and 
a community of a runaway-shop operation. During 1954, the American Safety 
Razor Corp. (ASR), after considerably more than 50 years’ profitable operation 
in Brooklyn, N. Y., removed its factory to the small southern town of Staunton, 
Va., where wages averaged more than 50 cents an hour less than in Brooklyn. 
Some 790 workers were left behind, jobless, and without so much as a penny 
of severance pay. The community of Brooklyn was deprived of a $5 million 
annual payroll. 

In a questionnaire survey, the UE found out what happens to workers left 
behind by a runaway shop. Replies were received from 396 of the 790 workers. 
Of these 396, it was found that 293, or 74 percent, were still unemployed 6 months 
after the ASR shutdown. And of those who had found jebs, 78 percent were 
employed at lower pay. The weighted average hourly earnings of those employed 
was $1.27 per hour, compared to former average earnings of $1.50 at ASR. 

Moreover, these facts applied in a seriously discriminatory manner to differ- 
ent ASR workers. While 32 percent of the men workers found jobs, only 8 percent 
of the women found jobs. Older workers suffered doubly. While 43 percent of 
men workers 40 years of age and under, remained unemployed, 73 percent of the 
men 40 years of age and over did not get jobs. And, although 82 percent of 
women up to 35 years of age were unemployed, 94 percent of those over 35 
remained jobless. Finally, workers of minority groups bore the heaviest burden. 
Thus, 40 percent of white men found jobs but only 31 percent of Negro and Puerto 
Rican men found jobs. No Puerto Rican woman reported finding a job. 


Workers of Puerto Rico should have the same minimum-wage-maxrimum-hour 
provisions as the continental United States 

There can be no argument justifying the continuation of the second-class status 
of Puerto Rican workers with respect to the wage-hour law. In fact, the con- 
siderably lower status of Puerto Rican workers in wages and working condi- 
tions, makes the establishment of equality imperative, as a measure for raising the 
standard of living of this large section of American citizens, and for building up 
the purchasing power of the general economy. 

The $1.25 minimum wage, full coverage, and the shorter workweek should be 
established for Puerto Rico as well as for the continental United States. 
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Conclusion 


The UE urges this committee to give serious consideration to the arguments for 
its proposals on amendments to the wage-hour law. Asa minimcm, and as a long 
step in the direction of its own proposals, the UE supports the various elements 
of the Lehman-Rooney bill (8. 662; H. R. 6) and the Murray-Metcalf bill (S. 770; 
H. R. 3124). The UE especially urges passage of the Murray-Metcalf bill because 
it includes not only the $1.25 minimum wage, but also provisions for establish- 
ment of a 35-hour workweek, and because it provides full equality on the $1.25 
minimum wage for Puerto Rico. 


STATEMENT OF CLOTHING MANUFACTURERS ASSOCIATION OF THE 
UNITED STATES OF AMERICA, NEw YorkK 1, NEw YORK 


My name is Harry A. Cobrin. This statement is being made for the Clothing 
Manufacturers Association of the United States of America, the national organ- 
ization of the men’s and boys’ clothing industry of which I am executive secretary. 
My organization is in favor of a Federal minimum wage of $1 an hour. 

The Clothing Manufacturers Association of the United States of America has 
approximately 850 members, whose factories are located in those parts of the 
United States which are important clothing markets, principally New York City, 
Philadelphia, Baltimore, Rochester, Chicago, Cleveland, Cincinnati, St. Louis, 
and Los Angeles. Our membership produces 90 percent of all men’s and boys’ 
tailored clothing which is manufactured in the United States. 

In New York City, Philadelphia, Boston, and Rochester our members are affi- 
liated with us through the local market associations in the respective cities, which 
are: New York Clothing Manufacturers’ Exchange, Inc., Philadelphia Clothing 
Manufacturers Association, Men’s and Boys’ Clothing Manufacturers of New 
England, Ine., and Rochester Clothing Manufacturers Exchange. 

Members of the Clothing Manufacturers Association of the United States of 
America are in contractual relationship with the Amalgamated Clothing Workers 
of America. 

As of January 1955, the latest month for which information is available, our 
industry, according to the United States Bureau of Labor Statistics, employed 
approximately 124,000 workers whose average earnings were $1.63 an hour. 
In addition, workers in the men’s tailored clothing industry enjoy 2 weeks paid 
vacation, old-age pensions, sick benefits, hospitalization benefits, and life and 
health insurance. It is evident that the employees of our industry earn rela- 
tively high hourly rates, and have many other benefits besides. 

The men’s and boys’ clothing industry has suffered from depressed conditions 
for the last few years. Although there are about 60 million adult males in the 
United States, total sales of men’s suits has averaged only about 20 million suits 
ayear. This means that the average is only i suit per man every 3 years. In 
our opinion, one of the most important reasons for such low sales is the lack of 
purchasing power among working people, especially among the lowest paid 
workers. A workers who earns only 75 cents an hour does not have enough for 
adequate food and shelter for his family, let alone for adequate clothing. Raising 
the minimum to $1 an hour will give these workers additional purchasing power 
which will benefit our industry as well as many others. 

May I point out that the minimum wage of 75 cents an hour is no greater than 
unemployment insurance payments in many States, and in fact, less than in 
several States of our Union. 

For example, if a worker is unemployed in the State of New York, he will 

receive $36 a week, while if he is employed, he will receive merely $30 a week 
for 40 hours. And, in certain States, such as Michigan, workers receive even 
greater weekly payments as unemployment insurance. 
’ It is certainly illogical to have a national minimum under the Fair Labor 
Standards Act which is lower than payments given to the worker when he is 
not employed. The economic and social consequences of such a situation can well 
be imagined if at any time there is a reversal in the present economic trend of 
our country. 

Workers who are employed by the members of our association earn decent 
wages and receive many other benefits. Our members, however, are being threat- 
ened by the small minority of men’s clothing manufacturers who are now paying 
Substandard wages of less than $1 an hour. These firms do not compete on the 
basis of efficiency of production, aggressiveness in selling, being up-to-date in mer- 
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chandising methods ,and of styling their products correctly, but only on the basis 
of paying low wages. We believe in honest competition between business firms 
in our industry. Such competition is constructive. We do not believe, how. 
ever, in unfair competition solely on the basis of substandard wage rates. Such 
competition disrupts the economic structure of our industry and is unhealthy 
for the country as a whole. 

If our recommendation that the Federal minimum wage be raised to $1 an hour 
is enacted, we respectfully suggest that adequate provision also be made for 
learners and handicapped workers who would receive less than $1 an hour. Since 
there is substantial turnover in the men’s clothing industry, our members haye 
to hire new workers to replace those who have left. In general, new employees 
in our industry must be trained before they can be productive, because they have 
had no previous experience in tailoring. The law should allow lower minimum 
rates during the training period. Our recommendations on this point are that 
the starting rate for learners should be 75 cents an hour, and that this rate should 
be increased progressively during the learning period, but that details regarding 
the length of the learner period and rate progressions should be fixed by the Wage 
and Hour Division of the United States Labor Department which administers 
the Fair Labor Standards Act, 


UnttTep States SEnAte, 
Washington, D. C., June 28, 1955. 
Hon, Granam A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 
Dear Mr. Barpven: Enclosed is a copy of a letter which I received from Mr. 
Del Arbaugh of the National Broom Manufacturing Co., Pueblo, Colo. 
I would appreciate it very much if you would include this letter in the record 
of the hearings on minimum wage. 
Sincerely yours, 
Gorpon ALLor. 


(The letter follows :) 


NATIONAL Broom MANUFACTURING Co., 
Pueblo, Colo., June 21, 1955. 
Hon. Gorpon ALLOoTT, 
Senate Office Building, Washington, D.C. 


Dear Senator: Note very carefully what you say in yours dated June 16. 

Think I have said all, in my former letters, that there is for me to say at this 
time so will just have to wait and see what Congress does about the minimum 
wage. I feel sure if the Congressmen and Senators had to wrestle with labor as 
most all employers have had to do the past several years and now pretty much 
have to give in to the dictates of the union leaders or close up shop, that they 
would see things a whale of a lot different. Employers now are seemingly at 
the mercy of the unions and now, should I add politicians? 

The 90-cent per hour minimum should not do any particular harm but raising 
the minimum 334% percent or from 75 cents to.$1 raises h - - - all up and down the 
wage scale—labor, as a general thing, seems to think they should have about the 
same hourly raise and this is pretty much proven by the large number of strikes 
that are now going on and with more of them coming up. 

In Pueblo, the replacement help turnover has been, and is now terrible and I 
am sure you know the reason why—it is the class of Mexican labor in this neck 
of the woods. Only a very small percentage of them will stay on any job long 
enough to be productive at all. When the other labor in the plant see them 
getting $1 for doing nothing and gone tomorow, it raises Cain. There should be 
an apprenticeship at 75 cents an hour for at least 4 months and the minimum 
wage should not exceed 90 cents. I feel sure that this will be held to 90 cents if 
there are enough Congressmen and Senators that will stand up on their hind legs 
and fight for it. 

Employers are getting discouraged and disgusted. They have too little to say 
about how their business should be run and how they know it should be run and 
they are fast coming to the conclusion that after all, it is not worthwhile. 

Yours very truly, 


D. ARBAUGH. 
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DRECHSLER & LEFF, 


New York 10, N. Y., June 28, 1955, 
Hon. GRAHAM BARDEN, 


Chairman, Labor and Education Committee, 
Washington, D. 0. 

DEAR CONGRESSMAN BARDEN: We enclose our statement in support of a mini- 
mum wage of $1 per hour under the Fair Labor Standards Act. This statement by 
Sylvan Geismar, executive vice president of the Manhattan Shirt Co., is sub- 
mitted on behalf of the following firms engaged in the manufacture of men’s 
shirts, pajamas, neckwear, handkerchiefs, underwear, and similar items: 


Publix Shirt Co. Troy District Shirt Co. 
C. F. Hathaway Co. Lustberg, Nast & Co. 
Cluett, Peabody & Co. M. Nirenberg Sons, Inc. 
F. Jacobson & Sons, Inc. Philadelphia Shirt & Pajama Manufac- 
turers Association 

We request that the statement be made a part of the record of the hearings 

being conducted by your committee. 
Respectfully yours, 


SIDNEY ORENSTEIN, 


(The statement referred to follows :) 


STATEMENT By SyLvan GEISMAR, ON BEHALF OF A Group or Corton GARMENT 
MANUFACTURERS 


My name is Sylvan Geismar. I am executive vice president of the Manhattan 
Shirt Co. which has factories in New York, New Jersey, Pennsylvania, Maryland, 
North Carolina, South Carolina, and Georgia. This statement is being made for 
a group of companies which manufacture men’s shirts, pajamas, neckwear, 
handkerchiefs, underwear, and similar items. This group, in addition to my firm, 
the Manhattan Shirt Co., consists of— 


Publix Shirt Co. Lustberg, Nast & Co. 

Cc. F. Hathaway Co. Philadelphia Shirt & Pajama Manu- 
Cluett, Peabody & Co. facturers Association 

F. Jacobson & Sons, Ince. M. Nirenberg Sons, Inc. 

Troy District Shirt Co. 


These companies employ approximately 20,000 production workers and have 
plants in 13 States in New England, the Middle Atlantic region, the Midwest, and 
the South, as follows: 


Maine Maryland 
Massachusetts Tennesee 

New York North Carolina 
New Jersey South Carolina 
Pennsylvania Virginia 
Indiana Georgia 
Minnesota 

The companies whom I represent here favor a Federal minimum wage of $1 
an hour for workers after they have finished their training period. Inexperi- 
enced workers, however, should receive a lower minimum during the training 
period, 

These views on the minimum wage, I am informed, are also being supported 
before this committee by the Shirt Institute, Inc., and the New York Manufac- 
turers’ Association of Robes, Leisurewear, Shirts, and Rainwear, Inc. These 
employer associations are composed of small companies who make shirts and 
related products, 

A minimum wage of $1 an hour is necessary both to increase the purchasing 
power of the lowest paid workers, and to protect those employers who pay 
fair wages against the unfair competition of those who pay their employees 
substandard wages. 

An increase in purchasing power is needed by our industry. Though com- 
monly regarded as a necessity, from experience we know that the purchase 
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of our products can be deferred in favor of such absolute necessities as food 
and housing. Even then women’s and children’s apparel get priority; and 
only after these needs are met—if anything is left—do men buy shirts, pajamas, 
and underwear. 

In April 1954 as reported by the United States Bureau of Labor Statistics 
there were about 1,250,000 workers, or 10 percent of all factory workers in the 
United States who were earning less than $1 an hour. We firmly believe that 
these workers, who were averaging only 82 cents an hour, are unable to buy 
our products, or those of many other industries, because of substandard earn- 
ings. By having their wages raised to $1 an hour they will become better 
customers for the products of American industry. 

At the present time weekly unemployment compensation benefits in more than 
half of the States are $30 a week or higher. This includes States in all parts 
of the country. Some States pay as high as $36 a week. Thus, for unem- 
ployed workers in 25 States, as shown in the table attached, unemployment 
compensation benefits are equivalent to 75 cents an hour (or better) calcu- 
lated on the basis of a 40-hour week. We must have a minimum wage which 
will be sufficiently higher than what workers can receive in unemployment 
compensation benefits, if we are not to discourage them from taking available 
jobs. Also significant is the fact that many States have raised their unem- 
ployment compensation benefits this year, doubtlessly because they were con- 
vineced of the need for higher benefits. 

It is also our firm belief that it is unfair for some businesses to compete by 
paying their workers substandard wages. Such competition is destructive, and it 
undermines the free enterprise system. Businesses should compete by being more 
efficient in management, by being more aggressive in sales programs, by modern- 
izing machinery and production methods, by being more imaginative in mer- 
chandising policies. In all of these aspects of running a business, competition 
between companies can play a constructive role. The employer who does not 
compete in these ways, but by the unfair way of paying less than a decent mini- 
mum wage should not be rewarded for this by a substandard Federal minimum. 
If all employers were required to pay at least $1 an hour, unfair competition based 
on the payment of substandard wages would be eliminated and, the purchasing 
power of the lowest paid workers would be increased. 

Legitimate and efficiently operated plants in our industry will suffer from the 
unfair competition of substandard operators so long as the Federal minimum wage 
continues at the present low level of only 75 cents an hour, Such competition, 
in my opinion, is unhealthy for the industry. It is not based on efficiency in 
production, aggressiveness in selling, imaginativeness in designing of products, 
but solely on the payment of low wages. It tends to pull down wage standards 
for the entire industry and, by doing so, also has a harmful effect on purchasing 
power. 

We believe, furthermore, that the wage increase which will result from a 
minimum of $1 an hour can be absorbed with little or no effect on prices. As I 
stated previously, about 10 percent of the total number of factory workers in 
the United States, according to the United States Bureau of Labor Statistics, were 
earning less than $1 an hour in April 1954. The average hourly earnings for 
these workers was 82 cents. Therefore, it would take an average increase of 18 
cents an hour to raise the earnings of this group up to $1 an hour. Spread out 
over the total number of factory workers, this would mean a general average 
increase of only 1.8 cents an hour on an overall basis. While some increases to 
other employees might be needed because of narrowing differentials, we do not 
— that any substantial effect on general wage levels would result there- 

rom. 

Our confidence in the ability of American industry to absorb the increase 
resulting from an increase in the Federal minimum wage to $1 an hour is based 
on the fact that it has shown already that it can absorb wage increases of similar 
amounts without raising price levels. Average hourly earnings in manufactur- 
ing industries, rose from $1.76 to $1.83 between June 1953 and December 1954, 
or an increase of 7 cents. Nevertheless, the consumers’ price index actually 
declined from 114.5 to 114.3 during the same period. 

The companies for whom I speak here have some workers who are now earn- 
ing less than $1 an hour and who would benefit by raising the legal minimum 
to $1. We have not voluntarily raised our minimum wage rate to $1 an hour 
only because to do so now, when others in our industry are permitted to pay 
their employees only 75 cents an hour, would be destructive to us. Should the 
Federal minimum wage be raised to $1 an hour we believe that the additional 
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cost entailed to us would more than be compensated for by the beneficial effects 
which would result. 

The men’s furnishings industry may have a higher proportion of production 
workers earning less than $1 an hour than is true of some other industries. 
Employers in this industry may therefore have to raise their prices by reason- 
able amounts so that their workers can earn a decent minimum wage. The 
companies whom I represent all are of the opinion that this would be beneficial 
not only for our industry, but for the country as a whole. Substandard wages, 
in our opinion, is the first step to a general economic depression. 

The fair labor standards law at present provides for a training period during 
which learners may be employed at less than the legal minimum, but requires 
employers to obtain a certificate from the United States Labor Department 
authorizing the employment of learners. Since this procedure has proven to 
be satisfactory up to now, it should be continued if the Federal minimum is 
raised to $1 an hour. 

Jurisdiction : eae Sire Jurisdiction : orien sen 
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Indiana 
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Maryland 
Michigan 
Minnesota_ 
Mississippi 
Nevada 2 
New Hampshire 
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Washington 
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Source : Commerce Clearing House, Unemployment Insurance Law Service. 


NATIONAL COTTON GINNERS ASSOCIATION, 
Bennettsville, 8. C., June 27, 1955 . 
Hon. GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, 
Washington, D. C. 


DEAR Mr, BARDEN: We realize that your time is filled with testimony on the 
proposed revisions of the Fair Labor Standards Act at this time. We would 
like to submit the enclosed statement of our position for insertion in the records 
of your proceedings. 

The cotton ginners in North and South Carolina are particularly concerned 
over the proposed increases in the minimum wage and through their Carolinas 
Ginners Association, Inc. have requested that we of the National Cotton Ginners 
submit this information in their behalf as well as the entire ginning industry. 

We will appreciate any consideration that you can give us in this matter and 
if you should desire it, we can prepare further testimony and appear before 
your committee. 

Yours very truly, 
CutrrorD H. Harpy, 
Ezecutive Secretary. 


(The statement referred to follows :) 


STATEMENT OF THE NATIONAL COTTON GINNERS ASSOCIATION 


My name is Clifford H. Hardy. I am executive secretary of the National 
Cotton Ginners Association with headquarters in Bennettsville, S. C. This 
organization is the official representative of the cotton ginning industry in the 
United States. 

On February 14, 1955 the board of directors of the National Cotton Ginners 
Association, anticipating the many proposals for an increase in the minimum 
wage and extension of coverage under the existing wage and hour law, passed 
the following resolutions opposing such increases : 

“Whereas there have been suggestions and agitation for an act of Congress 
to increase the minimum wage as prescribed by law, and 
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“Whereas any increase in the minimum wage will work great hardship on 
a majority of the cotton gins through disruption of competitive wage scales ang 
an increase in the charges that will have to be made to the farmer for ginning 
his cotton and a reduction in casual employment ; therefore be it 

“Resolved by the National Cotton Ginners Association in convention assem. 
bled, That they oppose any increase in the national minimum wage at the pres- 
ent time.” 


“Whereas the definition of ‘area of production’ as now enforced by the Admin- 
istrator of the Wage and Hour Act is not realistic and disrupts the normal com- 
petition between gins; therefore be it 

“Resolved by the National Cotton Ginners Association in convention assem- 
bled, That the ‘area of production’ be redefined so that all cotton gins be con- 
sidered in the ‘area of production’.” 

It is the feeling of the National Ginners that any increase in the minimum 
wage above the present 75. cents per hour will have a very damaging effect upon 
the entire cotton industry. 

Labor costs per bale range from $3.85 per bale to $4.63 per bale depending upon 
services rendered other than the actual processing of the seed cotton. It requires 
from 3% to 5 man-hours of labor to handle a bale of cotton. An increase in the 
minimum wage to 90 cents per hour would add an overall additional cost of at 
least 90 cents more per bale. 

This increase in labor costs at the gin would necessarily have to be reflected 
in additional charges to the cotton farmer for handling and processing the raw 
cotton. This increase in ginning charges would mean $11,070,000 less income for 
the American cotton farmer. (This figure is based on the expected 12.3 million 
bales on present allotted acreages.) The necessity for passing on the increased 
cost to the farmer will be shown clearly by the following figures of ginning costs at 
two gins operating under ideal conditions at different locations. 


Gin. A (6,000 BALEs) Gin B (3,008 Bass) 
Cost per bale: Cost per bale: 
Labor costs 8 Ea $4. 5s 
Bagging and ties. P Depreciations 1, 47 
Power and fuel ‘ Bagging and ties 
Repairs, supplies and depre- Power and fuel 
ciation ‘ Hauling 
Insurance 


Ginning charges________--~- 10. 00 


Net loss 





Gin A did not include in its figures insurance on customer’s cotton, taxes, or 
other miscellaneous expenses. Gin A’s costs are lower because of volume buying 
and regularity of operation. 

If any of the proposed amendments to the Fair Labor Standards Act urging 
the repeal of paragraph 7 (c) are passed this would bring an even greater burden 
upon the American cotton farmer. Seasonal operations handling agricultural 
products cannot stand the increase in minimum wage or the addition of overtime 
for their labor. 

The cotton ginner has a tremendous investment in machinery which can be 
used for only 3 to 5 months a year. 

Ginning operations have not been profitable for several years due to the reduc- 
tion in volume brought about by acreage controls. This gin equipment cannot be 
used for anything other than ginning cotton. 

In speaking for the cotton ginners, we speak for the entire cotton industry. 
An increase in the cost of ginning will begin by taking away needed income from 
the already reduced income of the cotton producer. The net farm income in 1946 
in round figures was $13.5 billion. In 1954 the farm income was $12 billion. 
This drop in farm income does not tell the whole story. At the same time the 
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income of other wage earners was considerably increased leaving the farmer 
with a much lower percentage of the national income. 

The cottonseed-oil mills with increased labor costs would of necessity have to 
pay less for the cottonseed to remain active in a highly competitive market. 
This would mean another cut in the cotton farmer’s income. 

The American cotton textile industry is already feeling the effects of foreign 
jow-cost labor produced textiles. being imported into the United States. Any 
further increase in labor costs to the textile industry would place cotton textiles 
out of reach of the average American and completely remove them from the 
world market. As you may know, negotiations have been under way for some- 
time to reduce tariff barriers on foreign produced textiles. At the present time 
our textile industry is trying to compete with foreign mills operating at one-tenth 
the labor costs. Japanese gray goods are coming into the United States far 
cheaper than they can be produced here at home. 

The American farmer cannot stand further burdens.. Many proposals for an 
increase in the minimum wage say that the minimum wage shoud be based upon 
the cost of living index. This is not entirely. realistic. Increased wages will 
further increase the cost of living index through added costs for all manufac- 
tured goods, and will not be reflected in any better standard of living. In fact, 
it is our belief that it will cause the removal of our products from world markets 
and find us producing for domestic consumption only. 

The added costs to manufactured items will add further costs in the ginning 
industry. Machinery replacement and added repair cost will have to be charged 
to the farmer through added ginning fees. With the present surplus of cotton on 
hand and an expected reduction in support prices, it is not realistic to assume 
that the cotton farmer can have any increase in income. What will be the lot 
of the cotton farmer when his income is further reduced and everything that he 
needs to buy has increased in cost due to the increased minimum wage? The 
United States of America has long boasted that the farmer is the backbone of 
the Nation. What will become of a Nation with its backbone broken? The 
farmer has never had the bargaining power of the labor unions. The farmer 
cannot sit back and let his land lie idle and bargain for higher prices for his 
products. The enactment of the proposed increases in minimum wage will not 
satisfy the powerful labor unions, but it will certainly ruin the American farmer. 

You may ask why I, as a representative of the National Cotton Ginners Asso- 
ciation, am so concerned with the farmer. 

The Wage and Hour Administrator has completely ignored the clearly ex- 
pressed intent of Congress in defining the “area of production.” Congress in- 
tended that the cotton ginning industry be exempt from the Fair Labor Standards 
Act. The Administrator, however, exempts only those gins which are varying 
distances from towns of varying populations. Furthermore, not more than 5 
percent of the seed cotton ginned at any one location can come from a distance 
of more than 10 miles. 

Let me cite examples of the absurdity of the present definition. The farmer 
hauls the seed cotton from the field to the gin in a wagon or with a farm tractor 
and trailer or occasionally on a truck. 

He cannot afford to make long hauls with this type of transportation. In the 
Cotton Belt gins are rarely more than 15 miles apart even along the outer fringes 
of the belt where production is not too concentrated. If the gin is not in the area 
of cotton production, it does not do any business because the farmer will not 
haul it. 

Occasionally as a result of a breakdown of the machinery at a gin, it is neces- 
sary for the farmer to haul his cotton more than 10 miles. A ginner will not want 
to accept it because it might amount to more than 5 percent of his production and 
disqualify him from his exemptions even though his gin were located within a 
highly concentrated cotton-growing community. This makes no sense. 

Another example would be a gin on the edge of a town with 2,499 people. He 
would be considered within the “area of production” even if his county produced 
only a few hundred bales. Another gin is located on the edge of a town with 
2,501 people. This county produces 100,000 bales of cotton and the gin is sur- 
rounded by cotton fields, but the gin is not considered to be within the “area of 
production.” 

A variation of this example would be 1 gin located 2.9 miles from a city of 
51,000 people and another gin located 3.1 miles from this city. The first gin is out 
of the “area of production” and the second is within the area. The present 
definition just doesn’t make sense and several judges have held such opinions in 
court cases. 
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We urge this committee to amend the law to define the “area of production” 80 
no administrator can circumvent congressional intent. A reasonable definition 
would seem to be one which simply stated that the “area of production” would be 
any county where the crop in question was commercially grown and counties 
adjoining such counties. 

We ginners are all farmers and without our neighboring farmers as customers 
there is no gin business. We are anxious to stay in business and see that our 
customers are not further burdened with high costs. We as ginners are a smalj 
minority, but as farmers we are an integral part of the greatness of America. 
We respectfully request that you consider carefully the dire effects that would 
be a result of an increase in the minimum wage and extended coverage of the Fair 
Labor Standards Act, which would be particularly injurious to agriculture ang 
to the activities involved in the marketing and processing of farm products. 


Chairman Barpen. Again, gentlemen, I am trying to close these 
hearings by tomorrow noon. If everybody will cooperate with me in 
the morning, we will do just that. 

We will recess until tomorrow morning at 10: 30. 

(Whereupon, at 3: 50 p. m., the committee was recessed, to reconvene 
at 10: 30a. m., Thursday, June 30, 1955.) 
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THURSDAY, JUNE 30, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpucATION AND LaBor, 
Washington, D.C. 

The committee met at 10:45 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Graham A. Barden (chairman) 
presiding. 

Present: Representatives Barden (presiding), Kelley, Elliott, Met- 
calf, McDoweil, and McConnell. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel ; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will be in order. 

Mr. Triggs, 1 think there is some justification for me being optimis- 
tic in hoping other members will come, but I think we will have to start. 
Will you identify yourself for the reporter, please, sir ? 


STATEMENT OF MATT TRIGGS, REPRESENTING THE AMERICAN 
FARM BUREAU FEDERATION 


Mr. Trices. Thank you, Mr. Chairman. My name is Matt Triggs, 
assistant legislative director for the American Farm Bureau Fed- 
eration. 

The opportunity of presenting the viewpoint of the American Farm 
Bureau Federation with respect to amendment of section 6a (1) of 
the Fair Labor Standards Act is appreciated. The American Farm 
Bureau Federation is an organization of 1,609,000 farm families lo- 
cated in 48 States and Puerto Rico. It is wholly supported by dues 
paid by members on a voluntary basis. This statement is based on 
the poliekds adopted by the official voting delegates of the member 
State farm bureaus at our most recent annual meeting. 

Impact of minimum wage legislation in rural areas: The. revolu- 
tion under way in agriculture may be most concisely summarized by 
the following data from official reports of the United States Depart- 
ment of Agriculture : 


Index of output in agriculture per man-hour, 1947-49100 








You will note that it has increased two and a half times since 1920, 
and it is still increasing at about 3 percent a year. 
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Despite the gain in total population, a smaller number of people 
are needed in agriculture each year to produce the food and fiber re. 
quirements of domestic consumers and export markets. 

This extraordinary increase in production per man,.plus the fact 
that farm people have relative large families, has resulted in an over. 
supply of manpower in many nonindustrialized rural areas. 

This oversupply of labor has caused prevailing wage rates in rural 
areas to be lower than in most urban areas. The real differentia] jg 
not as great as is indicated by statistical comparisons because the lower 
scale of wages is partially offset by the fact that the cost of living is 
also considerably lower, and other factors. 

Therefore, any increase in minimum wage standards necessitates 
relatively more and larger wage adjustments in areas that are pre- 
dominately nonindustrial rural areas than in industrial urban areas, 
and tends to discourage the development of industry in rural areas. 

Every study I have ever seen of low income situations in rural areas 
has indicated that the basic problem is one of partial unemployment 
and has urged that a significant part of the answer to the problem 
is the location and development of industry in nonindustrial rural 
areas. The recent Department of Agriculture report on the “Devel- 
opment of Agriculture’s Human Resources” dealt with the need for 
the development of rural industry to efficiently utilize human 
resources. 

As the committee is aware, this process is going on to a substantial 
extent. The establishment of new industries in a rural community as 
an extraordinary impact upon the economic life of the community. 
New opportunities are provided individuals, more efficient use of the 
manpower and other resources of the community is furthered, new 
and better markets are provided for farmers in the area. 

The social environment in such communities is as close to the ideal as 
we normally find. Community life is vigorous and healthy. It isa 
desirable environment in which to raise children. People have more 
space to live in. They have more leisure to enjoy and a better en- 
vironment in which toenjoy it. 

We submit that this is a desirable development for the people in- 
volved, and is in the national interest. 

The development of nuclear power lends emphasis to the desirability 
of this dispersal of industry from the standpoint of national defense. 

We have not recommended any special assistance to further the 
trend toward dispersal of industry in rural areas. But on the other 
hand, we do not believe that Federal authority should impede such de- 
velopment. Legislation which would pasos this healthy develop- 
ment is contrary to the best long-run interest of the people and of the 
Nation. 

The effect of minimum wage legislation on rural areas was concisely 
and forcefully stated in an article published by John V. Van Sickle, 
chairman of the Department of Economics of Wabash College, in an 
article in the Harvard Business Review as follows: 

The beneficial effects to be expected from respecting geographical wage differ- 
entials can be further illustrated by considering the consequences that will follow 
if they are prematurely eliminated or excessively narrowed by Government edict. 
Any excessive and premature narrowing of the gap puts pressure on labor to 


move to existing centers of industrial concentration instead of encouraging capital 
and new saving to seek out areas of surplus population. It promotes centraliza- 
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tion—an excessive urbanism, on the one hand, and an excessive agrdrianism, on 
the other. It distorts the locational pattern of industry, favoring big business 
in big cities at the expense of small business in smaller communities. It increases 
frictional unemployment and concentrates it precisely where the need for job 
opportunities is greatest. It promotes monopoly. It forces upon localities, States, 
and whole regions costs which they should not have to bear. It thus offends the 
very principle of our Federal form of Government. 

Our next-section is devoted to minimum wages and farm marketing 
costs. 

Farm people have a major interest in the costs of processing and dis- 
tributing farm products. From time to time the Congress has been 
concerned, and appropriately so, with respect to the fact that con- 
sumer prices of food products have not declined proportionately with 
farm prices. The major factor preventing an adjustment in market- 
ing charges has been in the increasing level of wages in processing 
and distributing organizations. In 1953 direct labor costs for the 
ae of food products constituted 53 percent of the total mar- 
keting charges. In addition, there are unreported but very sub- 
stantial indirect labor charges involved in supplying goods, includ- 
ing capital goods, and services to the processing and distribution 
industries. 

These labor costs for processing and distributing food products 
are just as directly a cost to faymers as though farmers paid the bill 
out of their own products. 

We are in accord with the principle that workers in processing and 
distribution industries should be paid good wages as determined by 
competitive factors and bargaining between employer and employees. 

But when Government steps into the picture to raise such costs 
above the market level, it is in effect transferring income from agri- 
culture to workers by legislative action. 

Since agriculture processing industries are located predominately 
in rural areas, and since it is in rural areas that wage costs are most 
affected by minimum wage legislation, such legislation bears heavily 
upon farmers. 

There are many and complex reasons why net farm income has 
declined in recent years.. But certainly one of the reasons is the 
increased cost of marketing farm products, and no less important is 
the increased cost of production resulting from higher farm labor 
costs and other factors. The following data, from official reports of 
the United States Department of Agriculture show what has been 
happening: 

[Billions of dollars] 
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You will note that this shows that gross farm income has remained 
about the same since 1947, that production expenses which reflect in 
large measure increased labor costs on the farm have increased from 
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17.2 to 21.5 billion dollars. Accounting wholly for the resulting de- 
cline in net farm income from 16.8 to 12.5 billion dollars—that jg 
shown there. In that last column, we have shown the labor cost of 
distributing farm products, which has increased from 10.6 to 15.5 
billion in 1953, the latest available figure. The increase in the cost 
of distributing farm products has just about balanced the decline in 
net farm income. 

Persons engaged in the processing and distribution of farm prod- 
ucts currently are receiving a much larger percentage of the consum- 
er’s food dollar than is being received by farmers. ‘To the extent that 
an increase in the minimum wage would raise the cost of production 
or of distribution, this relationship would be further distorted, 

An increase in the minimum wage would inevitably be reflected in 
higher wages for farm workers, thus further reducing farm incomes, 

Wage fixing and minimum wages: There are 2, and only 2 basic 
methods for determining prices and wages. One is by the operation 
of the market in a competitive environment, subject to supply and 
demand factors. The second is by Government fiat. It is of course 
true that there are an infinite number of compromises between these 
two extremes, or perhaps more exactly it might be stated that there 
are numerous limitations on a completely free market economy which 
may be feasible and desirable, without going all the way to Govern- 
ment wage and price fixing. 

The American Farm Bureau has supported reasonable minimum 
wage legislation. We have accepted the principle that it is appropri- 
ate for Government to prevent extremely low substandard wages and 
to prevent hardship to individuals to the extent we can do so by min- 
imum-wage legislation. But we do not believe it is economically sound 
for Government to establish minimum wages which are significantly 
above wage levels established by market conditions and we are very 
much opposed to the extension of minimum-wage legislation to the 
point that it becomes in fact wage fixing by Government. 

This is, of course, a relative matter. A minimum wage does not 
necessarily constitute wage fixing. But, with each increase in the 
level of the minimum wage, the degree to which the actual wage is 
determined by Government rather than by the processes of the market 
increases. 

It is our belief that the national welfare and the welfare of all the 
people will be best served by the minimum-wage program of limited 
scope and applicability, thus permitting demand-supply situations 
and bargaining between the parties to be the dominant factors affect- 
ing the determination of wages. 

The American Farm Bureau Federation has consistently opposed 
wage and price fixing in peacetime. 

n the case of commodities, price serves as the balance wheel to 
continuously guide production to meet market demands, to adjust 
consumption to use up available supplies, and to guide the flow of in- 
vestment into the particular industries and purposes and areas that 
are needed to provide the needs of consumers and the Nation. é 

In the case of labor, wage rates serve as the balance wheel to provide 
each person with a reward proportionate to his contribution to society, 
to facilitate shifts of workers as may be needed to meet consumers’ 
demands, and to guide the flow of investment to make most efficient 
use of our manpower resources. 
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A reasonable degree of flexibility in the wage level is necessary to 
encourage necessary adjustments. An increase in the wage level 
indicates a shortage of available workers, which attracts new workers 
to the industry or to the area. On the other hand if the wage level 
in an area is low this is a sign of a surplus of labor. The fact that 
the wage level is low tends to increase investment and employment 
in the area. If, by Government action, we discourage this adjustment, 
we only perpetuate the low wage situation. 

We do not believe that Government regulation of prices and wages 
will ever function as effectively and efficiently as the market mecha- 
nism, and that when Government enters into the picture to prevent 
the market mechanism from functioning, it inevitably creates distor- 
tions, prevents adjustments, and is likely to create more difficult and 
complex problems than the problem Government set out to alleviate 
in the first instance. 

There is nothing new about wage and price fixing. The experience 
of many other countries in this field far surpasses ours. If there were 
any validity to the proposition that Government wage and price fixing 
creates and maintains prosperity, then the most prosperous countries 
in the world would be in Europe. 

The genius of the American revolution that is going on all around 
us is based upon individual initiative, freedom, and opportunity for 
individuals, in a society in which we foster competition in a market 
economy where supply and demand and price are the major deter- 
minants of economic action. This is the ideal mechanism to harness 
individual ambition and incentive, yes, and human selfishness, to the 
common good. By such means we insure maximum productivity, 
which must inevitably be the basis for maximum real earning power 
of the individual worker. 

To the extent that wage legislation interferes with production, to 
the extent that it discourages individuals from a Scjerd rian an enter- 
prise they might otherwise undertake, to the extent that the legislation 
diverts human resources from productive effort into the sterile func- 
tion of recordkeeping, to the extent that the attention of management 
is diverted from productive planning and supervision to the task of 
determining the application of and compliance with wage-and-hour 
provisions of law—to this extent the legislation reduces, rather than 
increases, the real earning capacity of workers. 

Various witnesses have stated that proposed increases may be readily 
absorbed. This wholly disregards the indirect effect of increasing 
minimum wages. As, I am sure, has been stated before by other wit- 
nesses, the tendency is for an increase in minimum wages to increase 
wages proportionately all up the line. Workers and their representa- 
tives seek to maintain the same wage relationships between groups and 
skills as have been maintained in the past. Employers too, are in- 
terested in maintaining appropriate wage differentials between differ- 
ent classes of employees with different skills and capabilities. 

The differentials between common labor rates and wage rates for 
skilled employees must be maintained if we are to maintain incentives 
for individuals to improve their skills. It is important to society that 
these skills be maintained. 

_ The net result is that an increase in the minimum wage tends to 
increase the general level of wages and prices. Most workers do not 
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benefit in terms of real incomes. On the other hand, people who can 
least afford a reduction in real income, those who are retired or other- 
wise living on fixed incomes, are very adversely affected. 

We are for high real wages. The incomes of farmers are dependent 
upon the real earning capacity of workers. In fact, in our resolution 
on agricultural policies we give first position to purchasing power on 
the list of things we believe to be essential for agricultural prosperity 
in these words: “High employment, rising productivity and a goo 
distribution of income, after taxes, must be maintained throughout the 
economy in the interest of the general prosperity which is essential for 
continuing farm prosperity.” The stitened self-interest of farm- 
ers necessitates an increasing real purchasing power in the hands of the 
maximum number of citizens. 

We do not believe there is anything remotely representing a conflict 
between the objectives of the various segments of our society in this 
respect. But we do not believe that an inflationary wage spiral set 
off by raising minimum wages will result in increasing the real pur- 
chasing power of working people. 

It is our conviction that the major factors in the determination of 
wage rates should continue to be bargaining between the parties. We 
are for the principle of bargaining, both individual and collective bar- 
gaining. Wage contracts are matters that should be settled at the bar- 
gaining table, not imposed by rulings of government. We do not con- 
cede that this has been an unsuccessful means of determining wage 
rates or that this process will fail in the future. 

Minimum-wage legislation tends to become, with the passage of time, 
more nearly wage fixing by government. The tendency is to gradually 
broaden coverage and gradually edge the minimum wage up closer to 
the prevailing wage. 

It is a question of judgment as to where the line should be drawn. 
It is the judgment of the people whom I have the honor to represent 
that the line should be drawn at about the place it is now drawn. We 
do not see any public benefit flowing from an increase in the minimum 
wage, which will compensate for the adverse consequences flowing from 
such action, or which will justify further extension of the principle 
of government regulation of the economy. 

ncrease in minimum wage may not accomplish intended purpose: 
No protection of employment is or can be provided by a minimum-wage 
law. Many of those now employed at 75 cents an hour or a few cents 
higher, are people who are handicapped for one reason or another— 
physical handicaps, mental handicaps, the handicap of youth and inex- 
erience, the handicap of the uneducated, the handicap of age and 
eebleness. We do not necessarily do these people a favor by increas- 
ing the minimum wage. The effect upon some of them would be to 
price their services out of the market, to price them at more than they 
are worth. An insuperable obstacle would be placed in the way of 
their obtaining or keeping a job. “ 

This is particularly true in periods of declining business activity. 

If government comes along and says to an employer, “You’ve got to 
increase your wages to this man to X cents per hour,” you may be 
asking the employer to pay the worker more than the market value of 
his labor. No minimum wage law can compel an employer to pay 
higher wages and at the same time keep all his employees. The em- 
ployer’s natural reaction is to keep his better workers and to let his 
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less productive workers go. So one of the side effects of wage deter- 
mination by government is to create a class of unemployables. They 
are not unemployables at any wage—they are unemployables at a fixed 
wage. It would be hard to imagine any more disastrous measure which 
could be taken with respect to the persons this bill is designed to pro- 
tect—than to price them out of the labor market. 

It does not benefit an area or a community if minimum wage rates 
are established at a level that prevents the development of production 
and employment which would otherwise occur. 

Minimum wages and purchasing power: One of the arguments for- 
warded by those favoring a substantial increase in the minimum wage 
level is that this will contribute to increase purchasing power and 
therefore to a higher level of business activity and employment. 

The factors contributing to the level of real purchasing power and 
employment are so varied and diverse that we doubt very much that 
any one, either proponent or opponent of the concept, can isolate this 
single element in the whole picture and demonstrate conclusively that 
minimum wage legislation either contributes to real purchasing power 
or, on the other hand, that it does not. 

It is nevertheless our belief that minimum wage legislation does not 
increase real purchasing power. Let us review briefly the reasons why 
we believe this is to be true. 

1. Real purchasing power is increasing at the present time, although 
it is clear that present minimum wage legislation has little effect wpon 
the general wage level. 

2. Experience in Europe has not indicated that increases in mini- 
mum wages have any influence on real earning power of workers. In 
France, for example, where increases in minimum wages have been 
approved by the legislature periodically, prices have increased pro- 
portionately in almost a parallel line, with the result that real earning 
power of workers has not been increased. 

3. Increases in minimum wage legislation tend to force the whole 
wage level up and to result in a comparable increase in prices. Thus,. 
no one benefits, but on the contrary, the purchasing power of people 
on fixed incomes is reduced. The value of pension rights, insurance 
benefits, bonds, individual savings and commercial deposits is reduced 
in proportion to the increase in the price level—thus reducing the 
“stored” purchasing power represented by such savings. 

4. To the extent that minimum wage legislation diverts labor and 
management from productive effort to record keeping and compliance 
with the law, the real incomes of all workers are adversely affected. 

5. At least some concerns are forced out of business and at least some 

concerns decide to forego expansion as a result of increases in minimum 
wages, thus reducing employment and earnings. 
_ 6. At least some employees are priced out of the market by an 
increase in minimum wages and thus lose employment and earnings. 
_ 7. And finally we come back to the basic principle that production 
is the basis of real wages and that an increase in wage levels without 
a corresponding increase in production will not result in increased 
real earning power. 

Small business: It is not our responsibility to represent small busi- 
hess. But we are concerned with the welfare of small business, partic- 
ularly in the rural areas of the United States and share in what we 
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believe is the general concensus of the public and the Congress that the 
maintenance of healthy, vigorous small business is an important 
feature of the American economic system. The Congress from time 
to time, has, by its consideration and by legislation indicated a genera] 
disposition to bi concerned with this objective. 

We do not know whether or not the incidence of small business and 
its participation in our economic life is declining, but in any event it 
appears to us that a major factor affecting the operation of any small 
business is the cost, difficulty and impracticality of imposing under a 
myriad of varying circumstances the burdens of compliance with mini- 
mum wage and hour legislation and its rigidities in situations in which 
flexibility of operation is essential. Large corporations may more 
readily adopt technological changes and install improved machinery, 
which enables them to absorb increased labor costs. Small business 
is less able to finance and to utilize such improved methods. One of 
the inevitable consequences, therefore, of increases in minimum wages 
is to handicap small business in comparison with larger business enter- 
prises. 

The opportunity of presenting the viewspoints of the American 
Farm Bureau Federation on the issues before the committee js 
appreciated. 

Mr. Chairman, and members of the committee, that completes our 
statement. Thank you. 

Chairman Barpen. Are there any questions? 

Mr. Mercatr. Mr. Chairman, I would like to ask a couple of ques- 
tions. Mr. Triges, did you hear the testimony of Dr. Schmidt yester- 
day on behalf of the chamber of commerce ¢ 

Mr. Trices. No, I did not, Mr. Metcalf. 

Mr. Mercatr. I take it that you are in favor of the basic principles 
of a minimum wage, when you said that you believed that the Govern- 
ment would be justified in protecting against substandard wages. 

Mr. Trices. We have had such provisions in our annual meeting 
resolutions for a number of years. They have not appeared in recent 
years, but I judge that that is still the way our folks feel. 

Mr. Mercatr. But you feel the present wage of 75 cents is adequate 
to protect those minimum standards ? 

r. Tries. Well, we feel that there are harmful consequences aris- 
ing from raising the minimum wage above 75 cents or substantially 
above 75 cents. 

Mr. Mercatr. Yesterday Doctor Schmidt said that the chamber 
of commerce for whom he was speaking was opposed to the principle 
of minimum wage legislation but that the best- thing Congress could 
do was to let it go by default, and that he felt that the present rate of 
75 cents was tantamount to letting it go by default. So you take a 
peaiison that is different from that of the chamber of commerce on 
that ? 

Mr. Triaes. I e it is a little different. I guess we arrive at the 
same end objective but for somewhat different reasons. 

Mr. Merca.r. But you are for minimum wage legislation and you 
feel that 75 cents is adequate ? 

Mr. Trices. That is right. 

Chairman Barpen. Mr. Triggs, being somewhat familiar with the 
situation in agricultural communities, I think very highly of your 
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statement. You mentioned the situation in France. France isa rather 
compact country. Any act in the way of fixing wages has a quicker 
reaction than it would here in our type of economy, is that not right ? 

Mr. Triaes. I expect that would be correct, yes, sir. 

Chairman Barpen. And so, things that have happened in France, 
may have happened more quickly but it does seem to me that possibly 
it has some value as a kind of laboratory report. Now, I can remem- 
ber when the French frane was worth 24 and a fraction cents. I for- 
vet the exact amount. Anyway, we regarded it as a quarter. That 
was during World War I. I was in France some 2 or 3 years ago and 
I spent quite some time there. The money fluctuated anywhere from 
530 franes to 625 frances per dollar during the time I was there. I 
recall riding from a theater to the hotel with my wife and daughter 
at night, after the theater. I paid the cab driver 500 francs. For a 
moment I thought he was robbing me until I began to think what 500 
francs cost me. I was paying him less than a dollar, and it was quite 
a distance. 

Had I hired that same taxicab during and after World War I, and 
for some years after World War I, and paid him 500 francs it would 
have cost me $122.50 to have made the trip from the theater to the 
hotel. 

That is just how money can deteriorate to where you have a lot of 
money but you cannot trade it for anything. 

I have been very much impressed with a report that I called for 
from the Library of Congress and they gathered this information and 
it came through the Legislative Reference Section. It gave me a table 
of the average weekly wage, the average hourly wage, and the average 
number of hours of manufacturing industry and then it carries on 
down to the average retail price of foods, and then it gives another 
table, that is more interesting than the others. That is how long the 
average worker in manufacturing industries, drawing the average pav 
of the average manufacturing industry, has to work in order to earn 
certain foods. That is quite interesting. 

In 1914, it took 15 minutes to earn a loaf of bread. It took 60 minutes 
toearn a pound of round steak. It took 103 minutes to earn a pound 
of butter. It took 24 minutes to earn a quart of milk. It took 93 
minutes to earn a dozen eggs. It took 5 minutes for a pound of pota- 
toes, and 15 minutes for a pound of sugar. 

Now, in 1955, in March of this year, instead of 15 minutes for a loaf 
of bread it took 6 minutes. Instead of 60 minutes for a pound of round 
steak, it took 30 minutes. Instead of 103 minutes for a pound of butter 
as in 1914, it took 23 minutes. Instead of 24 minutes for a quart of 
milk, it took 7 minutes. Instead of 93 minutes for a dozen eggs, it 
took 20 minutes. Instead of 5 minutes for a pound of potatoes, it takes 
2 minutes. Instead of 15 minutes for a pound of sugar, it takes 3 
minutes. 

Now, we look to the agricultural situation, and we look to the prices 
of these commodities, and we find that the trend is down, The prices 
are down. They are still going down. I was interested in your state- 
ment here where you say according to your tables, the increased han- 
dling cost and labor charges on agricultural commodities, that is han- 
dling charges to include all of them on agricultural commodities, has 
gone up approximately the same amount that the agricultural prices 
have gone down at the farm. 

63489—55——_73 
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Mr. Trices. Yes, sir. 

Chairman Barpen.. Now, here is a thing that really will disturb us 
because all of us know where the last depression really started. It 
started in agricultural America. We all know that. They ceased to 
be customers. Their farms were foreclosed. They were the “have 
nots,” and then the landslide started. 

Now, what do we face today? Go to any courthouse, or go to any 
banker. You will find the same thing starting. The mortgages are 
hung over from last year and instead of being paid out this year they 
are being added to., Foreclosures are on the increase. Prices are stij] 
going down. 

Now, anybody that can look at that picture and not see danger is 
more of an optimist than I am, wreaths do see danger. Any nation 
that forgets its history is in danger in the future. I believe that we 
are prone to gai in that, and I see great danger in it. These small 
operators you refer to do not employ 3,000 people, but 1,000 of them 
employing 3 people amounts to 3,000. One thousand of them employ- 
ing 10 people amount to 10,000. , 

This I think is an important document. These figures that I have 
recited here look to me like somebody had better be giving a little at- 
tention to the small employer. He is not a bad fellow. He works 
right along with his men. He isin hisoveralls. There was one gentle- 
man here yesterday that came to me out in the hall, Mr. Sheppard 
Scott of Lumberton, N. C. He said “Mr. Barden, I wanted to have 
something to say because I just felt that something bad is going to hap- 
pen to me and my small group of men. I am in my overalls every 
morning at 7 o’clock and I work with them. I know how much I 
make, and they know, too. If somebody is going to do something to 
me to make me pay out more than I, together with those, make, I 
will just have to blow my whistle and quit. He looked so funda- 
mentally honest and sincere, that I asked him to please stay over here 
and testify, and I was just notified that he received a message last 
night, and there wasn’t anybody at his place, and he had to go back 
this morning to work. So ‘er leit and went back. 

I appreciate your statement, sir, and I think there is evidence of 
considerable work. I just could not help but get this in. 

Mr. Trices. Thank you, sir. 

Chairman Barven. Thank you very much. 

Mr. Exuiorr. Mr. Chairman, beforé we proceed, I have a letter 
from Mr. J. G. Lawrence of Fayette, Ala., that I would like to read 
into the record on this very question. 

Chairman Barpen. Yes, sir. 

Mr. Exssort. The letter is addressed to me, and it says: 

Dear Str: I am writing you in regard to the law of wage raise. I am a small 
operator of a cotton gin, a saw mill, and a farm. I think the labor man is en- 
titled to a raise, but I am in favor of holding it to 90 cents per hour. My reason 
is this: 

We have lots of older men here that can do small jobs but we could not use 
them at a higher wage. We have had almost two crop failures here and cannot 
seem to get on our feet. It may be locally, but Fayette County is in a depression 
as far as the farm is concerned, I wish it were possible that we could pay more 
than the $1 per hour, and I think there are industries that can and should. But 
we sell our lumber green and the margin of profit is small. 


I now work 21 men. If the $1 per hour is passed, it will mean a laying off of 
at least 5 men. In the past few months I have raised quite a few of my men to 
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a) cents, some 85, and I believe I could go to 90 cents. But the $1 per hour is 
going to do more damage here than good. I think that I deal with the farming 
class of people all together, and believe the facts I have presented to you are 
right. 

I would appreciate it if you would consider this situation before casting your 
vote. 

Thanks. 

J. G, LAWRENCE. 

FAYETTE, ALA. 

Chairman BarpEen. Do you know the man? 

Mr. Extiorr. Yes, sir, 1 am familiar with the situation, and I know 
the gentleman and the type of business that he operates. 

Chairman Barpen. Is the Cotton Council here? I believe you have 
four people that would like to appear together. 


STATEMENT OF 0. W. McCOY, REPRESENTING THE NATIONAL 
COTTON COUNCIL, JASPER, ALA. 


Mr. McCoy. Mr. Chairman, and gentlemen. My name is O. W. 
McCoy. My address is Jasper, Ala, I appear here as a witness in 
behalf of the National Cotton Council. 

As you gentlemen may know, the Cotton Council is the industry wide 
organization representing cotton producers, cotton ginners, cotton 
warehousemen, cotton spinners and cottonseed crushers, My testi- 
mony will deal principally with the interest of the cotton ginner on 
the question of a proposed increase in the minimum wage under the 
Fair Labor Standards Act. Following me will be Mr. Rufus Mock 
of Greenville, Miss., who will represent the cotton warehousemen, Mr. 
Paul Koller of Clayton, N. C., who present testimony in behalf of the 
cottonseed crusher segment of the industry, and Mr, H. H. Huddleston 
of Lamont, Miss., who will represent the producers. 

The principal objectives of the National Cotton Council are to in- 
crease the efficiency and lower the costs of producing, handling and 
processing cotton, cottonseed and their products, and to expand the 
consumption of the products of the industry. This is done through 
research and sales promotion. 7 

Agriculture generally, and the cotton industry particularly, has 
a great stake in this legislation. Our efforts to lower costs and increase 
efficiency would be dealt a staggering blow if the Congress by law 
raised the wages we have to pay. It is not the general practice for the 
cotton ginner to buy the cotton from the farmer. He merely performs 
the service of separating the lint from the seed, and packages the lint 
in a bale ready for sale. It might be described as the first processing 
of seed cotton. Tt is an essential service that. must be performed before 
the farmer is able to sell either his lint cotton or his seed. The farmer 
pays the ginner for this service. 

So that you will have a clear picture of just what would actually 
happen by legislating higher wages, we are going to tell you about the 
principal segments of the industry which would be effected most. 

When the cotton has been picked in the field, the farmer brings it 
to the gin in a wagon, or in his truck, or in a trailer drawn by a tractor 
or truck. Farmers try to bring in just enough seed cotton to make a 


bale ey it is ginned. On the average, that would be about 1,350 
pounds. 
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At my gins the wagon or truck is spotted under a suction pipe which 
draws the seed cotton into the gin machinery. The process of ginning 
consists of cleaning trash, leaves, etc., from the cotton and cutting the 
cotton lint or fibers from the seed. As the lint is separated from the 
seed, it is carried through ducts to the press where it is packed and 
wrapped into bales which weigh about 500 pounds, on the average, 
The bale is ready for the farmer who brought in the seed cotton. 

The seed which has been separated from the lint which went into 
the bale is collected in a hopper and weighed. In most sections of 
the Cotton Belt, cottonseed loses quality if it is not delivered to the 
crushing mill quickly. Therefore most farmers sell their seed to the 
ginner. The price paid the farmer for the seed is the amount which 
the crushing mill will pay, less freight and a small handling charge 
retained by the ginner for collecting the seed, caring for it and moving 
it to the mill. 

The farmer is charged so much a hundredweight or so much a bale 
for the ginning service, plus an amount for the bale covering and the 
steel bands used to tie the bale. 

Mr. Exxiorr. Let me interrupt you right there, and let you be a 
little more specific about it. What is the common charge for baling 
cotton ? ‘ 

Mr. McCoy. Mr. Elliott, it runs anywhere from I would say $8.50 
to $12.50 a bale. 

Mr. Exxiorr. What does it run in our hometown of Jasper, Ala.? 

Mr. McCoy. For the last 2 years we have received eight and a half 
per bale for ginning and wrapping. That includes ginning and 
wrapping. 

Mr. Exxiorr. $8.50 per bale? 

Mr. McCoy. Yes, sir. 

Mr. Exxiorr. My mind goes back to the 1920’s when I used to carry 
cotton to the gin myself, and at that time the costs for ginning was 
$5 a bale, and as a matter of fact I remember it was $5 minimum, 
hee 1 cent a pound for each pound of lint cotton over 500 pounds. 

mentioned that just to bring out the fact that actually the charge 
for ginning is not excessive. As a matter of fact that charge has 
probably gone up less than just about any processing charge I can 
think of in the past 25 or 30 years. 

Mr. McCoy. That is true. 

These charges are deducted from the value of the seed which I buy, 
and the farmer is paid the difference in cash. The bale is loaded on 
the farmer’s truck, wagon, or trailer to be taken to the warehouse. 
Some ginners arrange to have the bale trucked to the warehouse for 
a small charge, where the farmer desires this service. 

We happen to not have a charge for that service, and that is in- 
cluded in the price. 

Mr. Ex.xiorr. That is included in the $8.50? 

Mr. McCoy. If we carry it to the warehouse, we make no charge; 
I guess you would call it free service. 

Mr. Suzsore What does the bagging and ties that you put around 
a bale of cotton weigh ? 

Mr. McCoy. Twenty-two pounds. 

Mr. Ex.xtorr. About 22 pounds? 

Mr. McCoy. Yes, sir. 
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Mr. Exxiorr, If this is not an unfair question, what does that 
bagging and ties cost the ginner ? 

Mr. McCoy. Approximately $2 per wrap, per bale. 

Mr. Ex.torr. Now, the farmer when he gets ready to sell his bale 
of cotton, sells the bagging and the ties as a part of the cotton, does 
he not 

Mr. McCoy. Yes, sir. 

Mr. Exxiorr. What is the price of the cotton now ? 

Mr. McCoy. Around 33 to 34 cents. 

Mr. Exxiorr. Let us say 34 cents, that is a middle figure, and 22 
pounds, so actually for the $8.50 ginning, you are putting on the bale, 
22 pounds of additional weight which is sold as a part of the bale of 
cotton and which, according to my figures, would be worth about $7.48, 
is that correct ? 

Mr. McCoy. It is. 

Mr. Exzsorr. And when you look at it from that viewpoint, which 
may be a bit distorted, the cost of ginning is only about $1.02 a bale, 
isthat correct ¢ 

Mr. McCoy. It is low enough for the ginner. 

Mr. Exxiorr. Go ahead ; I just wanted to bring that out. 

(ins are spotted around the entire area of cotton production. They 
are usually located either on the edge of a small village or at a cross- 
road along with a general store and filling station. Competition is 
very keen in my area. There are several gins with which my opera- 
tion competes for business. I need not tell you that acreage restric- 
tions this year, which have reduced the cotton allotments about one- 
third, will reduce the volume that I gin about one-third. This, of 
course, has increased unit costs tremendously. 

Most gin labor is unskilled. It is needed at the same time farmers 
need the most labor—during harvest. My source of labor is in the 
small towns where the farmer gets his labor. 

Mr. Exxtorr. Let me interrupt you again to illustrate from our home 
area, there, the situation in the gin business. You and I live in Walker 
County, Ale. About how much cotton does that county produce 
per year! 

Mr. McCoy. We have fallen below 5,000 for the last 3 or 4 years, 

Mr. Extaorr. Well, could we say that 5,000 bales is an average crop 
for that county ? 

Mr. McCoy. Yes, sir. 

Mr. Exxiorr. How many gins are in the county that serve the area? 

Mr. McCoy. Six, I believe. 

Mr. Exxrorr. You have six gins ? 

Mr. McCoy. Yes, sir. 

Mr. Exxzorr, And of cours those gins do not draw the same number 
of bales because they are in competition, and for various reasons some 
gins, maybe your gin, gins more than some of the others, but if you 
put it on an average basis those gins would draw about 800 bales each; 
would they not ? 

Mr. McCoy. Yes, sir. 

Mr. Exuiorr. Well, go ahead, sir. 

Mr. McCoy. For the past several years my expenses have done 
nothing but go up. Electric power rates are up, as is the cost of lubri- 
cation, repairs, upkeep, modernization, and other expenses. A modern 
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gin today with the latest equipment for handling machine-pickeq 
cotton costs about $150,000 to $200,000. 

With costs all along the line up and volume down, what will happen 
if Iam forced to raise wages? I will have no choice but to pass it on 
to the farmer if I am to stay in business. I have to compete with em- 
ployers who would have to pay the new minimum, regardess of whether 
the “area of production” exemption applied to me or not. There js 
no question that an increase in the minimum will increase the wages 
that I have to pay. I have no choice but to pass them on to the 
farmer in the form of an increase in my ginning charges. 

I would like to call the committee’s attention to the ridiculous sit- 
uation which exists in the administration of the exemptions intended 
for handlers and first processors of agricultural commodities under 
the wage-and-hour law. The Administrator has done his best to get 
around the clear intentions of the Congress. The Congress plainly 
said that the exemptions would apply in the “area of production” 
meaning the area where the commodity was produced. The Wage and 
Hour Administrator has described the area in which cotton and other 
commodities are produced in relationship to the distance the gin hap- 
pens to be from the nearest town of a certain size. It is impossible for 
me to see what the size of a town has to do with whether the gin is 
located in the area where cotton is produced. 

My home is Walker County. which produces about 5,000 bales of 
cotton. Certainly any reasonable man would say that a gin in that 
county is in the area of cotton production. However, Jasper—the 
county seat—had a population in 1950 of 8,589. This means that a 
gin located in Jasper or within a mile of the town limit would not 
be considered in the area of cotton production under the Labor De- 
partment’s rules. Even if it were located more than a mile from 
Jasper, it would not be considered in the cotton-producing area if 
more than 5 percent of the cotton ginned in any month came from 
farms more than 10 miles away. 

Mr. Exsiorr. Let me interrupt you right there, Mr. McCoy, to 
again attempt to illustrate your testimony. Our town of Jasper, Ala., 
a small town, is located more or less in the middle of the cotton-pro- 
ducing area of our county. As I think about it, we have cotton pro- 
duced immediately to the south of town, and immediately to the east, 
and immediately to the north, and immediately to the west. The town 
itself is located in the center of the cotton-producing area, and as a 
matter of fact I think there is cotton produced within the city limits, 
is there not? Right wihin the city limits of the town itself? 

Mr. McCoy. Yes, sir. 

Mr. Exuiorr. Now, under the interpretations of the wage and hour 
people, if your gin is located in that town, as it is, you are automati- 
cally covered by the provisions of the Fair Labor Standards Act, 
whereas, if your gin were located more than a mile outside of the city 
limits, and if according to the Administrator’s ruling you did not 
draw more than 5 percent of your cotton in any 1 month from a greater 
distance than 10 miles from that gin, then you would not be covered. 
Is that right? 

Mr. McCoy. That is right. 

Mr. Exssorr. And you make the point that in actuality your gin 
for all practical purposes is located within the area of production 
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from a practical standpoint just as nearly as it can be to comply with 
the reasonable meaning of the term “area of production” ? 

Mr. McCoy. That is exactly right. 

It looks to me like these rules were made just for the purpose of 
taking away the exemptions which Congress intended. They cer- 
tainly have that effect. Since this act was passed in 1938 we have been 
trying to get this matter corrected. We have come to the conclusion 
that the only way it will be done is for Congress to clearly write into 
the law just what it means by “area of production.” 

Mr. Chairman, that about sums up my testimony. Mr. Mock, of 
Greenville, Miss., who is a warehouseman, is here to tell you the part 
he plays in the raw cotton industry. He gets the bale after I gin and 
wrap it. 

Cairn BarveNn. Let me say this to the gentleman: I was on the 
committee when the “area of preduction” came up. I was the one 
that started the argument for the “area of production.” What a fight 
wehad! Am I right or wrong about that ? 

Mr. Kewuey. That is right. I remember that. 

Chairman Barpen. What we were trying to do, and what I was 
trying to do was to put a sensible interpretation upon “area of produc- 
tion” to mean that that area where this commodity was grown and the 
area served by the cotton gin or the corn mill happened to be located. 

It got into mills and it got into everything else that I knew was 
headed for trouble. The first interpretation of it came out. Of course, 
the effort has been by the Department, and you know it, to brush it 
all out. That has been their attitude. But anyway, they came up 
with this high sounding definition, the first one. It said, “so many 
miles from the gin.” 

When that came on my desk, I picked up the telephone and I called 
the man that wasthe Administrator. I said, “Is this your definition?” 
He said “Yes, sir.” I said, “Well, do those miles mean as the crow 
files, or as the road goes?” ‘Well, he stammered for about 5 minutes, 
and he said “Let me call] you back on that.” 

So they went into a huddle for a while longer, and then they began 
to draw up a different definition. I just mention that to let you know 
that I have been hurting with that a long time myself. I do not runa 
cotton gin, but I have a lot of cotton ginners that run me. 


STATEMENT OF RUFUS MOCK, REPRESENTING THE NATIONAL 
COTTON COUNCIL, GREENVILLE, MISS. 


Mr. Mock. og Moma is Rufus Mock. I live in Greenville, Wash- 


ington County, Miss. Greenville is located on the Mississippi River 
and in the Mississippi Delta, one of the most fruitful cotton-producing 
regions in the world. 
_ [am manager of Greenville Compress Co., which is engaged in stor- 
ing, compressing and physically handling raw cotton in bales. Our 
storage capacity is about 70,000 bales of cotton. We receive annually 
approximately 60,000 bales of cotton, nearly all of it being received 
directly from and for account of the farmers who grew it. We do not 
buy or sell cotton. 

Except that our storage capacity is somewhat larger than the aver- 
ige cotton compress-warehouse plant, our operations in Greenville 
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are generally typical of country compress-warehouse plants acrogs the 
Cotton Belt. There are three other competing compress-warehouse 
plants in Washington County, one at Greenville, one at Hollandale and 
one at Leland. There are 14 competing compress-warehouse plants 
within 50 airline miles of Greenville, 9 of them being in towns of 
under 2,500 population and 5 in towns of 2,500 or more population, 
Four of those plants in towns of under 2,500 population are especially 
competitive with my company in obtaining cotton for storage, com- 
pression and physical handling services. 

Washington County produced more than 93,000 bales in 1952, more 
than 128,000 bales in 1953, and more than 85,000 bales in 1954. T esti- 
mate that the cotton grown within 50 miles of Greenville each year will 
run between 800,000 and 1 million bales. 

Practically all of the cotton received at our plant for compression 
and storage is placed there by the farmer who grew it. All of the 
charges made for compression, storage, and other services are borne 
by the farmer. 

It is necessary to maintain a substantial crew on hand at the plant 
at all times whether any cotton is actually received or shipped or not. 
During about 18 weeks in the fall and winter months we carry about 
76 wage earners on our payroll. During the remaining 34 weeks of 
the year we carry approximately 41 wage earners on our payroll. Both 
of those totals are exclusive of salaried and office employees. Our 
weekly hours of work, of course, necessarily fluctuate with the vol- 
ume of cotton received and shipped. On the average we will work 
approximately 50 hours a week for 18 weeks during the harvesting 
and ginning season and during the remainder of the year we work 
approximately 45 hours per week. 

In my community, and in Mississippi generally, farming is the 
principal occupation and cotton is the principal crop. 

Cotton warehouse and compress-warehouse plants are supposed to 
be exempt from both the minimum wage and overtime requirements 
of the Fair Labor Standards Act whenever they are located in the area 
of production of cotton. The act, however, authorizes the Wage and 
Hour Administrator to define the area of production of cotton and 
other agricultural commodities. Back in 1946 he defined the area of 
production of cotton by saying that a compress-warehouse plant is 
not in the area of production if it is located in or near a town of 2,500 
or more population or if during the previous month it received more 
than 5 percent of cotton receipts either from points more than 50 
miles from the plant, or from towns of 2,500 or greater population, 
or both. He made the same definition for cotton warehouse plants 
without compress machinery and for cotton gins except that the dis- 
tance in the case of cotton warehouse plants without compress ma- 
chinery is 20 miles instead of 50 and in the case of cotton gins, 10 
miles instead of 50. 

Greenville has a population of nearly 30,000 and for that reason 
cannot meet the test of. the Administrator’s definition, even though it 
is the county seat of one of the top 20 cotton producing counties in the 
United States. Also on the average, we receive between 8 and 9 percent 
of our cotton receipts from points more than 50 airline miles from 
the plant. This, too, prevents our operation from meeting the test of 
the Administrator’s definition. 
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This is a ridiculous situation. Congress clearly intended that farm- 
ers not be foreed to pay wages arbitrarily fixed by law for handling 
and preparing their products for market. Yet 94 percent of the cotton 
produced moves into warehouses in cotton-producing States and 
counties which are considered as being outside of the area of cotton 
production. In the cotton-producing States of Alabama, California, 
Georgia, New Mexico, North Carolina, and South Carolina there is 
not a single compress-warehouse plant considered as being in the cotton 
producing area, because all are located in places having more than 
9.500 population. 

Increases in our operating costs, brought about by increasing the 
minimum wage or repeal of exemptions applicable to cotton compress- 
ing and warehousing, cannot be absorbed by the industry. A study 
recently made of a large cross-section of the cotton-warehouse industry 
in cotton-producing States showed that cotton warehousemen for the 
past 5 years have been realizing earnings on their operations after in- 
come taxes of less than 214 percent of the present conservative value of 
net worth. Any increase in warehouse operating costs of any substan- 
tial amount will have to be passed on in increased charges for warehous- 
ing services and compressing services and those increased charges will 
be borne by the cotton farmers who are already pinched between rising 
farm costs and falling cotton prices. We are definitely opposed to any 
increase in the minimum wage. Cotton farmers and cotton warehouse 
and compress-warehouse operators are already suffering under the 
75-cent minimum, particularly with the existing confusion about the 
application of exemptions designed to cover our operations. What 
should be done and what I urge be done is that the present exemptions 


be clarified and strengthened so that nobody in the Labor Department 
or anywhere else can say that they do not apply. 

The most important of these is the one exempting cotton warehous- 
ing and om ep pm similar operations on other farm prod- 


ducts—from both the minimum wage and overtime when those oper- 
ations are performed within the area of production of cotton. Experi- 
ence in the last 16 years makes it plain that the Labor Department 
is not going to make a reasonable definition of the area of production 
of any agricultural product. 

An increase in the minimum wage would increase my labor costs 
by substantially the same percentage as the increase above 75 cents. 
My plant labor costs and those of cotton warehouse and compress- 
warehouse operators generally run between 55 and 60 percent of total 
operating costs. 

Actual application of the proposed increases to my own payrolls 
shows that if the minimum is increased to $1 our plant labor costs 
would be inereased 89 cents per bale and if the minimum is made 
$1.25 our plant labor costs would be increased by $1.79 per bale. 

Cotton warehouse and compress-warehouse operating costs have 
already been increased by 25 percent in the last 5 years, not counting 
the effect of the 75-cent minimum. 

Considering the fix the cotton farmer is already in, he will really be 
ina sorry plight if these increases are added to his burden. Compar- 
able increases, of course, would also be added to the costs of ginning, 
processing cottonseed and the cost of practically everything the farmer 
buys or pays for. 
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We urge that no increase be made in the minimum wage and that 
none of the cotton-handling exemptions be repealed but that on the 
contrary they be strengthened and clarified in.a way that will not 
permit them to be distorted and substantially nullified by administra. 
tive action. 

Mr. Exxiorr. I would like to ask the gentleman one question, Mr 
Chairman. When this cotton is brought to Greenville, to your cottoy 
compress company, you take it and hold it usually for the order of 
se elaine which has made a loan against it, do you not, Mr. 
Mock ¢ 

Mr. Mock. That is up to the producer. We store it for him, and 
if he wants the Government to handle it for him, we still hold it for 
his action. 

Mr. Exxiorr. In other words, you handle it as actually warehouse- 
men or agent for whoever want to put it in your warehouse. 

But let us take in the Cotton Belt. In an ordinary year, a fairly 
sizable amount of the cotton produced goes into what we call the Goy- 
ernment loan. The farmer draws his 90 percent of parity, a loan equal 
to 90 percent of parity, and then it is placed in the warehouse and 
it is held there? 

Mr. Mock. That is right. 

Mr. Exuiorr. Now, if the farmer wants to pay off the loan which 
the Government has made him, of his 90 percent of parity price, he 
must pay the compressing or warehouse charges on the cotton from 
he time it was placed there until such time as he pays off his Gov- 
ernment loan or makes other disposition of his cotton ? 

Mr. Mock. That is right. 

Mr. Exxiorr. About what do those storage charges or warehousing 
charges run on a bale of cotton ? 

Mr. Mock. In our vicinity, the storages would run approximately 
43 centsa month. I do not know what the interest would run through 
his agent. I could not answer that. That would be plus about a 65 
cent handling charge in there. It is 43 cents per month for the stor- 
age plus 65-cent handling charge. 

Mr. Ex.iorr. But the 65 cents is not per month, is it ? 

Mr. Mock. No, sir. That is the first month, that includes receiving 
and handling and processing papers, and making distribution or what- 
ever he may want made of it. 

Mr. Exuiorr. The 65 cents is just 1 charge ¢ 

Mr. Mock. That is right. 

Mr. Ex.iorr. And the other charge of storing the cotton and ware- 
housing it, runs about 43 cents per month per bale ¢ 

Mr. Mock. In our vicinity, yes. 

Mr. Exsaorr. And it is different in different areas of the cotton belt ! 

Mr. Mock. I think so, sir. 

Mr. Exusorr. Thank you very much. 

Chairman Barpen. Thank you, sir. 


STATEMENT OF PAUL KELLER, REPRESENTING THE NATIONAL 
COTTON COUNCIL AND NATIONAL COTTONSEED PRODUCTS ASSO- 
CIATION, CLAYTON, N. C. 


Mr. Kexier. My name is Paul Keller, of Clayton, N.C. Iam presi- 
dent and manager of the Central Oil and Milling Co. We operate 
a small cottonseed crushing mill and cotton gin. I speak not only for 
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myself, but in support of the stands taken by the National Cotton 
Council of America and the National Cottonseed Products Associa- 
tion. The latter organization has as members 288 of the 310 cottonseed 
crushing mills operating in the United States. 

During the past 13 years, our crush in Clayton has ranged from 
4,000 to 8,000 tons of oil seeds. We have operated from 5 to 9 months 
with a peak payroll during the fall of the year of 38, including office 
and supervisory help. This ranks us among the smallest units in the 
country. We pay 78 cents an hour, which last year gave us a direct 
labor cost including foremen, during the crushing period, of $5.57 
per ton. Idle season expense added $1.92 per ton to the labor bill, 
which gives us a total labor cost of $7.49 per ton. If the minimum 
wage is increased to 90 cents, the direct result would be to increase our 
labor cost $1.16 (15.5 percent) per ton, a $1 minimum would increase 
our labor cost $2.11 (28.2 percent) per ton and $1.25 minimum would 
increase labor cost $4.52 (60.3 percent) per ton. 

In addition to the direct increases, other workers already above the 
minimum would have to be raised somewhat in the same proportion. 
Increases in salaries other than those included above cannot be cal- 
culated accurately. 

I would like to say here that the other expenses which are based on 
wages, that is the insurance, liability insurance, and the hospital in- 
surance which we carry, and various other fringes, amount to approxi- 
mately 12 percent of the wage cost. That naturally would be in- 
creased in direct proportion. 

Chairman Barpen. You carry hospital benefits for your men? 

Mr. Ketter. Yes, sir. 

With cotton under decreasing acreage allocations, we cannot antici- 
pate any improvement in the tonnage figures in the near future. De- 
creasing tonnages mean increased cost per ton during both the operat- 
ing and the idle season. 

If increases in operating costs could largely be passed along to the 
consumer, the burden of a wage increase would not be so heavy. How- 
ever, this is impossible because of the nature of the industry, which I 
will review briefly. 

Cottonseed comes from ginners in boxcars or trucks. It is unloaded 
into storage either by power shovels, jacklifts or pneumatic unloaders. 
From storage, the seed passes over cleaners to remove sticks, sand, 
leaves, and other foreign material. After cleaning, the seed is con- 
veyed to the linter room where it is reginned to remove the short fibers 
or linters, which are baled. 

The next stage is hulling, to separate the oil-bearing kernels from 
the hulls. This requires cutting the hulls and then passing the mate- 
rials through a series of beaters and aspirators to separate the hulls 
from the meats. The hulls are then ready for sacking or bulk shipment. 

The oil is then separated from the meat either by solvent extraction 
or pressing, leaving a residual cake, which is ground into meal and 
sold as such, or may be pelletized. 

All of these products are sold in a highly competitive market. Cot- 
tonseed oil competes principally with soybean oil and lard domestically 
and to some extent with the world production of all types of vegetable 
oils and edible fats. Cottonseed meal competes with other oilseed meals, 
grains, animal proteins, and synthetic nitrogen products. Linters com- 
pete with woodpulp, cotton mill waste, foam rubber and other bedding 
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materials. Cottonseed hulls compete with hay and silage, ground 
corncobs and shucks, and other inexpensive roughages. 

Because of the nature of our products and the interchangeability 
with other competitive products, our prices are fixed by the old- 
fashioned law of supply and demand. We sell at the market or we do 
not sell. And I would like to remind you of the fact which has been 
forcibly brought to our attention during the past few years, that even 
the financial might of the United States Government was incapable 
of maintaining the prices of oil, meal, and linters at a high level in the 
face of a declining market. 

It is acknowledged that we, unlike the steel mills, cannot increase 
our selling price to offset increased labor costs, then there are only three 
possible ways to offset higher wage costs. ; 

One is a reduction in profit margins. This presupposes a profitable 
operation, which has been far from general in the past several years, 
This is indicated by a persistent decline in the number of oil mills in 
established cotton areas, without equivalent increases in tonna 
crushed by the remainder. Oil mills which operate profitably do not 
ordinarily go out of business. 

The second method of offseting higher wage costs is through in- 
creased efficiency, which means, to a large extent, the substitution of 
horsepower for manpower. This is rapidly taking place in many mills. 
However, in low tonnage areas the advantages of further mechaniza- 
tion at present wage levels are not clear cut. At higher wage levels, 
one is faced with the unpleasant choice of either making a heavy invest- 
ment in labor-saving machinery or going out of the crushing business. 
Either alternative reduces the ee of jobs available, primarily in 
rural areas where seasonal industrial employment is a must for many 
agricultural workers. And, as the number of mills decline, cottonseed 
must be hauled greater distances at higher and increasing freight rates, 
thereby offsetting a substantial portion of the saving effected by 
mechanization. Cottonseed, being bulky, carries a rather high freight 
rate in relation to value. 

This brings us to the third method of offsetting higher costs, one all 
too familiar to those of you who represent agricultural areas. That 
method is to reduce the price of the raw material. In this case, it 
would reduce the price which the farmer receives for his cottonseed, 
but the problem is not restricted to that. Almost everyday we read 
of some commodity for which the farmer is receiving a smaller propor- 
tion of the consumer dollar, because of increased handling, processing, 
packaging and transportation charges. Investigations and requests 
for investigations follow on each other’s heels. Yet here is the cotton 
farmer beset by sharp acreage reductions, which have increased his 
production costs, beset by increased competition from synthetics, for- 
eign cotton, unrestricted production of soybeans, enormous feed-grain 
surpluses, woodpulp and many other competitors, beset by already de- 
clining prices and possible changes in the whole support system, the 
effects of which no one can foretell. And what do you offer him to 
ease his pains? An increase in his cost of production through higher 
wages rates for the labor he hires and the things he buys, and a de- 
crease in his income from the products he sells. Surely this type of 
discriminative legislation cannot be the intent of the Congress. 

We are not opposed to the worker’s desire to better his income. But 
we vigorously oppose legislation which would take that income out 
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of the pockets of the farmers who are an indispensable component 
of our business, both as sen of our raw materials and consumers 
of a large part of our products. An increase in the minimum wage 
can only serve in this industry to intensify the economic pressure on 
the only major segment of the American economy which has suffered 
a serious decline over the last 5 years. 

The prosperity of the cotton farmer and of our industry is insepa- 
rable, and I must wholeheartedly endorse the resolution adopted on 
May 24, 1955, by the 59th annual convention of the National Cotton- 
seed Products Association, which reads as follows: 

Whereas strong efforts are presently being made to sharply increase the legal 
minimum wage to levels as high as $1.25 an hour, and to narrow or eliminate 
existing agricultural processing exemptions ; and 

Whereas such action would greatly increase the cost of processing cottonseed 
and such increases would eventually fall upon the producer of cotton: Therefore 
» pelted That this industry, in convention assembled, express its disapproval 
of the proposed increases and elimination of the exemptions and urge all mem- 
. bers to inform their Congressmen and Senators of their views on this issue. 


Chairman Barpen. Thank you. Are there any questions ? 


STATEMENT OF H. H. HUDDLESTON, VICE PRESIDENT OF THE 
MISSISSIPPI FARM BUREAU FEDERATION, REPRESENTING THE 
NATIONAL COTTON COUNCIL, LAMONT, MISS. 


Mr. Huppteston. My name is H. H. Huddleston. I reside in La- 
mont, Miss. I am vice president of the Mississippi Farm Bureau Fed- 
eration. At this hearing today I am representing the National Cotton 
Council. 

Mr. Chairman, the three witnesses representing the Cotton Council 
who have preceded me have given a clear picture of the services ren- 
dered by the first processors and handlers of cotton and cottonseed. 
The description of their operations and their charges show clearly that 
the farmer pays for their services. They show with equal clarity that 
any increase in their cost resulting from increased wages are of neces- 
sity passed on to and paid for by farmers. So that I can give the entire 
picture as the farmer sees it, I would like to just briefly sum up the 
testimony of the three gentlemen who have preceded me. 

The ginner separates the lint from the seed and packages the cotton 
into bales. He does not buy the cotton. For the ginning service he 
charges the farmer a fee. To stay in business, he must pass on cost 
increases, Which means that he charges the farmer more, The ware- 
houseman provides bonded warehouse service, protecting the cotton 
from the elements and other hazards, such as fire. In addition, the 
furnishing of negotiable warehouse receipts and Government-approved 
sampling for grade determination is an absolutely essential service in 
the marketing of cotton. The warehouseman does not buy or sell 
cotton, but merely furnishes a service, and when his costs increase they 
must be passed on to the farmer. Although the cottonseed crusher 
buys the seed, he is in effect rendering a processing service for the 
farmer so that the seed may be converted to the usable products which 
are sold. The cottonseed crushing business is highly competitive, and 
without question an increase in his costs will result in the crusher 
heing able to pay less for his seed. He cannot raise the price of the oil, 
meal, or linters as they are sold in a highly competitive market, and 
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represent only a small part of the total supply of the edible vegetable 
oils, protein meal, and cellulose needed in industry and for livestock 
feed. 

When we analyze the effects of raising wages or increasing the 
coverage of the minimum-wage law, we find that the farmer pays the 
bill in the processing and handling of farm commodities. That would 
be bad enough if that were the only effect, but in addition to being 
saddled with those increased costs the farmer’s own wage bill would 
go up sharply, since he competes for his labor with the handlers and 
first processors in the small towns, villages, and rural communities 
where the gins, warehouses, and oil mills are, located. In addition to 
these direct-cost increases, it is reasonable to assume that increased la- 
bor costs in the production of such things as farm machinery, fertilizer, 
and so forth, will be passed on to the farmer. So the farmer in effect 
pays three times for wage increases. First, in the processing and han- 
dling of the farm commodity he produces; secondly, through the in- 
erease of wages of farm workers; and third, through an increase in 
the cost of materials purchased for use in connection with crop pro- ° 
duction. 

In the main, industry is already paying more than the present mini- 
mum or even the proposed increase in the minimum wage. For ex- 
ample, in the Nation as a whole the average wage per hour for all 
manufacturing was $1.80 per hour in 1954. 

All of this adds up to the absolute fact that increasing the minimum 
wage is aimed directly at agriculture, and nobody else. Since the 
wages in the “old” Cotton Belt are the lowest in agriculture, that area 
would bear the greatest burden and suffer more severely from an in- 
crease in the minimum wage or an extension of the coverage. Farmers 
resent being singled out for special treatment in this fashion. Aside 
from being the lowest paid group in our economic system, they repre- 
sent about the only group Lowy cannot pass on the increased cost. 

Let’s review briefly a few facts which show the relative position 
of agriculture generally, and Cotton Belt agriculture particularly, to 
the rest of the economy. 

1. Overall hourly earnings in agriculture are less than the present 
minimum wage rate. They were 73 cents an hour in 1954—down from 
96 cents in 1947. 

2. Average wage rates for hired farm workers exceed the average 
return per hour for farm operators and their families. In 1954 the 
average wage rates for hired workers were 81 cents an hour. Yet the 
average hourly earnings of farm operators and their families were only 
71 cents an hour, which included the all-important function of man- 
agement. 

3. Farm wage rates very substantially throughout the United States. 
For example, in 1954 the average wage for hired farm workers with- 
out room and board was $1 per hour or more in 20 States, principally 
in New England, the Midwest, and Far West. In the eight “old” Cot- 
ton Belt States of the Midsouth and Southeast, the average wage per 
hour for hired workers was less than 60 cents. Mr. Chairman, | 
would like to submit for the record at this point a map showing the 
farm wage rates by States and a map showing the low income and 
level of living areas in agriculture. Your attention is called to the 
facts that the area with the lowest wage rate is the area where the 
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average farmer has a residual income of less than $1,000 per year. 
These maps are attached to the statement. 

4. A large percent of the lowest income farmers are in an area 
roughly comparable to the old Cotton Belt. In this area, two-thirds 
of all commercial farms have a gross income of less than $2,500. 

5. To increase the farmer’s wage to $1.25 an hour, as proposed in 
some of the bills before this committee, would require a 27-percent in- 
crease in gross farm receipts, which would amount to $814 billion a 
year. This represents more than half of the $141 billion net receipts 
of farm operators from farming in 1954. This is all the more signifi- 
cant when it is considered that farm operators cannot pass on the in- 
crease. 

6. In the eastern part of the Cotton Belt, where wages are the lowest, 
the average cost of just the labor required to produce a pound of cot- 
ton at $1 an hour wage would be about 31 cents a pound as compared 
with about 33 cents a pound which the farmer now gets for his cot- 
ton. At $1.25 an hour, the labor cost would be almost 40 cents. An 
increase of 714 cents in the price per pound of lint cotton would be 
required if the average hourly earnings of cotton production labor were 
increased 25 cents an hour. 

7. Farmers are in a terrific cost-price squeeze. In the last 7 years, 
costs are up 18 percent, prices down 10 percent, and net income of 
farm operators is down 25 percent even though productivity is up an 
estimated 34 percent. This cost-price squeeze in agriculture is gen- 
erally recognized. It is so acute that schemes for “bailing the farmer 
out” are being seriously discussed. The surest, way I know to force 
the issue is for Congress to legislate additional heavy costs on the 
farmer, and that isexactly what increasing the minimum wage would 
do. 

8. The Senate committee report justified the increase of 3314 percent 
in the minimum wage on the basis of a 14 percent increase in the cost 
of living since 1949, and an estimated 20 percent increase in produ- 
tivity. In agriculture since 1949 costs are up 11 percent and produc- 
tivity is up about 20 percent, yet overall hourly earnings are down 5 
percent and net income is down 8 percent. 

9. The income of farmers is ares half of that for city workers, on 
the average. In 1953, the average net farm cash income for farm 
operators was $1,707, as compared with the average annual wage of 
$3,790 per industrial worker. 

10. The parity index, which expresses relationship between prices 
received and prices paid by farmers, stands at 87. This is only 1 point 
above the 1985-89 average, which we consider is about the beginning 
of the recovery period when we had some 8 million unemployed, and is 
21 points below the 1947-49 average. That is about the economic pic- 
ture of agriculture. I was quite interested in the statement of the 
chairman a few minutes ago with regard to the situation under 
which we as farmers are now operating. We are, in my judgment, 
operating under many of the same conditions that preceded our 1929 
experience. In fact, I had had 2 years of business experience prior to 
os so it is a very vivid impression I received. I grew up in that 
thing. 

11. During the month of April of this year, which is the last 
month for which statistics are available, personal incomes reached the 
alltime peak. The annual rate for that month was $259,600 million. 
That is $11.2 billion above the rate in 1954. 
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12. The United States Department of Labor announced this week 
that the take-home pay of the average family worker rose to a new 
all-time peak of $70.12 per week in May 1955. During the last yeay 
take-home pay increased $187 per worker, a gain of about 6 percep; 
The consumer price index declined 0.1 percent between March and 
April. This was the first change since December 1954 and was the 
longest period of sustained stability recorded in many years. The 
Labor Department’s release stated that the combination of these fae. 
tors had given the Nation’s factory workers greater buying power 
than ever before and “stopped paycheck-robbing inflation.” 

Mr. Chairman, the record is clear that the overall economy of this 
Nation is operating at the highest sustained peacetime level in its 
history. Factory workers’ buying power is at an alltime high. Yet 
the farmers’ net income—which has never even approached parity 
with that for city workers—is down sharply. Primarily, as a result 
of wartime all-out production, we have accumulated large surpluses 
of many agricultural commodities, causing sharp curtailment of 
prodction. 

Now, why then is this drive for increased wages aimed at farmers? 
It is simply because they pay the lowest wage scale, not because they 
want to but because they cannot afford to pay more. There is nothing 
a farmer would rather do more than to enjoy an income which he 
must have before he could pay wages commensurate with industry. 

What would be the effect on farmers of raising the minimum wage! 
With or without an increase in coverage to bring in farm workers and 
all first processors and handlers, the effect would be the same, the 
difference being in degree. Either farm prices would have to be higher 
to absorb the added costs, or they would come out of the farmer's 
hide. The latter is what is bound to happen. 

Raising farm prices is out of the question. I will take cotton as 
an example, as I have had considerable firsthand experience recently, 
although the same general situation is true for wheat or corn or other 
crops. Cotton is facing the stiffest kind of competition. I have vis- 
ited some of our cotton mills and have seen it first hand. Synthetic 
fibers are being offered to mills at prices 5 to 8 cents per pound cheaper 
than cotton, on a waste-free, ready-to-spin basis. Virtually the entire 
tire cord market has already been lost. Rayon is winning away a sub- 
stantial part of cotton’s market in rugs and carpets, Although syn- 
thetics cannot be substituted entirely for cotton in many uses, there is 
a gradual but steady increase in their use through blending with cot- 
ton. During the first quarter of this year shipments of the rayon 
industry reached 325 million pounds. This compares with 250 million 
pounds in the first quarter of 1954. World rayon and acetate produe- 
tion increased to a record 4,360 million pounds in 1954. The extent 
to which rayon will replace cotton is determined in large measure 
by price. 

So raising prices is not the answer to increased costs, as it will price 
our product out of the market. Further losses in cotton consumption 
to rayon, which would result from a greater competitive price disad- 
vantage, will result in further cuts in the domestic production. Em- 
ployment would be reduced, efficiency of cotton production would 
suffer another serious setback, per unit costs would be further 1n- 
creased, and net income would be lowered still further or wiped out. 
We just simply eannot raise prices to pay for increased labor costs. 
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The only answer then is to take the increased costs out of the farmer’s 
pocketbook; to further widen the gap between the presently higher 
paid farmworker and the lower earnings of farm operators; to force 
off the bottom rung of the economic ladder one group not now receiv- 
ing even the present minimum wage in order to increase wages of a 
higher paid group. Is that the result the sponsors of these bills seek ? 

Mr. Chairman, we cannot pay until we are able to pay. Before that 
time comes, we must increase our efficiency. We must have a greatly 
expanded research and education program to show us the way. We 
must learn how to reduce drastically the annual $12 to $13 billion loss 
in agricultural production resulting mainly from weeds, diseases, and 
insects. We must develop a workable system of supplementary irriga- 
tion for our so-called humid areas where in some years it does not rain 
from the middle of May through September. We must reduce our 
peak labor requirements in cultivation and harvest. We must improve 
the quality of our products so as to better compete for the consumer’s 
dollar—at home and abroad. We must perfect a system of diversifica- 
tion so as to make fuller use of our labor on a year-round basis. We 
must have stability of production, greatly increased efficiency, and 
sharply rising output per worker. These things we must have before 
we can increase wages anything like the amount proposed in any of 
the bills before you. 

Mr. Chairman, the farmers of this Nation would like nothing better 
than to be able to pay $1.25 an hour as a minimum for farm wages. 

ut they must first achieve the goals I have set out. 

There is one additional point which I desire to bring to the commit- 
tee’s attention. When the original wage and hour legislation was en- 
acted by the Congress in 1938 and when it was amended in 1949, the 
Congress recognized the wage differentials which existed in agriculture 
and industry. Farmers were exempt from the minimum wage and 
hour legislation.. In addition, exemptions were clearly provided for 
handlers and first processors of agricultural commodities whose estab- 
lishments were located in the areas where the commodities were pro- 
duced. 

The Wage and Hour Administrator was authorized to specify the 
areas within which the various commodities were produced, and within 
which the exemptions would apply. His first definition was thrown 
out by the Supreme Court. His second definition, the one under which 
we presently operate, has been held by many courts not to be in keeping 
with the law. With a highly complicated rule, which uses mileage to 
towns and cities of varying populations as a principal test, he has de- 
creed that a cotton gin or warehouse, for example, which might be 
situated squarely in the middle of a 500-acre field of cotton would 
not be considered in the area where cotton was produced. Accord- 
ngly, it would not enjoy the exemptions clearly intended by the Con- 
gress. The absurdity of the rule is clearly demonstrated by the fact 
that only 5 percent of the cotton warehouse capacity is considered as 
being located in the area where cotton is produced. It is abundantly 
clear that the Administrator has, through these devious means, done 
everything in his power to circumvent the clearly expressed intent of 
Congress. To correct this deplorable and intolerable situation, the 
Congress must take action. 

(The charts referred to are as follows:) 

(The chart entitled “Area of Production Definition as Applied to a 
Cotton Gin” was filed, but is not printed.) 
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Mr. Ketiey. Thank you, are there any questions? 

Mr. Exxrorr. I have no questions, Mr. Chairman, but I would like 
to compliment each of these gentlemen for giving us such a fine expo. 
sition as they have on the various aspects of the cotton industry, | 
would like to ask Mr. Huddleston here, this question : : 

Mr. Huddleston, I represent an area that in 1950 had about 34,453 
farmers, or farms. I am not sure about that but I think that is the 
largest number of farms in any congressional district in the United 
States. I have not checked that figure, but that is substantially true. 

Our area has one of the lowest incomes of any area in the United 
States of America. That is, our per capita income is very low. Two 
or three years ago somebody worked up a figure showing that it was 
about $601 per person per year. 

Our farms are small, very small. The income of our folks is low. 
What are we going to do as farmers in a farm economy, or what can 
we do to get ourselves in better shape ? 

I have an idea that the problem goes much further than minimum 
wages for instance and much further than many other of the aspects 
of modern living. Lots of people tell us that we must diversify, and 
we are doing a little along that line. We are doing what we can. But 
it takes money to diversify, and there is no ready source of credit 
that will enable us to diversify to the extent that we should. 

We are so beset with problems, and they weigh so heavily at the 
present time that we see large numbers of automobile tags in our area 
now that bear license plates from States other than Alabama, indicat- 
ing that the people have gone away. They go away in the wintertime, 
for instance, or In certain seasons of the year, and for long periods of 
time to the centers of industry to work a while and then they come 
back. 

But the point I am trying to make is that it is clear to me and has 
been for some time that we are going to have to make some adjust- 
ment. I do not know where Lamont, Miss. is, but you are in the same 
general area there. I do not think that we can continue to have people 
living on the farms of America who get nothing for their children 
and are unable to accumulate anything to send them to school, and 
to provide for them the necessities as well as a few of the luxuries of 
life. 

Going over the country now, there is a great wave of feeling that 
we can no longer afford to pay those little cotton farmers 90 percent 
of parity for their production of cotton. People are arguing now 
that that has gotten us in all of the trouble we are in. The Congress 
has recently cut the general level of parity. I sometimes think when 
I listen to the arguments over there on the floor of the House, partic- 
ularly from people who do not understand our method of earning a 
living, that maybe the cut will be much more severe 2 or 3 years from 
now. 

All of those things tend to leave this small farmer in a position of 
seeing the price of everything continuing to go up and his share of 
the income of the country grow proportionately less and less. 

You impress me as being a very intelligent person, as do all of you 
other gentlemen. What is the answer to that situation ? 

I think it is more important than minimum wages or any of these 
other questions that we are talking about right now. 
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Mr. Huppieston. I am complimented that you would think that 
I might have an answer to that question. I wore some of this hair 
out trying to find the answer to that question. I am striving now, put- 
ting in about 14 hours a day, and that is not storybook hours, trying 
to find the answer to that question. I can answer you as to my loca- 
tion. I am in the heart of the richest section of the world, adjacent 
ty the Mississippi River. You have problems there with your small 
farmers that are acute, I am sure, and we are having them in our 
territory, Which normally is a place where you would not expect to 
find those things, I wish that I knew the answer. 

Certainly we do not need any confusion added to the thing, and we 
do not want any other handicaps placed on the 34,000 people you talk 
about in your district. 

This might be a little political in flavor, it might be that some of 
these people might have to recognize that they are still human beings 
as much as some of the rest of them are. That is, these little farms that 
you are talking about. They are trying as earnestly to diversify and 
economize and increase their efficiency and to raise their standard of 
living and to have something for their families so that they can in- 
crease the buying power of the population of the United States. 

I wish I had the answer. That is what I am doing up here. I am 
in hopes that somewhere, somehow, I can help contribute to finding 
that answer. Frankly, the definition that has been given the “area of 
production,” and the proposal to raise the minimum wage to $1.25, 
the highest figure I have seen, is not a part of that solution. 

I did not answer your question, and I told you I could not when I 
started, but I did the best I could. 

Mr. Exxiorr. Thank you very much. 

Chairman Barpven. Thank you, sir. I am glad to have your state- 
ment. 

Mr. Ketiry, I just want to say that I appreciate very much the 
testimony of these gentlemen. It is very enlightening and I learned 
something about cotton and farming and processing today. 

Chairman Barpen. I learned something about cotton when I was 
a boy, when my daddy told me I could keep all I could pick, and I 
could sell it all. I picked $4 and some cents worth and I quit. 


STATEMENT OF JOHN H. TODD, GENERAL COUNSEL OF THE NA- 
TIONAL COTTON COMPRESS AND COTTON WAREHOUSE ASSOCIA- 
TION, MEMPHIS, TENN. 


Mr. Topp. My name is John H. Todd, and I live in Memphis, Tenn. 
I appear here as general counsel for the National Cotton Compress and 
Cotton Warehouse Association. That organization is composed of the 
owners and operators of cotton warehouses and compress warehouse 
plants throughout the cotton producing States from California to 
North Carolina. They are what is generally referred to as small 
business. 

The average warehouse will employ from 2 to 10 people. The aver- 
age compressor warehouse plant will employ from 20 to possibly 80 
people. There are a few large plants which employ 100 or more 
people, but they are the exception. 
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These people store, compress, and otherwise physically service the 
cotton for the account of the farmer and other owners. They do not 
cotton or sell cotton. 

y experience with them, and with the cotton merchandising and 
marketing processes goes back to 1930. Some of it has been as a prac- 
ticing attorney, and some in executive or administrative capacity, and 
some in a combination of the three. 

Mr. Chairman, with your indulgence,-I would like to present my 
statement. Dr. King is here and he is going to cover some of the points 
that are included. 

You are considering an increase in the statutory minimum wage 
proposed avowedly for the purpose of improving the condition of 
covered employees now earning less than 85 cents, 90 cents, $1 or more 
per hour. In all of the many arguments I have read and heard on both, 
sides of these and similar proposals, little, if any, attention is given to 
what seems to me should be the controlling consideration. 

Throughout recorded history and in all countries, including the 
United States, even in the present time when the earnings of working 
people are at an all time high, there is and always has been a substantia! 
number of people dependent upon their earnings for their livelihood, 
who, by reason of incompetence, inefficiency, or similar cause, are un- 
able to produce through their labors sufficient economic value to justify 
earnings at a level which will support them in the style to which many 
of us feel to be appropriate for American citizens. 

Even the Congress of the United States cannot legislate efficiency 
and productivity for such workers. Many such persons are incapable 
of producing by their labor economic value exceeding 75 cents per 
hour. To increase the minimum wage to 85 cents, 90 cents, or $1 an 
hour will not benefit the people of this class. It will simply cost them 
the jobs and the earnings which they now enjoy, and which enable them 
on some scale to support themselves, or at least contribute to their own 
support and maintain their self-respect. 

There has been considerable talk to the effect that a given minimum 
wage will assure a decent or better income. In point of fact a legally 
imposed minimum wage does not assure any income. On the contrary. 
it simply prohibits employment in any covered occupation at a wage 
lower than the minimum. 

The cotton-growing South undoubtedly has the highest proportion 
of workers of relatively low productivity of all the regions of the 
country. The most recent indication of this is found in the figures 
released June 24 showing by States the proportions of draftees reject- 
ed for military service because of mental and physical deficiencies. 
Many of such workers are incapable of producing in an hour’s work 
the equivalent of the present 75-cent minimum, to say nothing of the 
higher minimum being discussed. 

Application of the minimum to them, especially if it is further in- 
creased, spells certain loss of employment. Are such people to be 
deprived of employment and thrown on public relief by the very 
mechanism that is said to be designed for their benefit? If so, the 
proposals before you are the most cruel type of deception. : 

Low-paid employment in the cotton South is seldom a question of 
workers being employed for less than they are worth. It very fre- 
quently is a question whether the employer can pay as much as the 
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minimum and continue in business, particularly when an overtime 
premium is involved. 

If the marketed product of the worker’s labor does not bring a price 
sufficient to compensate the necessary labor at a given wage rate, the 
imposition of that wage, that is, coverage, without exemption, will 
destroy the employment, either by destroying the producing enter- 
prise or, Where feasible, by substitution of machines for men. — 

In this connection I urge that you give careful consideration to the 
testimony presented to your committee earlier in these hearings by 
Dr. Willford I. King, formerly professor of economics at New York 
University. 

Since the primary justification advanced for an increase in the mini- 
mum wage is the increase in the Bureau of Labor Standards consumer 
price index—the cost of living index—I would like to introduce at 
this point a tabulation headed “Table 1,” showing the actual fluctua- 
tions in that index compared with the statutory minimum wage, show- 
ing as of January 1955 what the minimum wage would be if increased 
by the same percentage as the cost of living index. 

If the original 25-cent minimum and the index for 1938 are used as 
a base, there was in 1945 an increase in the index of 27.5 percent. A 
correspondingly increased wage mininium would have been 31.9 cents. 
Actually the minimum wage was increased to 40 cents. As of 1949 
the increase in the index was 60.8 percent; and a correspondingly in- 
creased minimum wage would have been 42.2 cents. The actual in- 
crease in the minimum made at that time was to 75 cents. As of Jan- 
uary 1955 the percentage increase in the index was 89.6 percent; and 
a correspondingly increased minimum would have been 47.4 cents 
compared with the actual minimum of 75 cents. 

If we take as a base the year 1938 and the 40-cent minimum enacted 
at that time but which actually became effective in 1945, the index for 
1949 showed an increase of 68.8 percent, which if applied to the 40-cent 
mininum wage would have produced a minimum of 67.5 cents com- 
pared with the actual minimum established at 75 cents. 

As of January 1955 the percentage increase in the index was 89.6 
percent. If the same increase were applied to the 40-cent minimum 
wage the resulting amount would be 158 cents, almost precisely the 
present minimum. 

If 1945 is used as a base, along with the 40-cent minimum made 
effective at that time, the index in 1949 was up 32.4 percent; and a 
corresponding increase in the 40-cent minimum would have produced 
‘minimum of 53 cents, compared with the actual minimum established 
at 75 cents. As of January 1955, the percentage of increase in the 
index was 48.6 percent. The same percentage increase would have 
produced a minimum wage of 59.4 cents compared with the statutory 
minimum of 75 cents. 

It is only by using 1949 and the present 75-cent minimum wage as 
bases that the increase in the cost-of-living index can be used in support 
of any increase in the present minimum. 

From 1949 to January 1955 the cost-of-living index increased 12.3 
percent. An increase of 12.3 percent in the 75-cent minimum would 
produce a minimum of 84.2 cents per hour. 

_ The storage and compression of cotton is a hazardous business. This 
is due primarily to the extremely wide fluctuations in the volume of 
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cotton receiving these services from month to month and from yea; 
to year. I now present table 2, that shows for the past completed 21 
crop-years the annual averages of month-end stocks of cotton bales 
in public storage in the cotton-producing States. 

This does not reflect the extreme range of fluctuation during the 
individual years which has ranged as low as 4.3 percent of capacity 
and only as high as 89.4 percent of storage capacity—69.4 percent 
during the past 7 years. Over the 21-year period reflected in table 2, 
the annual average occupancy of such cotton storage facilities was 
only 47 percent of storage capacity. 

During the past 10 years it was only 37 percent of total storage 
capacity. No data are available as to what percentage of occupancy 
is required for a cotton warehouse operation to break even between 
revenue and operating costs. Merchandise warehousemen, however, 
have concluded that they are losing money whenever their percentage 
of occupancy drops below 64 percent. In only 3 of the last 21 years 
has percentage of occupancy of cotton warehouse facilities averaged 
as much as 64 percent. The last of those years was 1940-41. 

There has been recently a great deal of loose talk to the effect that 
increasing the minimum wage to 85 cents, 90 cents, or $1 per hour 
would have no more adverse effect than did the increase to 75 cents 
made effective in January 1950. With respect to the storing and 
compressing of cotton this simply is not true. I doubt that it is true 
of any operation involved in the marketing of farm or orchard 
products. 

Because of the scarcity of labor and postwar inflation which received 


| 


tremendous impetus from the Korean “police action” wage rates all 


across the country, even in the Cotton Belt, rose so extensively that 
the effect of the 75-cent minimum “ wage scales in the storing and 


compressing of cotton was minimal except in locations where there 
was an ample labor supply and where costs and prices were slowest 
to reflect the generally mounting inflation. World War IT had the 
same effect on the 40-cent minimum which became effective in 1945. 

If we discount entirely the effects of the 75-cent minimum on the 
cotton warehouse and compress-warehouse business and use operating 
costs in the period immediately after the effectiveness of the 75-cent 
minimum as a basis of comparison, the total costs of operating cotton- 
warehouse and compress-warehouse plants have increased by a 
weighted average of almost 25 percent since 1950. Charges for services 
were increased in proportion. 

The cost of cotton insurance has increased 10.8 percent, the cost of 
plant labor and salaries on a unit basis has increased 23.7 percent, and 
the cost of building construction has increased 29.1 percent. In these 
operations plant labor and salaries account for 50 percent to 65 percent 
of total operating costs with a general average around 55 percent. 

The percentage of increase in unit labor costs for cotton warehouse 
and compress-warehouse operations during the past 5 years closely 
corresponds to the national average. For example, in March 1955 
compared with 1950 the national average for nonsupervisory labor in 
all manufacturing shows an increase of 26 percent in hourly wages 
and an increase of 27 percent in weekly wages, representing wage 
scales and take-home pay at all-time highs. 

The actual wage rates in our operations, of course, are far less than 
the average rates in manufacturing industries because all of our opera- 
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tions in the final analysis are performed for ‘account of the producers, 
aud all of the costs and charges for our operations are ultimately borne 
by the farmers, Therefore, both our rates of charges for services and 
our rates of pay to employees reflect the condition of the agricultural 
economy of the cotton-producing areas in which our establishments 
are located rather than conditions prevailing in the manufacturing or 
industrial economy, 

I would like to present at this time table 3 showing the percentages 
of wage earners in cotton warehouse and compress-warehouse plants 
now earning 75 cents an hour or less, and now earning less than 85 
cents, 90 cents, $1, $1.25 and $1.50 an hour. This table shows by 
weighted averages the proportions of wage earners in cotton ware- 
house and compress-warehouse plants which would be directly affected 
by the proposed increases. 

For the old Cotton Belt—excluding the Far Western States and the 
very large port and interior cities, such as Galveston, Houston, New 
Orleans, Memphis, Birmingham, and Atlanta—33 percent of all em- 
ployees now earn 75 cents an hour or less, Sixty-three percent or more 
earn less than 85 cents. Eighty-one percent or more earn less than 90 
cents. Ninety-two percent earn less than $1 an hour. 

When the entire Cotton Belt is considered, including Arizona and 
California where extremely high wage rates prevail, and the extremely 
large port and interior locations, we find that 25 percent of all em- 
ployees earn 75 cents or less per hour, 50 percent less than 85 cents, 65 
percent less than 90 cents, and 82 percent less than $1 an hour. 

These facts show beyond question that any increase in the present 
minimum would produce an effect on operating costs that is direct, 
immediate and drastic. 

If our lowest paid employees receive an increase by reason of an 
increased minimum wage it will be impossible to avoid corresponding 
increases in the wages of the more highly paid employees. Generally 
speaking, any increase in the 75-cent minimum would result in the 
same percentage increase in all labor and salary costs. Thus an in- 
crease in the minimum to 85 cents per hour would increase total operat- 
ing costs by about 7 percent. A 90-cent minimum would increase total 
operating costs by 11 percent. A $1 minimum would increase total 
operating costs by more than 18 percent. 

Here are the reasons why we cannot absorb that cost: A recently 
completed study of the earnings of cotton warehouse and compress- 
warehouse establishments over the past five completed crop years shows 
that the net earnings after income taxes of cotton warehouse and 
compress-warehouse operators, as a group, expressed as percentages 
of conservative valuation of present net worth have been respectively 
4.08 percent, 1.53 percent, 1.12 percent, 2.4 percent, and 3.51 percent, 
with a 5-year average of only 2.49 percent. 

_In comparison with the earnings of corporations generally, and par- 
ticularly for an undertaking so financially hazardous as the storing 
and compressing of cotton, I submit that these earnings are patheti- 
cally small. They would have been eliminated entirely had not the 
rates and charges made by warehouse and compress operators for their 
services been advanced on the average by approximately 25 percent 
in the last 5 years to cover the increasing costs of operation. 

These figures certainly leave no doubt that any increase in wage 
and salary costs will, of necessity, and immediately be passed on in 
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the form of increased rates and charges for services performed. That 
is to the extent that is possible. To any extent that it is not possible 
to pass them on, the services will simply be discontinued. 
plying the above proportions to the charges for typical serviccs 
ie ormed in warehouse and compress-warehouse plants, the estab. 
ishments of an 85-cent minimum wage would mean an increase jp 
charges of 38 cents per bale of cotton, A 90-cent minimum would 
mean an increase of nearly 57 cents per bale. A $1 minimum would 
mean an increase of more than 94 cents per bale. 

The sole incentive for the compression service is the differentia] jy 
freight rates provided under railroad tariffs for the transportation 
of cotton in carloads which can be loaded with uncompressed bales 
and for the transportation of cotton in heavier artaaills which can 
be achieved only with compressed cotton. 

The present charges for compression are now greater than that 
freight rate differential, with the result that hundreds of thousands of 
bales of cotton are moving to market without the service of com- 
pression. Any further increase in those charges at this time would 
tend to price the service of compression entirely out of the market. 
Such an increase would provide a strong incentive for the complete 
avoidance of the compression service, which would make idle and 
unproductive compress equipment costing many millions of dollars, 
and would make idle some six to ten thousand men. 

Mr. Extiorr. What is the average cost of a compression plant? 

Mr. Topp. It is difficult to give an average figure. The machine new 
costs $150,000. The construction cost of warehouse buildings, includ- 
ing sprinkler equipment and docks and ramps, and what have you, the 
latest figure I have seen is $2.24 per square foot. It takes something 
like eight plus square feet per bale of cotton, the average. 

Mr. Exiorr. It is roughly $20 per bale capacity ? 

Mr. Topp. My memory, if it is correct, is that it is $22 per bale. 
That does not include the cost of compress machinery, and it does not 
include the cost of cotton handling equipment. It is just the ware- 
house itself. 

Mr. Ex.irorr. Thank you. 

Mr. Topp. The economy of the highly industrialized north and east 
is geared, by and large, to the economy of manufacturing enterprise 
generally, and employment and earnings therein, are now at or near 
record high levels. 

By and large the economy of the cotton-growing south is geared to 
the economy of the cotton farm. It suffers, prospers, rises and falls 
with the cotton farm economy. The cotton farm economy at this time 
is in a sorely depressed state. The cotton farmer’s costs of production 
have been constantly rising and are continuing to increase. At the 
same time his allotted acreage and thereby his production, has been 
sharply, and is being further, reduced. 

The price he receives for his cotton is alarmingly low in relation to 
his costs of production and marketing. Even with lower cotton prices. 
synthetic fibers and foreign cotton production are making increasingly 
heavy inroads on our markets for cotton. 

There is a strong reason to believe that much of the steam behind 
the drive for a higher minimum wage and increased coverage stems 
from an ulterior motive. Indeed, some of the supporters of these pro- 
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posals frankly state that their support is based upon the belief that 
such proposals will produce relatively higher wage costs for newly 
established southern industry and relatively lower wage costs for 
competing industry in other sections of the country. 

Either an increased minimum or extended coverage or both engi- 
neered or supported for that purpose would work a cruel injustice 
upon more than a million cotton farmers and the many southern 
workers and businesses dependent directly and indirectly upon cotton 
agriculture. The same is undoubtedly true, though perhaps in vary- 
ing degrees, with respect to other agricultural and horticultural com- 
modities throughout most of the Nation. 

(A chart filed, entitled “Annual Averages of Month” is available 
for reference, but not printed.) 

(The tables are as follows :) 


TABLE 1—BLS Consumer Price Indew for all items for the years in which the 
25-cent, 40-cent, and 75-cent minimum wages were established, showing what 
the minimum wage would be if changed by the same proportions 





United States average | Corresponding or pro- 
index portionate Actually established 
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1947-9=100| Percent ae Percent mage | Percent 


I. Using 1938 and the 25-cent min- | 
imum as bases: Cents 


127.5 
168.8 


1954 eb Sk aeebettith B ; 6 190. 4 
January 1955 7 


II. Using 1938 and the 40-cent min- 
imum as bases: 
10GB. .....cnaanseeudecdenn souk 
1945 
1949 
1954 
January 1955........ Jindecanm 
III. Using 1945 and the 40-cent | 
minimum as bases: 
1945 
1949 
1954 
January 1955 
IV. Using 1949, and the 75-cent 
minimum as bases: 
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Mr. Topp. Now, what I have said relates to the increased minimum 
wage on the operation of cotton warehouses and compress warehouses. 
Under existing conditions, they are these: we have an exemption 
which provides that a cotton warehouse or compress warehouse shall 
be exempt from the minimum wage, or employees engaged in those 
operations are exempt from the minimum wage and the overtime 
requirement of the act if they are employed within the area of pro- 
duction as defined by the administrator. 

Now, the administrator whose duties and authority have been trans- 
ferred to the Secretary of Labor has consistently defined “area of 
production” in such a manner that the compressors and warehouses 
which can comply with it and meet its requirements handle only 5 
percent, approximately, of total United States cotton production. 
The other 95 percent is not and cannot be handled by a plant which 
can meet these requirements. 

I have been very close to this thing since before the act was origi- 
nally passed. As a practicing attorney I have defended, I think, 
approximately 25 cases in which either the Secretary or the adminis- 
trator or disgruntled employees were suing warehouse or compress 
warehouse operators in an effort to compel them to comply with either 
the minimum wage or the overtime requirements or both. 

Chairman Barpen. Mr. Todd, the truth about it is that the adminis- 
trator and the administration of this act has almost completely wiped 
out every exemption that the Congress put in, by one interpretation 
or the other, is it not? 

Mr. Topp. I am not sufficiently familiar with all of them to know, 
Mr. Chairman. 

Chairman Barpen. We said specifically these should be in the ex- 
emption, but when it was left to his discretion to write an interpreta- 
tion of it, the policy has been consistently to wipe it out. 

Mr. Topp. That is true beyond any question. 

Chairman Barpen. I will say this, and I think you will agree to it, 
that the agricultural areas have been one of his choice whipping boys. 

Mr. Topp. Undoubtedly, and it still is. 

Chairman Barpen. At the time we were fighting over this “area of 
production” it was held out by those who were enticing us to take the 
bait that it would relieve the situation. Immediately after it was put 
on the books they turned right around and politely wiped it out, or 
impolitely, whichever way you want to call it. Is that not true? 

Mr. Topp. In substance that is what has occurred. 

Chairman Barpen. Now, if you can find a first processing of an 
agricultural commodity, I do not know what it would be. The last 
thing that came up was that if the farmer took his potatoes to a wash- 
ing machine to wash the dirt off them, that was not covered. That 
was the last time it has come up. If you can make anything nearer 
a first processing of an agricultural commodity than washing the dirt 
off potatoes, I do not know what it would be. 

I know that you want a redefining of “area of production” and it 
should be done. So long as it is true that the added costs are put on 
to an agricultural commodity, whether it is a crate of tomatoes, a 
bushel of potatoes, or 1,000 feet of lumber—as those charges have been 
increased—it cuts off from the farmer’s check. 

Mr. Topp. Absolutely. 
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Chairman Barpen. You know that is so, and America knows it js 
so. If you do not believe it just go over to the House restaurant and 
buy one of those eighths of a watermelon for 40 cents. Then yoy 
will know what has happened. : 

Mr. Exxiorr. It is 50 cents. 

Chairman Barpen. In my boyhood days it was not even a sin to stea] 
watermelons. They did not have enough value. If you go down jn 
my district 2 or 3 weeks from now you can load a freight train full of 
them for 25 cents or 30 cents each. Here you will still pay $1 and 
$1.50 for them. Is that not true? 

Mr. Topp. That is about true. 

Chairman Barpen. As those charges are added to the great agri- 
cultural producing people, they cut off from his check. Yet al] 
America is absolutely dependent upon them for their food and most 
of their fiber. 

Mr. Topp. Yes, sir. 

Chairman Barpen. As Mr. Elliott said so wisely a while ago, some- 
how or someway we must find the answer. I do not know how to do 
it. But I agree with the gentleman, another swat on the head is not 
going to help. 

Mr. Topp. That is particularly true of cotton at this time, because 
of the extremely stiff competition of synthetic fibers and also of foreign 
grown cottons. It seems every time we cut back our cotton acreage, 
the foreign countries simply expand theirs to take up the slack. We 
teach them how to do it, incidentally. 

Chairman Barpen. Not only teach them how to do it, but we finance 
them. 


Mr. Topp. That is right. 

Chairman Barpen. We are going to pour into countries all over the 
world—and I am not going to vote for it—all of the billions that are 
in the hopper right now to further depress this. I had just as soon 
keep producing. I was trying to get the figures on the amount of 
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cotton goods coming in here from Japan. That is just one of them. 
But we have representatives from this Government all over the world 
teaching them how to grow cotton now. Some of them can grow a type 
of staple that is pretty much in demand, too. 

Mr. Topp. A great many of them. 

Chairman Barpen. Thank you, Mr. Todd. 

Mr. Topp. I wanted to say on that point, on those law suits, with 
one exception the employer has prevailed. That is the Secretary of 
Labor or the suing employees have lost. But that is a Pyrrhic victory 
because it left us im a confused situation. The courts, under the direc- 
tion of the United States Supreme Court, when the hold for the em- 
ployer and they hold this definition to be invalid and void, retain 
jurisdiction over this case pending the issuance by the Administrator 
of a new and valid definition. The Supreme Court said that it took 
him 214 years to come out with a new definition, and look what he 
came out with. These gentlemen who preceded me have told you 
what it is. 

Now, the warehousemen who are successful in defending a suit for 
injunction or back pay or whatever it is, they are in the position of 
having to guess what the Administrator is going to put out which 
will receive the sanction of the courts in the future. 
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Chairman Barpen. The farmers’ lawyers are in about the same 
situation as the farmers. They cannot win. 

Mr. Topp. His crystal ball is not any better than the farmer. It 

does not look like he can win. 
Mr. Exuiorr. Now, Mr. Todd, let me say this right at this point: 
The facts you have given us about this area of production have been 
very important facts. They carry a lot of meaning, and I am very 
much interested in what you say. But under the rule that we are 
operating under here, as I understand, our resolution restricts us so 
that we do not have the power here now to amend that and straighten 
up the “area of production” difficulties that you have been mentioning. 
[ do not think that we can do it in the bill now before us. 

Mr. Topp. I have been told that, but I was hoping that some change 
might be made in that condition. 

Mr. Elliott, certainly if it is not done, and the impact of an in- 
creased minimum, whether 85 cents or 90 cents or $1, it is going to be 
tremendously harder, It will be more severe. 

Mr. Ex.iorr. I do think before very long we will have a committee 
or a subcommittee set up to look into coverages generally, at which time 
Iam sure that your folks will want to be represented in a general re- 
writing of the coverage provisions of the law. At least I hope that 
we will have something along that line before too long. 

Mr. Topp. Of course, that would not help us much if you raise the 
minimum wage on us in the meantime. For the interim period it would 
not help. 

Mr. feisty It would depend upon when the minimum wage went 
into effect, would it not ? 

Mr. Topp. That is correct. 


Mr. Meroatr, If the Senate bill is in effect the first of next year, and 
if there were some action immediately after, or if there were hearings 
during the forthcoming recess and action immediately after the second 
session came into being, it would have very little impact on you in a 
month or 6 weeks that is would be under the other minimum; is that 
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right? That is especially in the winter period. 

Mr. Topp, We would certainly be delighted to see the relief when- 
ever it comes, and the quicker the better. 

Mr. Chairman, I would like to express my appreciation of your 
courtesy and the privilege of being here. 

Chairman Barpen, Thank you, sir, I am sorry our hearings are so 
extended. I started out in the beginning thinking the only way to 
handle this matter was with full and fair hearings. I think the com- 
mittee has provided that. Most of the time we have had pretty good 
attendance on the part of the committee, but occasionally circumstances 
prevented their attending. 

However, the committee will do its best to ferret out the answer. 

Mr. Evxiorr. Where are you from, Mr. Todd ? 

Mr. Topp. I live in Memphis. 

Mr. Exxiorr. The very able secretary of agriculture and industry of 
Alabama is named Todd, A. W. Todd. 

Mr. Topp. He is no relation that I know of. 

Chairman Barpen. The next witness is Dr. King. 

Do you prefer to read your statement or discuss it? You may 
handle that in any way you like, Doctor. 4 
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STATEMENT OF DR. WILLFORD I. KING, ECONOMIST OF THE coy. 
MITTEE FOR CONSTITUTIONAL GOVERNMENT, INC., NEW YORK, 
N. Y. 


Dr. Kine. Thank you, Mr. Chairman. I think it would be betie; 
to read my statement. 

My name is Willford I. King, and I am economist for the Commit. 
ee for Constitutional Government, with headquarters in New York 

ity. 

At present, the average wage of United States factory workers, as 
someone else has remarked, is $1.86 per hour. But at the same time. 
cases are not lacking in which employees in other lines of work are 
paid only 50 cents per hour, or even less, 

Is not this clearly a case calling for governmental intervention to 
protect helpless workers from exploitation by grasping, ruthless em- 
ployers? President Eisenhower takes the position that remedial action 
is necessary, and hence asks Congress to make 90 cents per hour the 
legal wage minimum. Walter Reuther says that such a figure is 
absurd; the minimum should be at least $1.25. 

Those appearing in opposition to this proposal will presumably 
mostly consist of employers now paying to a considerable number of 
employees hourly rates falling below 

Those appearing in opposition to this proposal will presumably 
mostly consist of employers now paying to a considerable number of 
employees hourly rates falling below 90 cents. To the members of 
this committee it may, therefore, well appear that this legislation 
deals primarily with a conflict between the interests of employers and 
the interest of employees, the latter being benefited and the former 
being injured if the wage minimum is raised. 

Please be assured that neither I nor the Committee for Constitu- 
tional Government of which I am economist have any pecuniary inter- 
est in this legislation. 

I am not representing either directly or indirectly any employers 
who do have such an interest. The reason why I have presumed to 
take up the valuable time of your committee is that I feel that those 
members of the working class who are for one reason or another not 
able to break into the high wage market are, as good American citi- 
zens, entitled to have their case presented to you. Undoubtedly every 
member of this committee has at heart the interest of these subaverage 
workers. 

It is an indisputable fact, that in the United States, large numbers 
of persons receive rates of pay too low to enable them to live in the 
stvle that seems to most of us to be appropriate for Americans. Some 
of these workers actually are unable to earn enough to maintain the 
health of themselves and their dependents. AJI that advocates of 
minimum-wage legislation ask is that Congress require employers to 
pay these unfortunates a decent living wage. Can anyone take issue 
with such an obviously reasonable demand? Clearly these poor people 
need additional income. Congress is admittedly the most powerful 
legislative body on earth. Is there any logical reason for its not 
acting at once to remedy this untoward situation? 

Any defensible answer to this question must take into consideration 
the fact that scientific principles govern the behavior of both nature 
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and human beings. But, from time immemorial, the assumption has 
been made by those in control that these fundamentals can be over- 
ridden by decrees or legislation. Thus, legend says that King Canute, 
impressed by his power, ordered the incoming tide to recede, but it 
still came on. He could not repeal the law of gravitation! 

The truth is, of course, that governments can, in no way, repeal 
scientific laws. True, legislators frequently assume that they have 
such power. Thus the story goes that the legislature of one of our 
States, seriously considered a bill requiring that, thereafter, in that 
State, the ratio of the circumference of a circle to its diameter should 
not be 3.14598 plus, but should be exactly 314. But the laws of mathe- 
matics were not disturbed by this proposal. 

And, regardless of public opinion to the contrary, governments find 
it no easier to repeal the laws of economics than to abrogate the laws 
of mathematics. However, during the last 5,000 years, numerous 
rulers and legislators have suffered from the delusion that they were 
endowed with the ability to annul or override the laws of supply and 
demand especially the one stating that, in general, raising the price 
of an article lessens the amount of its sales, and increases the quantity 
of it which will be produced ; while lowering the price has the opposite 
result. 

Even in our own enlightened Nation today, we have observed our 
Government arbitrarily boosting the prices of some farm products. 
Everyone remembers how such action resulted in the production of 
such a flood of potatoes that their destruction by Government agents 
became a widely publicized scandal. And, at present the Government 
has on hand vast stores of farm products. 


During World War II, our Government held down the prices of 
many articles, and, as a result, the Nation was plagued with shortages, 
and shortages, and more shortages. The only way you can get the 
right price of any article is by free competition. There is no other 
way of getting the right price. If you are to employ all of the statis- 
ticlans in the United States and try to fix the right —— of any of 
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the articles, they would not be able to do it because the subject is too 
complex. You would have to know all of the feelings and attitudes 
of different people and assuming they got the right ones, it would go 
wrong again, 

You take our Public Utility Commissions, who for a long time have 
been trying to fix the right prices of public-utility services. What 
have they done? What have they had to rely on? All that they tried 
to do is that they go to competitive prices and say they will make the 
public utilities sell their services at the same prices that would prevail 
if there were free competition. Competitive prices are the only right 
prices that make supply equal to demand. 

The private monopolists have always found the laws of supply and 
demand to be among their chief bugbears. Time and again, they have 
tried to increase their profits by raising the prices of their products, 
and, they have found that higher prices have made their sales volume 
shrink. Bucking the law of supply and demand is just as successful 
as defying the law of gravitation! And the laws of supply and de- 
mand apply just as rigorously to the price of labor as to the price of 
anything else. Raising wage rates always reduces the volume of labor 
which can be sold. 

63489—55——75 
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It is not unlikely that your personal observations will help to demon. 
strate why such reduction occurs. If a man has been paying a boy 
60 cents per hour to mow his lawn and now must pay him half as much 
again, he may decide to mow the lawn himself. And the same prin- 
ciple will apply in the case of the girl baby-sitter hired to stay with 
the children when the man and wife are invited out. 

How a minimum wage law works out in practice is well illustrated 
by what happened in a Kentucky clothing factory when NRA fixed 
a minimum wage of 40 cents per hour. Many of the workers in this 
clothing factory were elderly women who were not capable of speedy 
action. They had been paid by the piece, and, in many cases, their 
earnings were less than 40 cents per hour. 

Competition in the clothing industry was so keen that the factory 
owner could not raise piece rates and still stay in business. He there- 
fore was compelled to discharge many of these women. Some of them 
had worked for him for years. They begged him with tears in their 
eyes to keep them, as they were in dire need of the income. They 
told him that they had no complaints about the pay or the working 
conditions which they had enjoyed. 

He was obliged to Eavetices that he could not stay in business if he 
paid them the 40 cents per hour required by law, and that, if he paid 
them less, he would be sent to jail. The women, not being able to find 
other employment, went on the relief rolls, suffered great mortification 
by so doing, and were transformed from self-supporting, self-respect- 
ing citizens into paupers depending for their livings upon largess fur- 
nished by the taxpayers. 

In this instance, the NRA minimum wage provision inconvenienced 
the employer, burdened the taxpayers, increased the prices which cus- 
tomers must pay for clothing, and brought unemployment, hardship, 
and humiliation to the very class of people that the law was designed 
to help. 

What happened in this Kentucky clothing factory was duplicated in 
thousands of other instances. Before the advent of the NRA, the 
index of employment pertaining to factories producing nondurable 
goods had jumped from 71.5 in July 1932, to 100.7 in September 1933. 

uring the NRA regime, it never again attained a level as high as 
this September figure. Only after the NRA was overthrown by the 
Supreme Court did the just-mentioned employment index again re- 
sume its upward climb. 

I contend that it is distinctly antisocial to prevent the less efficient 
members of the working class ee earning an honest living; or from 
at least earning as much of their living as they are able to pay for. 
Those who can pay their way ought not to be pauperized. From those 
who are too inefficient to make both ends meet, it is legitimate to make 
up the deficit out of relief funds, but there is no good excuse for not 
requiring every adult to go as far as he can in the direction of pro- 
viding for himself. 

Proponents of increasing minimum wage rates will, of course, con- 
tend that, when the minimum is raised to 90 cents or $1.25 per hour, 
all competing employers will be similarly affected, piece rates will rise, 
and the employers will lose nothing, while the condition of the workers 
will be greatly improved. 
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If this contention is valid, why not raise wages to $5 per hour? And 
another parallel question: Russia has one of the most absolute gov- 
ernments on earth. Its rulers are very anxious to demonstrate that 
Russia’s economic system is the most efficient and productive anywhere. 
Yet most Russian workers earn real wages not more than one-third as 
large as those received by Americans employed in similar occupations. 

Many millions of Russians exist in a state characterizing only the 
most poverty-stricken of our citizens. Why does not Russia raise its 
minimum real wage until it is at least equal to that paid skilled work- 
ers in the United States ? 

The answer is, of course, that, as various careful statistical investi- 
gations indicate, the comparative levels of wages in different countries 
correspond to the comparative productivities of the workers in the 
respective nations, Americans earn 3 to 5 times as much as the Rus- 
sians because they produce 3 to 5 times as much, and it has yet to be 
demonstrated that any act of government can change this relationship, 
unless it first changes the productivity of labor. 

A major reason why Americans today greatly outproduce the work- 
ers of Europe is that, in our Nation, competition is relatively free. In 
a free competitive system, no sane anployer will knowingly pay to 
an employee more than the value which the employee adds to the con- 
cern’s gross income, for he knows that such overpayment reduces the 
net income of the business. It follows that, if government commands 
that the employee’s wage must be raised above his productivity, the 
employer’s only recourse is to discharge the employee. 

But proponents of minimum wage legislation usually point out that 
workers in some occupations or industries receive far higher pay than 
do workers in other occupations or industries, and that they ask for 
nothing more than a reasonable equalization of rates. What they over- 
look is that there are tremendous differences in the value-products of 
different workers. Part of these differences may be geographical. 
More important, however, are those differences arising from the char- 
acteristics of the workers themselves. 

Some candidates for jobs are strong; others are weak. Some are 
dependable; others are untrustworthy. Some are intelligent; others 
are stupid. Some are well-educated, others are illiterate. The net 
result is that, to an employer, the services of some persons are not 
worth 5 cents per hour, while, at the same time and place, the services 
of others may be considered cheap at $5 per hour. 

Only when Congress discovers a way to legislate efficiency into the 
incompetent, can it raise the earning power of low-grade workers. In 
view of this situation, it is clear that the immediate effect of the enact- 
ment and enforcement of any minimum wage law is to throw out of 
employment all persons whose qualifications are not such as to enable 
them to earn more than the ial minimum. 

The minimum wage should be put at the figure when you indicate 
how many you want to put out of jobs. The higher you put the mini- 
mum wage, the more you put out. That should be your criterion. 

A vital fact which is overlooked by most advocates of minimum 
wage legislation is that the total volume of products which can be sold 
is rigidly limited by the combined net new spending power of all po- 
tential customers. The Nation’s net. new spending power equals the 
algebraic sum of the national income and any change in its volume of 
circulating medium. 
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Careful investigation shows that, except in periods of currency jy. 
flation or deflation, the total amount of new spending power in the 
Nation in any given month depends primarily upon the amount of the 
Nation’s income in the period just preceding. This means that, by and 
large, people govern their spending by their incomes, 

This is, of course, a matter of common observation. It follows that, 
if higher minimum wage laws compel manufacturers to raise the 
prices of their products enough to cover added wage costs, they will 
find that their total volume of sales will decline. When this happens, 
they will, of course, require fewer workers. Those laid off will be the 
least efficient. They, and not the employers, will be the principal suf. 
ferers from the advance in the legal minimum wage rates. 

You have been hearing a lot of complaints about the level of em- 
ployment being too low. There is only one reason for mass unemploy- 
ment. That is the wage rates are too high in proportion to the net new 
spending power in the country. The unions pushed up the wage rates 
a bit too high a year or so ago, and so they kept unemployment going. 

Recently productivity has been increasing, and hence they have been 
getting their jobs back. 

How definitely the Nation’s net new spending power limits the 
total pay of the manufacturing wage workers of the Nation is show: 
by data presented in table XXIV of my book the Keys to Prosperity. 
They demonstrate clearly that such pay is governed mainly by the 
net new spending power total. These figures are all derived from 
official data put out by the Bureau of the Census, the Bureau of Labor 
Statistics, or the Department of Commerce. 

With the wage total determined by forces over which Congress has 
little control, simple arithmetic says that unless production and hence 
income increases, raising the hourly wage rate decreases the number 
of hours of labor that can be sold. The fact should, indeed, always 
be kept in mind that the usual cause of large-scale unemployment is 
that wage rates are being held at levels higher than those which, wiih 
existing new spending power, will permit full employment. This has 
been the situation prevailing in our factories during the last year or 
two. In 1954, a reduction of 12 percent in average hourly pay would 
have restored factory employment to the 1953 level. 

But, at this point, the labor leader will assert that we have ignored 
the fundamental fact that raising wage rates increases the spending- 
power total. Were it not for the fact that this fallacy is so widely 
accepted, I would not take the trouble to refute a contention so mani- 
festly unsound. Obviously, if an employer pays out an extra thousand 
dollars in wages, he increases the purchasing power of the employees 
to the extent of $1,000. But, just as obviously, he decreases his own 
purchasing power by $1,000. The net influence on the total is zero. 

If, by raising the price of labor, total purchasing power could be 
increased and prosperity induced, clearly the same principle woul 
apply to raising the prices of other goods. Grocers should increase 
their purchasing power by raising the prices of foods, clothiers, by 
raising the prices of clothing, and so on without limit. Moreover, if 
this principle were sound, it would be the height of folly to discuss 
raising minimum wage rates to $1.25 per hour. If Congress really has 
power to repeal the law of supply and demand and legislate prosperity, 
your committee is not doing its duty unless it recommends raising the 
minimum wage rate to at least $5 per hour. Why be niggardly 
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Clearly, no firm can afford to keep on its payroll any employee who 
fails to earn his pay. So, when Government advances wage rates, the 
employer who does not believe it feasible to raise his selling prices, 
has no option except to dismiss those marginal employees whose serv- 
ices to him are worth less than the new legal minimum wage. 

At this point, advocates of minimum wage legislation are likely to 
assert that, regardless of abstract arguments and statistical generaliza- 
tions, the fact remains that thousands of instances can be cited where 
minimum-wage laws have actually raised the wages of specific in- 
dividuals. This is undoubtedly true. Does this fact prove invalid the 
statement that minimum-wage laws do not actually raise wage levels, 
but merely cause unemployment. By no means. Let us see why not. 

[t is true that the demand for certain types of labor is very itialastic: 
When this is the case, an increase in wage rates may appear to produce 
little unemployment. Let us suppose, for example, that the wages 
of bakers are raised from $1 to $3 per hour, and that, as a result, the 
price of bread rises from 15 cents to 25 cents per loaf. In a country 
as prosperous as the United States, the probability is that bread con- 
sumption will not decline noticeably; hence few bakers will be dis- 
charged. Apparently, the minimum wage legislation has produced no 
employment. 

This conelusion is, however, entirely unjustified. Customers are 
spending a dime more for each loaf of bread purchased. Their in- 
comes have not been increased. Therefore, for every load of bread 
hought, they necessarily spend a dime less for something else, probably 
for some luxury. 

This decreased demand for luxury goods make it unnecessary to hire 
so many workers in those fields of production. Workers there lose 
their jobs. The law of supply and demand has not been circumvented. 
It has worked just as inexorably as ever. Legislating upward the 
wage rates of the bakers has caused unemployment, reduced the Na- 
tion’s production total, and made the Nation poorer. The unemploy- 
ment was not in the bakery line. 

As the law of supply and demand indicates, pushing up prices cuts 
down the physical volume of goods sold, and, with sales reduced, em- 
ployers can get along with fewer workers; so layoffs result. There- 
fore, the number of unemployed is increased, and more people are 
thrown upon the relief rolls, thus adding to the, burdens of the tax- 
payers. 

And who will the people be that are out of work and living at the 
expense of the public? Obviously the least efficient members of the 
Nation’s potential labor force, the very ones that the boosting of min- 
imum wage rates is supposed to benefit. If transforming self-sup- 
porting, self-respecting workers into paupers is the object of the pro- 
gram, it will promise great success. And Mr. Reuther’s $1.25 mini- 
mum will be even more promising than President Eisenhower’s 90- 
cent wage floor. 

All this illustrates the fact that trying to beat the law of supply 
and demand is a tough assignment, even for a powerful Congress. 
This economic law states that raising prices reduces the volume of 
sales, and this principle applies just as fully and just as certainly to 
labor as it does to anything else that is bought and sold. 
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Unfortunately, the laws of Nature make it impossible to increase 
the real national income by any means other than the arduous process 
of producing goods. Such financial legerdemain as minimum-wage 
legislation results only in unemployment, diminished total production 
and hence lower total real income. 

What any minimum wage really does is to determine what portion 
of the potential working force of the Nation is to be condemned to 
idleness, and converted into a burden to be borne by those at work. 
This is the prime result of all minimum wage enactments. There- 
fore, the real question before your committee for decision is what per- 
centage of our citizens you believe it desirable to pauperize. 

When our Nation was founded, it was dedicated to the principle of 
freedom. One of the freedoms most important to the average in- 
dividual is freedom of contract—the right to buy and sell on the most 
advantageous terms obtainable. Any law limiting a man’s right to 
dispose of his labor or to hire labor on such terms as he sees fit con- 
stitutes a serious infringement on his liberty. Minimum-wage laws 
are suited to Fascist states, not to liberty-loving America. 

Today, the nations of Europe furnish a clear demonstration of the 
pitiable results which follow the destruction of the economic freedom 
cf the individual. It is still true that “that government governs best 
which governs least.” European nations have regulated their people 
into destitution. Why do we wish to follow their example? 

An example illustrates that. My former secretary married a Ger- 
man manufacturer, and I have heard from him directly : “When they 
had all of the regulations of Hitler, with American regulations piled 
on top, German industry was so dead there was just nothing doing. 
Then when we got a new administrator in Germany—they repealed 
the regulations—it was just incredible how German industry jumped. 
Within 3 or 4 months it went from paralysis into real action, because 
they put economic freedom into practice.” What applies in Germany, 
of course, applies everywhere else. 

So in conclusion, I respectfully urge you to recommend repeal of all 
Federal wage-fixing laws now on the statute books, and the enactment 
of no new ones to take their places. Such action is desirable because: 

1. Minimum-wage laws injure consumers by making the goods that 
they buy unnecessarily scarce and dear. 

2. Minimum-wage laws injure the taxpayers by making them sup- 
port an army of persons who ought to be supporting themselves. 

3. Minimum-wage laws throw people out of work, pauperize them, 
destroy their self-respect, and make them miserable. 

4. Minimum-wage laws help to bring on depressions and thus to 
impoverish the Nation. 

5. And last but not least, minimum-wage laws take away from the 
individual] that liberty which our Nation was founded to protect. 

As I see it, your committee’s duty is to strive to safeguard the Amer- 
ican people against all of these evils. 

Chairman Barven. Are there any questions? 

Thank you, Doctor. 

Dr. Krxc. Thank you very much indeed, all of you, for listening 
to me. 

Chairman Barpen. We have had rather long hearings, but we have 
tried to give the people their say. 
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Dr. Kine. Thank you very much. 

Chairman Barpen. Thank you for coming. 

The hearings are closed. The committee will recess subject to the 
eall of the chairman. 

(The hearing adjourned at 2 p. m.) 


(The following letters and statements, received up to 5:30 p. m., 
July 1, are ineluded in the printed record pursuant to directions of the 
chairman :) 


STATEMENT OF Hon. JOHN FE. FoGarty, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF RHODE ISLAND 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
appear before you to urge your consideration of H. R. 4122, a bill which I have 
introduced in the House of Representatives providing for an increase in the 
minimum wage under the Fair Labor Standards Act to $1.25 per hour. I realize 
that the President has recommended an increase to 90 cents per hour and that the 
Senate has come out with a figure of $1. Despite these recommendations it is 
my confirmed opinion that an increase to $1.25 is entirely justified. 

In this regard, it might be well if all of us think long and hard on the declara- 
tion of policy contained in the present law. That declaration states that sub- 
standard labor conditions constitute an unfair method of competition in com- 
merce and cause commerce to be used to spread and perpetuate such labor condi- 
tions among the workers of the several States. The Congress enacted the Fair 
Labor Standards Act in 1938 with that principle as a basis. In my opinion, the 
Congress still has a responsibility to combat such unfair competition and to do 
what it can to eliminate snch labor conditions. I believe we can accept this 
‘esponsibility by writing legislation which will increase the minimum wage to 
a figure which, at least, has some semblance of reality with present day condi- 
tions. I submit that such a figure must be not less than $1.25 per hour. 
this figure will not produce a decent minimum living wage. 

As you know, my State of Rhode Island comprises an important segment of the 
entire New England econouy. New England and the State of Rhode Island 
have a very special and direct interest in the pending legislation. However, our 
concern in having the minimum wage increased is based on human and economic 
considerations which we feel should be common to all citizens and is, in no 
sense, a reflection of a sectional or regional special interest. 

Since I do not have the time to adequately discuss the very difficult issue as to 
the difference in the actual minimum wages as between one part of the country 
and another, let me urge that the committee give particular attention to the testi- 
mony filed by Dr. Seymour E. Harris, who previously appeared on behalf of the 
New England Governors’ Committee on Textiles. 

Dr. Harris very cautiously shows the existing competitive situation between 
certain industries, such as textiles in New England and the same industries in 
the South. His estimate of the wage differential is roughly 10 percent. That is, 
wages are lower by 10 percent in the South than in the North in the textile indus- 
try. Admittedly, this is a conservative estimate; but on the other hand, in my 
judgment, it is carefully documented. 

Clearly, action by the Congress to raise the minimum wage would have some 
useful effect in narrowing the gap in wage rates between those two sections of 
the country. I hope that no member of Congress is taken in by the rabid propa- 
gandists who cry that New Englanders want to drive textiles or other industries 
back North by enacting legislation to lessen cutthroat competition. Such is cer- 
tainly not the case. We do, however, insist on measures that will tend to create 
relative stability in the industries which continue to operate in New England. 

We, in New England, take the view that competition based on cutting labor 
costs and lower standards of living is ethically, socially, and economically short- 
sighted and is manifestly harmful to both those who suffer low wages and to 
those who are deprived of job opportunities and sound business by unfair 
competition. 

Right at this moment in two big textile centers just across the State line from 
where I live, some 10,000 cotton textile workers are on strike. This strike has 
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been in progress for the past 2 months. Let me say to you, gentlemen, that i¢ 
Congress had made greater haste in adopting needed minimum-wage legislation 
this strike would never have taken place. 

This group of cotton textile employers in New England are insisting that their 
employees take a 10-percent wage cut because of lower wages in the South. The 
unions argue that to accept such a cut would merely force still further wage 
reductions in the South which is an area where the unions are still weak, and 
as a result, the vicious spiral of cutthroat competition would get under way 
with all involved ending up by taking severe losses. 

And in this connection, gentlemen, let me remind you that we are not now 
discussing an industry which pays normal or average factory wages of $1.70 
or $1.80 per hour. Indeed the overall average in the textile industry, North 
and South, is still $1.37 per hour even taking into account those few sections of 
the industry that have better rates. 

This is not a case of protecting high wages. This is a case where low-wage 
workers are holding on desperately hoping that with the help of the Congress 
they will not be pushed back into the pit of dire poverty from which they pulled 
themselves less than a decade ago. 

My urgent and deep-felt plea to the committee and to all my fellow members 
of Congress is to act promptly to raise the minimum wage under the Fair Labor 
Standards Act to a realistic level which will tend to diminish regional competi- 
tion and which will add to the lagging purchasing power of the American people. 
I believe that my bill to increase the rate to $1.25 will do both. 


STATEMENT OF CHESTER ©C. THOMPSON, PRESIDENT, AMERICAN WATERWAYS 
OPERATORS, INC,, WASHINGTON, D. C. 


My name is Chester Thompson. I am president of the American Waterways 
Operators, Inc., a national association of domestic water carriers and operators 
serving the inland rivers, intracoastal canals and waterways, the bays, sounds 
und harbors of the United States. The association maintains its principal office 
at 1319 F Street NW., Washington, D. C. The members of the association con- 
stitute a substantial and important factor in the national transportation sys- 
tem and, as such, are an important element in the national-defense program. 

It has been my privilege to appear before committees of both the Senate and 
the House in previous Congresses when the questions presented by these bills 
were being considered. As a matter of fact the issue presented here—as to 
whether seamen should be included in the Fair Labor Standards Act—has been 
before the Congress frequently since the enactment of the original statute in 
1938, and every Congress that has pondered this question has decided not to in- 
clude seamen or vessel employees under this act. It is hoped that this com- 
mittee and, in turn, this Congress will follow the precedent established and give 
due consideration to the sound reasoning why these employees should not be cov- 
ered under the Fair Labor Standards Act. 

The members of this association are definitely opposed to the provisions of any 
of these bills which, if enacted into law, will make all vessel employees on the 
inland rivers and waterways, including bays, sounds and harbors, subject to the 
Fair Labor Standards Act of 1938. Basically it is believed that—as is the case 
in many general statutes which, of necessity, must be written to fit industry 
generally in the United States—these bills are not adaptable to the factual op- 
erating problems confronting the “inland vessel industry.” I feel that I can 
point out to the committee these practical difficulties. Further, it is axiomatic 
that the Congres not enact legislation without a purpose and, I believe, I can 
show that there would be no purpose in including seamen in the Fair Labor 
Standards Act of 1938, as amended. First, permit me to familiarize those of 
the committee who are not already familiar with the operating problems of the 
industry with the functional aspect of inland waterways transportation. 

By and large, the vessels operated by members of this association on the waters 
heretofore referred to are relatively small and, therefore, are limited in their 
carrying capacity insofar as vessel personnel is concerned. Furthermore, operat- 
ing conditions are variable within the industry. For example, many operators 
perform docking and undocking services; that is, they berth and assist in the 
departure of ocean liners such as the America and other large ships that ply our 
harbors. These operators generally crew their vessels in such a manner that they 
return to their base at the end of the day, and new crews take over if the vessel is 
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needed for further service. Other operators are strictly in the towing business. 
Here you find the problem of integrating operations involving short tows of 
hours’ duration, or perhaps a few days, with those that require weeks, such as a 
through movement from Brownsville, Tex., to the reaches of the upper Mississippi 
and Ohio Rivers. 

From an operational standpoint, it should be kept in mind that the industry, by 
and large, is classified as “small business” and has been so treated by numerous 
agencies of the Federal Government. The majority of the companies are family 
owned, generally growing out of some ancestor’s personal operation of an old- 
time tugboat. As such, they are not in a position to assume unnecessary bur- 
dens—even administrative burdens—that would be incurred by their inclusion in 
the present bills, regardless of the substantive provisions having to do with 
minimum wages and overtime. 

Along these same lines, I wish to call your attention to the fact that this pri- 
vately financed industry has made great forward strides, beginning with World 
War II to the present day. Practically the entire industry is now dieselized, 
either through repowering of old vessels or the construction of new modern ves- 
sels. I do not know of any instance where this has been done with Government 
aid. although the Government has benefited directly from this free American 
enterprise. These are all factors that should be kept in mind in connection with 
the issue here presented. 

Finally, I must emphasize that transportation in the United States is highly 
competitive, one form as against the other ; that is, the rails versus the water car- 
riers, versus the truck lines. The infant of these, of course, is the inland water- 
ways industry, as we know it today. It is the one that is struggling; it cannot 
carry any extra load, resulting from legislation or otherwise. 

Despite all of that, however, this industry has kept pace and, in most in- 
stances, outdistanced American business generally in improvement of conditions 
for its personnel. The vessels referred to now earry small but excellent accom- 
modations for the crew and they are provisioned in such a way as to supply food 
far above the standard. Last, but not least, they have granted increases since the 
time of the War Labor Board far in excess of industry generally, so that today 
vessel personnel in this industry is relatively higher paid than in other industries, 
all factors considered. 

The masters and pilots, chief engineers and assistants on the inland vessels 
today earn an average of more than $750 per month. The unskilled labor—that 
is the mess boys or mess girls who actually are waiters or waitresses, kitchen 
helpers and unskilled deckhands—earn on the average of $300 per month. In 
addition, these employees are all furnished food, lodging, and full subsistence, 
and they receive substantial other benefits in addition to their base pay. At 
present the average cost of providing subsistence is about $3 per day per em- 
ployee, and it continues to increase. 

Some criticism has been addressed concerning the alleged “long hours” worked 
by the employee on the vessels. Such criticism comes from those unfamiliar with 
the working conditions on such vessels. Due to the limited space available on 
these small vessels only two crews can be carried. They work what is known as 
a square watch, that is, 6 hours on duty and 6 hours off, or 12 hours per 
day, 7 days per week. However, most of the employees on the vessels—even 
during this 12-hour work period—are not working in the sense that a steel mill 
employee is working. Actually, they are standing by in case their services are 
needed or, as it is known in the industry, riding the fan tail up the scenic Mis- 
sissippi River. Thus, the apparent long hours are paperworking time rather 
than actual-working time. 

Over and above this, these employees are usually accorded at least 122 days 
off per year. They work 20 days and are off 10 days per month. Considering 
all conditions of the employment I have described, these jobs are really ideal 
and are much sought after by those interested in navigation and living in areas 
from which employees of the industry are drawn. Finding personnel to man 
these vessels today is no problem, and I am happy to say that large sections of 
American youth are eagerly seeking employment in the industry. 

This industry has shown itself to be an important transportation factor in 
wartime and in times of national emergency. During World War II, for examip'e, 
the industry mustered itself, set up industry committees, coordinated its opera- 
tion and moved huge quantities of essential materials such as petroleum, coal, 
sulfur, iron and steel, and scrap to the consuming inland points. 
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Prior to the war these points, particularly in the case of petroleum, had bee, 
served by oceangoing tankers moving via the east coast to refineries at northern 
points from whence the final product was distributed inland. As you gentlemey 
know, these tankers suffered many casualties because of enemy submarine actign 
and were withdrawn from service; they were also withdrawn because of offshore 
needs. In addition the industry floated down war vessels constructed on the 
Great Lakes to the open ocean, where they were put into operation against the 
enemy. 

In several of the bills now pending before this committee, the inclusion of 
seamen comes about as a result of section 9 therein which amends section 13 
of the present act. Section 13 of the present act, in subsection (a) (14) 
exempts “any employee employed as a seaman.” The amendment thereof by 
section 9 of the present bill is such that it eliminates subsection (a) (14). 
Therefore, by eliminating the exemption under subsection (a) (14), seamen 
are brought within the purview of the present bills. The problem stems from 
this amendment and it is recommended that subsection (a) (14) or a com- 
parable subsection be reinstated. 

Before leaving section 9 I want to point out one more difficulty that will arise 
if these suggestions are not accepted. Of necessity, these bills continue exemp- 
tion of any bona fide “executive, administrative or professional capacity earn- 
ing on a salary basis at the rate of $6,000 or more per annum.” Such provision 
automatically exempts all pilots, masters, master pilots, chief engineers and, 
in many instances, assistant chief engineers. This classification of personne! 
has uniformly been held by the court and has been treated by all statutes of 
Congress as executive or administrative personnel; all of these employees earn 
in excess of $6,000 a year. In fact, courts generally have held in the case of 
masters, pilots or master pilots, that they are the owners on board and fix 
liability in many cases on this basis. 

In view of the fact that the vessels are small, all personnel have a very close 
and intimate relationship; they live together and, for all intents and purposes, 
are excluded from the outside world for periods of sometimes 30 to 60 days. 
Naturally, as a result of this, each and every employee on the vessels knows the 
other employees’ earnings. Furthermore, by individual bargaining or by bar- 
gaining between the unions and the companies, the earnings of the executive 
and administrative personnel have always been directly related to those in other 
capacities, commonly known as unlicensed personnel. Such a bill, if enacted, 
would disturb this relationship and bring about a general upheaval of historically 
well defined intraindustry relationships. 

While all vessel personnel have fixed hours, nevertheless they are subject to 
the captain’s orders at times of emergency, whether they are asleep in their 
bunks, partaking of a meal, or actually on duty. In short, the captain of a 
vessel, even on the inland waterways, is king. When in his judgment the vessel, 
its cargo or, in our case, the tow is in danger, he can muster the entire crew to 
quarters for the duration of the emergency, be it for an hour, a day or a week. 
Under such circumstances, this provision would cause nothing but turmoil. 

In section 3 of these bills, subsection (m) contains a proviso concerning board, 
lodging and other facilities which will also bring about confusion that does 
not now exist. In the event this legislation should pass, it could possibly result 
to the detriment of the employee, which is not desired by the employer and 
surely would not be the wish of the union. I have reference to the fact that 
the enactment of a bill of this nature might, of necessity, force the companies to 
cease and desist from providing food and establish on their vessels a cafeteria 
system where the employees could purchase their meals. If this were necessitated, 
it should be obvious to all that in the fianl analysis, inclusion of seamen woul 
result in a reduction rather than an increase of take-home pay or of any other 
benefits. 

If this legislation were to pass, the impact on the industry would be such 
that if it did not entirely eliminate water transportation on the rivers, it would 
curtail it to an extreme extent or reduce it to operation by a few large companies 
that could absorb the extra cost. Under the maximum hours provisions of these 
bills, extra costs would have to be incurred, due to operation conditions described 
above which result from the small space available to the companies for crews 
quarters on the modern-day vessel. 

Therefore, gentlemen, I sincerely recommend that the bills before you be not 
passed in such a form as to include seamen therein. 
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STATEMENT SUBMITTED ON BEHALF OF AMERICAN FEDERATION OF TEACHERS, 
NATIONAL COUNCIL OF JEWISH WOMEN, UNITED CHURCH WOMEN, AND YOUNG 
WoMEN’s CHRISTIAN ASSOCIATION 


Our reason for urging that higher standards be incorporated in the Fair Labor 
Standards Act grows out of our concern for the welfare of the American family, 
and our conviction that not only families, but the entire economic and social 
community benefit from the payment of adequate wages to the mass of our 
workers. .We recommend, therefore, that the Fair Labor Standards Act be 
amended in the following respects : 

1. The present minimum wage of 75 cents be substantially increased ; and 
2. The industry wage board machinery which was deleted from the act 
in 1949 be restored. 

1. Our organizations do not feel in a position to specify the exact amount by 
which the present minimum wage should be increased. We believe, however, 
that the 75-cent minimum was too low when it was adopted in 1949 to provide, 
even at that time, an adequate living for an American workingman and his family. 
In fact, a Bureau of Labor Statistics survey of consumer expenditures in 1950 
shows that the average urban family with $1,500 income a year (the amount 
yielded by the current minimum of 75 cents an hour for 2,000 hours of work 
per year) spent $174 more than it earned. 

To raise the minimum wage by the amount of the increase in the cost of living 
since 1949, which would be reflected approximately in a 90-cent hourly minimum 
or $1,800 a year, would do nothing to relieve the economic plight of the families 
whose earnings remain at the minimum level. We believe that any legal mini- 
mum wage adopted by the Congress should be enough to permit the workers at 
the bottom of the scale, as well as others, to share in the enormous increased 
production and prosperity of our country, enough to raise their standard of living, 
not to freeze it at a substandard level. Whether that wage should be $1.10 
or $1.15 or $1.25 an hour we are not in a position to say. 

2. Because it is difficult through congressional action to maintain a legal 
minimum-wage level consistent with rapidly changing economic conditions, we 
recommend that the machinery for adjusting minimum wages through industry 
boards be restored to the Fair Labor Standards Act. This procedure which was 
provided for in the original act and removed in 1949 would permit not only 
the ready adjustment of wages with economic changes, but would provide more 
flexibility, permitting the setting of higher minimums for certain industries that 
can afford to pay them. than would be appropriate for other occupational areas. 

We want to thank you for giving us the opportunity to express our views con- 
cerning amending the Fair Labor Standards Act and to express the hope that 
measures to raise the standards of the act will receive the favorable considera- 
tion of the committee, 


STATEMENT OF ELIZABETH WICKENDEN, CONSULTANT, AMERICAN ASSOCIATION 
or SociaL WoRKERS 


The American Association of Social Workers favors immediate amendment of 
the Fair Labor Standards Act to increase the minimum wage to $1.25 an hour. 

Social workers are well aware that a sound economic base for the country as 
a whole and an adequate income for each family are fundamental prerequisites 
to all other welfare concerns. As early as 1910 social workers like Jane Addams 
and Florence Kelley were in the forefront of the crusade for State minimum- 
wage legislation because they saw that only by lifting the lower-wage leveis 
could the misery that lay close to the doors of their settlement houses and other 
welfare agencies be alleviated. 

Since that time we have come a long way both in terms of our overall national 
prosperity and the adequacy of our welfare legislation. Today we protect people 
in a wide variety of ways against the economic and social hazards of our highly 
industrialized, interdependent way of life. But fundamentally the basic prob- 
lem remains the same: how best to use our vast productive potential to assure 
a decent life to every American family. Obviously for most people in our econ- 
omy the level of their wages constitutes the first line of defense against poverty 
and all its attendant ills. What we do to meet their needs by social measures 
is of necessity secondary to and, in fact, dependent upon that income level. 
Minimum wage is, therefore, important not only as a means of reducing the 
need for social-welfare measures but also as a basic underpinning for the eco- 
nomic health that assures their availability when they are needed. 
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We Americans are incredibly fortunate that production and produce 
not problems for us as they are for the rest of the world. ¥ 
the earliest minimum-wage laws were enacted our total national output has 
more than tripled, The average productivity of our workers is estimated to 
rise at the rate of 3.7 percent a year. For the first time in the history Ape 
struggling human race we in this country are faced with the challenge of hay; : 
the means to abolish poverty with its large brood of subsequent social om 
But if we are to succeed in this we must find the means to distribute this " 
panding product in a way that not only meets the needs of all our people se 
gives them the purchasing power to keep the productive base functioning be 
growing. Realistic minimum-wage legislation that reflects this rising national 
income and productivity is a major means to this end. 

Despite our great progress many people in this country are still receiving 
wages that are commensurate neither with our American standards of what 
constitutes a good and decent life nor with our productive potential, Social 
workers are, by the very nature of their jobs, in a strategic position to see the 
end results of these substandard wages in terms of individual suffering and 
frustration, hardships to children, family breakdown, social dislocation, ang 
increasing welfare burdens for the taxpayers. Very briefly we would like to 
highlight a few of the more widespread and obvious of these: 

1. The low-wage earner lives precariously balanced on the ragged edge of 
self-support. The least disturbance of this balance throws him and his family 
into economic destitution and dependency upon public welfare aid. It is he who 
has no margin of protection to cover illness, temporary unemployment or under- 
employment, or any other of the economic and social hazards of modern life. 
In this sense the taxpaying public is called upon to underwrite the employer 
who pays substandard wages. 

2. Substandard wages place a heavy burden on family life. Families are un- 
able to provide their children with the basic necessities for healthy growth, 
especially such essentials as health and dental care. Mothers in such families 
are often driven to work to supplement an inadequate family income, thus de- 
priving children of needed care. Desertions by an overburdened father, how- 
ever unfortunate, are increasingly frequent. Slum living conditions are perpet- 
uated by the low rentals such families can pay. Many children are driven to 
delinquency by the shame and hopelessness of the environment in which they 
live. 

8. Substandard wages place a heavy burden on community life. A community 
which bases its ‘existence on such wages has neither prosperous citizens nor the 
economic potential to furnish them with needed community services, public and 
voluntary. A poverty-stricken community compounds the social handicap of 
its poverty-stricken citizens. 

4. Substandard wages serve to perpetuate the problems of disadvantaged 
minorities and other workers outside the-inner circle of the labor market. It 
is these workers, whose economic bargaining power is lowest, who most need 
the protection of public law to raise them to adequate minimum standards. 
Average wages of Negroes in this country are still only approximately one-half 
those of white workers. Social workers are concerned with the vicious circle 
of racial discrimination in which low earnings mean low living standards and 
low living standards, in turn, inadequate preparation for full participation in 
community life. Likewise the woman worker, the older worker, the young in- 
experienced worker, and the handicapped worker find themselves doubly handi- 
capped by low bargaining power combined with greater need. 

5. Social workers recognize that a certain measure of economic and popula- 
tion mobility in the direction of greater opportunity is necessary to a high pro- 
ductive level in national life. But present unrealistic minimum-wage levels 
foster a type of economic movement in search for cheap labor which is socially 
disruptive and economically unjustified. Movement of industry seeking lower 
wage levels contributes nothing to the economic growth of the country, destroys 
a vast community investment in the deserted areas, and works untold hardship 
on the individual worker and his family left behind. 

It seems ironical that in every area of widespread social need here described 
the public—through social agencies and programs, both public and private—'s 
asked to pay the cost of remedying the personal and social tragedies to which 
low wages have contributed. It would seem to us far more sensible to use the 
instrumentality of Government to prevent these situations before they occur 
and we strongly urge realistic minimum wage legislation to this end. 


tivity are 
In the period Since 
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Monror, La., June 30, 1955. 
FreD G. HUSSEY, — 
Chief Clerk, United States House Education and Labor Committee, 
United States House Office Building, Washington, D. C.: 


Many thanks for your telegram of June 29 advising that any statement that 
we desire to submit for the records of hearings concerning proposed amendments 
to the minimum-wage law must be received in committee by today, June 30, and 
we ask and shall greatly appreciate your submitting for the record of hearing 
the following : 

“Mr. Chairman and members of the United States House Education and Labor 
Committee, we ask that you please accept our sincere thanks for the opportunity 
to present for your records of hearings this statement opposing any increase in 
the minimum hourly rate of pay above 80 cents per hour with overtime provi- 
sions after 40 hours each week. Small automotive parts wholesalers, such as 
ourselves, who, of course, are already subject to the provisions of the Fair Labor 
Act of 1938 are small distribution business of limited capital who must operate at 
least 4644 hours per week with 61% hours overtime pay to our male employees in 
order to be able to serve our trade. Actually in practice, we are affording our 
male employees a guaranteed annual wage and a guaranteed minimum overtime 
pay of 64% hours per week at present. 

“Any increase to an amount in excess of 80 cents per hour will have serious 
adverse effects on the small automotive parts wholesaler employing only 38 people 
such as our firm does. We would be forced to require an inexperienced beginner 
delivery boy to observe shorter hours than the older and more experienced ship- 
ping clerk and order clerk in whose department he works and this forced dis- 
crimination among our employees does not seem right to us. Our experienced 
higher paid employees will resent the narrowing of the spread in the hourly 
pay between their pay and that of the inexperienced beginner which situation 
we would not be able to avoid because we could not stay in business and operate 
profitably if we maintained our present spread in pay rates for all of our em- 
ployees for the 4644 hours it is necessary for us to operate each week.” 

Again we thank you. 

Respectfully, 


Moror Suppry Co., Inc., 
Guy CAMBPELL, President. 


NAUGATUCK CHAMBER OF COMMERCE, 
Naugatuck, Conn., April 13, 1955. 
Hon. JAMES T. PATTERSON, 
House Office Building, Washington, D.C. 


DEAR Jim: This letter is being written to give you the opinion of our retail 
division in regard to the proposed elimination of the retail exemption from the 
Fair Labor Standards Act. 

We are definitely opposed to the inclusion of retailing under this act because 
we feel that retailing is of a local character and should not be subject to Federal 
control. We favor the principle of States rights and don’t believe that the Fed- 
eral Government should undertake to do anything which the States can do them- 
selves. The Fair Labor Standards Act was originally established to function in 
the field of interstate commerce, and we believe that any change in the act should 
not violate this principle. 

I want to point out also, in view of your remarks recently at a luncheon in 
Waterbury, that letters had been written to you by many of our merchants prior 
to that meeting expressing their feelings on this legislation. We have always 
been of the opinion that letters from individuals expressing personal views were 
preferred by our representatives in Washington and Hartford, otherwise this 
communication would have been sent to you several weeks ago. 

We feel that any regulation of retail trade not in interstate commerce should 
be debated and decided by the individual States, and we sincerely trust therefore 
that you will work for the retention of the retail exemption in the Fair Labor 
Standards Act. 

Sincerely yours, 


SIDNEY WEISS, 
Chairman, Retail Division. 
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Riverside, Calif., April 22, 1955. 
Representative JOHN PHILLIPS, 
House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE PHILLIPS: As a member of the National Retail Furniture 
Association, a member of the Furniture Retailer’s Association (for southern 
California), and the owner of a local retail furniture store I wish to make known 
my opposition to the proposed legislation amending the Fair Labor Standards 
Act. 

Originally and principally the Fair Labor Standards Act was established to 
equalize labor cost in manufacturing industries competing nationally or region- 
ally. The retailing done by us is definitely a local activity, and it seems totaljy 
unnecessary to burden us with this legislation. The public would not benefit jy 
any way from this, as a matter of fact our expenses would be increased a great 
deal and may influence necessary price increases to our customers. 

Please help us out on this issue. 

Very truly yours, 


JOHN J. Hurrmay, 


PROBLEMS OF THE CALIFORNIA AND ARIZONA CITRUS GROWERS IN RELATION ‘10 
Proposep AMENDMENTS TO THE Farr Lazpor STANDARDS AcT or 1938 Susmrrrep 
BY AGRICULTURAL PropucERS LABOR COMMITTEE, LOS ANGELES, CALIF, 


The Agricultural Producers Labor Committee (hereinafter called APLC) 
is a nonprofit agricultural cooperative, organized under the laws of California, 
for the purpose of representing numerous citrus growers and ccoperative non- 
profit citrus packing associations throughout California and Arizona. The mem- 
bership of the packing associations consists of the citrus grove owners whose 
fruits they harvest and pack. 

None of the associations either ship or market citrus fruits. Their operations 
are confined to harvesting, washing, grading and packing oranges and lemons 
for the member growers. The member growers receive the net return from the 
sales price to the shipper or marketing concern, after deducting the packing 
associations’ expenses for harvesting, washing, grading, and packing the fruit. 
Therefore, APLC is primarily concerned with an adequate net return to the 
citrus farmer or grove owner. 

On behalf of its many members and the hundreds of citrus growers whom it 
represents through the many cooperatives, APLC presents herein its total opposi- 
tion to the proposed amendments to the Fair Labor Standards Act of 1938. In 
particular, we oppose the proposed wage increase from 75 cents to 90 cents per 
hour, and elimination or modification of any of the following exemptions: 

Section 13 (a) (6): Total exemption for farm or grove work; 

Section 138 (a) (10): The “area of production” exemption for employees 
handling or packing fresh fruits and vegetables ; 

Section 7 (b) (3): The 14-week partial exemption covering employees in the 
fresh fruit and vegetable industry ; and 

Section 7 (c): The 14-week total exemption covering employees in the fresh 
fruit and vegetable industry. 


THE PROPOSED WAGE INCREASE 


The employees in the citrus packing houses are subject to the Federal minimum 
wage law. Therefore, the proposed increase from 75 cents to 90 cents per hour is 
a matter of extreme concern to the member growers. 

The 15 cent differential could easily be the determining factor in not only 
forcing innumerable individual growers out of the industry, but in forcing an 
exceeding large segment of citrus producing land out of production permanently. 
Such a result would be detrimental to the consuming public because of increased 
citrus prices caused by reduced supply, and loss of jobs to hundreds of citrus 
packinghouse workers. 

The likelihood of such results is very real because of several factors peculiar 
to the citrus industry in California. A major portion of the California crop is 
sold on the eastern market. The freight charge for cross-country shipment de- 
tracts substantially from the return otherwise available to the grower. Tie 
prices are highly competitive and constantly changing in the eastern market. 
Under such circumstances a very substantial portion of the California growers 





AMENDMENT TO INCREASE THE MINIMUM WAGE 1173 


have for years been operating on a highly marginal basis. This has been true 
to such an extent in recent years that literally hundreds of groves have been 
eliminated in favor of more advantageous use of the land. Rising costs resulting 
from a wage increase such as that proposed is certain to speed the proress of 
elimination of agricultural production of a commodity vital to the consuming 
blic. 

mv second diversionary result is also certain to flow from such increasing labor 
costs. Rather than suffer a nomiral return or an actual loss on the processing 
of fresh fruit, the average and below average grower will be forced to keep his 
fruit out of fresh fruit channels and divert it to juice plants for processing into 
frozen citrus juices. Five percent or less of the employees required in a citrus 
packinghouse can process the same quantity of fruit in a juice plant. Here again 
poth the consuming public and the employees are the losers. The increased costs 
leave the grower no choice in the matter. 


THE 7 (B) (3) AND 7 (C) EXEMPTIONS 


The Congress in including the 7 (b) (3) and the 7 (c) exemptions in the orig- 
inal act did so because of the recognized necessity of prompt and immediate 
harvesting and processing of perishable commodities. We all know that this 
basic reason has not changed and will not change. 

Perhaps 90 percent or more of the season’s crop of citrus fruit is handled 
during the 14-week exempt periods. Such quantities could not be handled on 
the basis of a 40-hour week because the spoilage would be prohibitive. 

When the fruit reaches the proper state of maturity, it must be harvested and 
processed, and quickly. The time for harvesting varies from year to year de- 
pending on the climatic conditions for the year and their effect upon the maturity 
of the fruit. If the fruit is picked too soon, its flavor and quality are adversely 
affected. If it is harvested too late, much spoilage is incurred by reason of 
bruises on ripe fruit fallen from the trees. Once the fruit has been harvested, 
it must be rapidly processed. Slight delay, especially in the warm California 
climate, means quick spoilage. 

Therefore, harvesting and processing require long hours of work during a 
relatively short period of time. Congress has recognized this necessity in pro- 
viding for the 14-week exemptions. The loss of such exemptions would mean 
that the growets would be required to pay time and one-half the base rate of pay 
for the greater part of the employment involved in processing the fruit. Such 
rates would be prohibitive, and would seriously jeopardize the continued existence 
of citrus fresh fruit industry. 

The burden of such increased costs would be imposed entirely upon the grower. 
Neither the facilities nor the labor supply are adequate to handle a crop on the 
basis of a 40-hour week. 

In view of the present economic status of the grower, the elimination of the 
exemptions is certain to cause industry diversions by (1) converting the land 
for use other than the production of citrus; and (2) diverting the citrus from 
fresh fruit to fruit juice channels. Such a change would be to the detrinient of 
both the consuming public and the packinghouse employee. 


THE 13 (A) (6) EXEMPTION 


The Congress has recognized that on-the-farm laborers should be exempt from 
minimum wage laws. Extensive hearings have been held on the subject. The 
reasons for the exemptions were sound at the inception of such laws, and are 
no less sound today. 

To eliminate the agricultural exemption, is to attempt to place the farm 
worker in the same regulated category as the factory or industrial worker. This 
the contrasting conditions will not permit. The diverse conditions of the two 
types of workers are many, including the following: (1) Regularity of period of 
employment versus irregularity; (2) regularity of hours of employment versus 
irregularity ; (3) cash versus diverse mediums of pay; (4) practical versus im- 
practical means of time and record keeping; (5) labor cost assumed by farmer 
versus consumer; (6) family employees versus regular employees; (7) minors 
and elderly employees versus regular employees ; and (8) current financial means. 

The industrial worker is usually employed regularly 40 hours a week plus 
overtime. This continues throughout the year except in the case of seasonal 
industries or unusual stoppages. The worker knows he has a job to do and the 
employer knows there is work to be done. This is not so, however, with the 
farmworker. Several months of the year he cannot work because of inclement 





1174 AMENDMENT TO INCREASE THE MINIMUM WAGE 


weather. Several more months of the year there is no work because it jg 
neither time to plant, cultivate, prune, or harvest. There may be odd jobs for 
the owner or for one employee, but not for employees as a whole. There may 
be chores which take 1 hour, more or less, each day for 1 man throughout the 
year. Housing and feeding may be part of the compensation. If a minimum 
wage is ordered for the 1 or more hours of work, should not the housing anq 
feeding charges be adjusted accordingly? Work may be interrupted for an hour 
or a day because of inclement weather. Must the farmer pay a minimum hourly 
wage for all such nonproductive time? : 

We submit that the average farmer cannot bear such financial burdens. |) 
the face of such minimum wage and overtime pay laws, the average farmer wi|| 
be compelled to do as much as he can through the efforts of himself and his family 
(assuming they are exempt from such wage laws), and allow the remainder of 
the land to remain unproductive. Such a condition would contribute to decrease 
supply and higher costs to the consuming public, and considerably less farm 
employment. 

The irregularity and uncertainty of the hours of farmwork make timekeeping 
a great burden on the average farmer. He does not usually have sufficient 
earnings or capital to employ payroll personnel or facilities. He cannot ordi- 
narily do both the farmwork and the bookwork, too. Workers may start or stop 
at different hours for their own convenience or for various other reasons. Such 
permissible variations often result in greatet worker efficiency and frequently 
in a more stable labor supply. But the payroll recordkeeping on such employ- 
ment under a minimum, wage and overtime pay law would be a full-time job for 
a clerk on even a small farm operation. The average farmer cannot withstand 
such additional financial burdens and is likely to be foreed entirely out of 
farming. 

The minimum wage would preclude the farmer from utilizing the services of 
persons not physically capable of doing the work of the experienced and quali- 
fied employee. For example, there is light work which can be done by an elderly 
person at a leisurely pace. Both the farmer and the elderly or handicapped 
benefit from such employment. But the farmer could not bear the expense of 
such half-productive labor under a minimum-wage law. Similarly, there are 
many light, outdoor jobs which inexperienced minors can perform in connection 
with farmwork—especially in harvesting certain crops. This type of labor would 
not be sufficiently efficient and productive to warrant use under a minimum-wage 
law. The discontinuing of such employment would result in unemployment for 
many youths of school age. 

The average farmer, who operates on a marginal return even when disregard- 
ing a labor charge for his own services (which usually constitutes the bulk of the 
labor), cannot withstand the additional financial burdens which would result from 
additional labor expense plus added bookkeeping or payroll expense. 

The Agricultural Producers Labor Committee deeply appreciates this oppor- 
tunity to present the views of the orange and lemon growers to the subcommittee 
on the effect of the proposed amendments to the Fair Labor Standards Act of 
1938. : 


GARDNER-DENVER Co., 
Quincy, I11., March 457955. 
Hon. Sip SIMPSON, 
House Office Building, Washington, D. C. 


Dear Srr: Our attention has been directed to Senate bill No. 662 introduced by 
Senator Lehman, and others, to amend rather drastically the Fair Labor Stand- 
ards Act of 1938, as amended, generally referred to as the Wage and Hour Act. 
Proposed amendments if passed by Congress would create undue hardship, in 
cluding severe penalties and restrictions, to those employers now covered by 
the act. It would also place under the act a large number of new employees 
and employers, not now subject to its provisions, and whose coverage is question- 
able under the intent and purpose of the act. 

Provisions of the proposed bill presenting these radical changes are rather 
numerous and they include, as an example, the raising of the present minimum 
wage from $0.75 per hour to $1.25. The proposed minimum wage is substan- 
tially higher than the $0.90 level proposed by the present administration, and 
which we believe to be more nearly in conformity with the ability of a large 
number of employers throughout the country to meet. The minimum level in a 
major portion of industry, nationally, is slightly higher than the proposed maxi- 
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num level of $1.25. Our larger industries, however, fail to include the inde- 
pendent employer and those industries not of national range, but vital to our 
-ontinned growth and development, which would find it both difficult and impos- 
sible to meet the proposed level of $1.25. There are areas nationwise in which 
the economical problems would be seriously disturbed by the proposed $1.25. We 
respectfully ask your support of the administration’s $0.90 level. We approve 
the use of negotiations between the employer and the employee in raising wages 
in lieu of congressional legislation. 

Another provision of the proposed bill would place under the act a large number 
of employers who are engaged in industries not participating in interstate com- 
merce. The bill so’ drafted would include those employees in industry not 
“affecting commerce.” This in itself is an all-inclusive phrase and would un- 
questionably be administered in rather broad terms and would actually include 
employees whose participation in commerce is negative. 

The present Wage and Hour Act carries certain provisions exempting execu- 
tive, administrative, and professional employees from overtime, based primarily 
upon the class of work performed and the salary received. The latter being $55 
per week for certain executive and $75 per week for administrative and profes- 
sional employees. The proposed bill would increase the minimum salary to 
$6,000 per year, and, in doing so, it would place under the time and one-half 
provisions humerous junior executives and professional groups including those 
who have not as yet reached the top of their grade, whose duties and capabilities 
are higher than those of the average employee but below those of the top execu- 
tive or professional. It is from this junior class of employees that industry selects 
and trains its managerial material. Certainly the matter of time and one-half 
beyond the 8-hour period is of little consequence to the junior executive or the 
junior professional; his incentive is more concerned with responsibility of man- 
agement and the development of his own future. In connection with this limi- 
tation, the Secretary of Labor would be granted power to make, in his own right, 
other restrictions not defined and which may or may not be in conformity with 
the established and recognized policies of industry. 

Also, this proposed bill would grant to the Secretary of Labor the right to sue 
for back wages without the consent of the employee. The present act requires 
the employee’s consent prior to any suit for back wages. This difference, we 
feel, is an encroachment: upon the rights and privileges of the individual as a 
citizen of the United States. The bill further permits the increase of the effective 
period under the statute of limitations from 2 to 6 years. You will recall the 
confusion and uncertainty caused by the Portal to Portal case some years ago. 
It was based upon retroactivity under the statute of limitations for a questionable 
period of time. The decision finally came from the courts whereupon the maxi- 
mum period under the statute of limitations was limited to 2 years. In view of 
the controversial problems that arose during that case, we feel that the decision 
of the courts should be recognized and continued. Furthermore, these additional 
powers and rights are contrary to our accepted and desired theories under the 
rights of a democracy, and, even more alarming, is the provision that imprison- 
ment is permitted for the first offense. 

A further provision of the proposed bill would bring under the coverage of the 
Wage and Hour Act a large class of new workers, such as public telephone ex- 
change switchboard operators, taxicab drivers, and those employees within retail 
chain stores having more than four outlets and doing over one-half million dollars 
business per year, All this is based upon the theory that employees would be 
covered whether engaged in interstate commerce or not. Such a proposition 
destroys one of the fundamental principles of the act, that of permitting the 
separate States to control and regulate industry within their own boundaries, a 
basic principle supported and sponsored by the present administration. 

Believing that this bill as introduced by Senator Lehman, and others, embraces 
certain policies that are both detrimental and destructive to our system of free 
enterprise, we respectfully ask that careful review of this proposed legislation be 
made by you, bearing in mind the provisions which we have heretofore discussed. 

Yours very truly, 
B. P. SPANN, Vice President. 
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STATEMENT BY Morris PIzeER, PRESIDENT, UNITED FURNITURE Workers 


The United Furniture Workers of America, CIO, strongly urges that the Fair 
Labor Standards Act be amended to provide a statutory minimum wage of 
$1.25 an hour. 

According to Government sources, more than 40 percent of the productioy 
workers in the furniture industry now receive less than $1.25 an hour and more 
than 20 percent of them now receive less than $1 an hour. These workers, em. 
ployed in one of the Nation’s largest consumer-goods industries, are making , 
substantial contribution to the high production that maintains our country’s 
greatness, but they are not able, at present wage rates, to make a comparable 
contribution as consumers. These tens of thousands of workers simply do not 
have the purchasing power to maintain an American standard of living, and, 
considering that this is not the only industry in which this is true, the lack of ay 
adequate minimum wage is a serious threat to economic stability. 

Continuation of the present minimum wage—or the enactment of an inadequate 
increase—also means continuation of the unsound and unfair advantage now 
possessed by the employers of the 2 out of every 5 furniture workers—and of 
large proportions of the workers in some other industries—who exploit their 
low-wage advantage to undermine the competitive position of decent employers, 
A minimum wage of $1.25 an hour would go far toward securing the end of the 
economic civil war now raging in important segments of American industry and 
would help to ensure that the advantages of free and fair competition would 
accrue to employers who apply or utilize superior managerial skills and not to 
those employers willing, if they can get away with it, to sweat and underpay 
their employees. 

There is no reason why the Congress should help such rapacious employers 
to maintain their privileged position—especially considering that it is financed 
by a sort of tax on the earnings of their workers. This special-interest sub- 
sidy should be cut drastically by enactment of a minimum wage of $1.25 an 
hour now and by regular review of the level at which the minimum wage should 
be set in the future. 


STATEMENT OF THE AMERICAN STAMP DEALERS’ ASSOCIATION, INc. 


The existence of America’s No. 1 hobby is in danger. This memorandum is 
filed on behalf of the hobby known as stamp collection or philately. It is the 
opinion of the association that many persons, particularly those engaged in the 
preparation of packets for approvals, will be thrown out of work; The hobby 
will not longer be available to thousands of children and adults who now derive 
education and pleasure therefrom, and the hobby itself which now is encouraged 
by educators, civic and patriotic organizations, may ultimately be destroyed. 

Postage stamp collecting has more devotees than any other recreation in the 
world. While bringing pleasure to countless millions, it carries with it historical, 
geographical, and artistic training, plus rehabilitation values of inestimable 
worth. 

The steady growth and maintenance of this hobby is in large part due to the 
planning and selection of those who derive a living therefrom—the stamp dealers 
or merchants and their affiliates, the publishers of philatelic catalogues, albums 
and periodicals. The large majority of these men seriously atempt, through 
public stamp exhibitions, broadcasts, assistance to children’s school stamp clubs, 
boy scout groups, and similar organizations, to provide an ever increasing 
source of beginner stamp collectors. At the same time, through new issue serv- 
ices, private sales and auctions, they maintain the interest of the collector and 
philatelic student, i. e., the philatelist. 

There are roughly, 6,000 postage stamp dealers in the United States, of which 
an estimated 5,000 specialize in “approval selections” of cheap stamps for 
juveniles and beginners. The 6,000 dealers referred to mean those who are full- 
time dealers and recognized as such by the American Stamp Dealers’ Association. 
These do not include several thousand others, who mail out selections from their 
homes. and use the approval business as a part-time source of income. This 
segment of the approval side of philately in the United States employs over 
100,000 girls and women. It is on behalf of these “approval dealers” that the 
American Stamp Dealers’ Association, Inc., files this memorandum. 

The American Stamp Dealers’ Association, Inc., is the only recognized national 
trade association of stamp dealers in the United States. It has been actively in 
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existence for over 30 years, during which time it has been in constant and close 
cooperation with the United States Treasury Department, Secret Service Section, 
the United States Department of Justice, Federal Bureau of Investigation, and 


the United States Post Office Department, in matters relating to the sale of 


illegal stamps, censorship during wartime, prosecution of frauds and forgeries, 
and final consultation on the philatelic and propaganda values of our own postal 
issues. It has 11 chapters representing every section of the United States, 
with its main office in the Stamp Center Building at 116 Nassau Street, New 
York City. It represents every phase of professional philately, the approval 
jealers, the stamp auctioneers, the new-issue dealers, the department store 
jealers, the wholesalers, and the philatelic publishers. 


THE APPROVAL DEALER 


Since the approval dealer merchandises the inexpensive stamps, ranging 
roughly from a fraction of a cent to 10 cents, he naturally does the greater 
volume of business. It is estimated that 85 percent of the dealers are in this 
class. 

As a result of these remarks your committee may believe that the merchandis- 
ing of postage stamps for collections is a “penny ante business.” This is far from 
a correct assumption. Please note these figures, as taken from Everybody’s 
Guide to Stamp Investment, published by Hermitage House in 1952, and edited 
by Joseph E. Granville, on pages 20 and 21: 

Fifteen million stamp collectors in the United States 

Annual sales in excess of $100 million 

One thousand adult stamp clubs 

One hundred and twenty-five children’s stamp clubs in New York City 
schools alone 

A survey by the National Federation of Stamp Clubs, in conjunction with the 
United States Post Office Department, conducted in 1942, indicated that juniors, 
under the age of 20 years, alone spent an average of $31.40 per year, or a total 
of $887,238.40 annually. 

The philatelist and the advanced collector of today, almost without exception, 
started with the approvals or purchases of small packets, so that while we talk 
about an 85 percent segment of the industry, we are talking about the life blood 
of the industry. 

To raise the minimum wage standards for the type of people engaged in the 
preparation and distribution of these cheap approval stamps would make the 
price of these approvals necessarily so high as to make them largely unavailable 
to the children—and those of limited means—the potential of the big buyer of 
the future. To understand this, let us clarify the method of operation of the 
approval dealer. 

On the next page, marked “Exhibit A” there are some seven cellophane en- 
velopes, containing stamps. Each of these packets is numbered in the upper 
left-hand corner. As indicated by the invoice, also appearing on this page, these 
are sent for examination and approval with a request that they be returned 
in the stamped envelope which is also attached, except for those envelopes they 
wish to purchase, for which they pay the appropriate price, or buy the whole lot, 
including a nonphilatelic item of Austrian money, for a total of $2. These are 
put out by the world’s largest stamp approval dealer, H. E. Harris & Co. of 
Boston, who writes that— 

“The average purchase from this (a $2 selection) is slightly less than 50 
cents. In other words, for every hundred selections sent out we receive an 
average of $50 in cash, plus $150 in returned merchandise, which has to be 
checked, processed and sent out all over again. Due to present operating costs 
this type of business is already marginal. The largest single element of expense 
is in labor.” 

Virtually all of the preparation of these stamps is done by girls and women. 
It is a most elemental type of desk or table work. It is simply the sorting and 
collating of foreign postage stamps. The work is done mostly by married women, 
whose husbands are fully employed, and who are using this pleasant, easy work 
to augment their family income. Much of it can be done in the home or on a 
part-time basis. The given figure of 100,000 women and girls so employed is a 
very conservative one. Mr. Harry L. Lindquist, president of the National Feder- 
ation of Stamp Clubs, which conducts national surveys on every conceivable 
phase of philately, has expressed his belief, as a result of these surveys, that 
there are over 200,000 women and girls employed in the approval stamp business. 





1178 AMENDMENT TO INCREASE THE MINIMUM WAGE 


This is conceivable when one understands the tremendous demand there ig fo, 
cheap stamps. Not alone do these approval dealers send out these Stamps to 
collectors for their acceptance or rejection, but they supply stamps as preminm, 
for radio, television, and advertising programs. 

When Captain Tim Healy conducted the Stamp Club of the Air over Station 
WJZ, for Procter & Gamble, he offered cheap packets of stamps in exchange fo, 
guest size Ivory Soap wrappers. The demand for postage stamps in exchange 
for soap wrappers became so overwhelming that the source of supply of these 
cheap stamps was soon exhausted and the premium offer had to be stopped 
(Reeords of the National Broadcasting Co. and Every Body’s Guide to Stamp 
Investment, page 21). 

At the present time General Mills is making two offers of stamps—one of 1 
foreign stamps free, with a Cheerios box top—and the other of 300 stamps fo; 
25 cents and a Cheerios box top. A sample of the Cheerios offer is annexed ty 
the following page and marked “Exhibit B.” These stamps are packaged anq 
supplied for General Mills through an approval dealer. 

On the following page, marked “Exhibit C” is another offer of stamps fo; 
beginners and collectors, through an approval dealer, in connection with the gale 
of Necco Candy Bars. 

Thus it is seen that we are dealing with an important link involving many 
other industries and employees connected therewith; and any legislation whic} 
adversely affects these workers, injures many thousands of other employees 
indirectly. 


THE RESULTS FROM AN INCREASED MINIMUM WAGE ON LABOR AND INDUSTRY 


As a result of a survey made among American approval stamp dealers, it up- 
pears that when the minimum wage was raised to 75 cents per hour, this so-called 
marginal operation, namely, the preparation and distribution of cheap approyals, 
became so unprofitable that the employers found it necessary to reduce the 
number of women and girls employed by at least 3343 percent. 

A further increase in the minimum wage for this type of employee may well 
eliminate this type of business entirely—with resulting ill effects on the hobby as 


a whole and the other segments of stamp merchandising and affiliated industries 

The reasons for this are quite obvious— 

1. The unit, or stamp, namely, the penny approval is extremely small; 

2. The margin of profit is likewise extremely small; 

3. The approval dealer business actually requires human manual labor. 

Elemental and easy as such labor may be, it requires human eyes and sight and 
hands to soak the stamps—sort them—and put them in the appropriate envelopes. 

Increased labor costs in this field of activity cannot be made up by greater 
mechanization. 

The attractions are inexpensiveness—cheapness—1l-cent approvals—and 10- 
eent packets. These attractions cannot continue if the chief source of expense 
in production is materially increased. The inexpensive approvals and the 
packets business, which bring the initial interest to the collector, is faced, in the 
event of an increase in the minimum wage, with 1 of 2 alternatives, either the 
elimination of this business or the employment of cheap European or other labor 
outside of this country. 

Stamps are not dutiable—they are inexpensive to transmit—the chief source 
of supply is the foreign stamp. If the minimum wage is increased the approval 
dealers and packet purchasers may be forced to take advantage of foreign 
offers, such as for example the one appearing in the New York Times recently, 
exhibit D, where Puerto Rico offers 100-percent tax exemption in order to bring 
in new industries. 

In either case the thousands of women now comfortably employed will lose 
their source of income. 


THE RESULTS FROM AN INCREASED MINIMUM WAGE ON THE CUSTOMER 


The customer is the collector. The National Broadcasting Co. has estimated 
that 1 out of every 10 people in the United States collects stamps. Most of these 
people cannot afford expenditures of large sums of money for their collections, 
but over the air, through their stamp clubs, and with the help of their own 
imaginations, they learn to use the cheap, current postage stamps of the various 
countries in innumerable ways for their own amusement and at little expense. 
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We have topical collectors, such as those who collect music on stamps, others 
specialize in animals, one famous collector even specialized in types of beards on 
the men portrayed on stamps. Cardinal Spellman’s story of the bible on stamps 
has, through public display, provided a thing of beauty at many exhibitions. 
In many of these cases the stamps have no great intrinsic monetary value. 

The late President Franklin D. Roosevelt, renowned himself as a philatelist, 
stated: “The assembling of a collection of stamps also stimulates in a very prac- 
ticable way the acquisition of geographical knowledge.” 

A photograph of President Roosevelt's letter is attached hereto and marked 
“Exhibit BE.” 

The educational value of stamps was well expressed by the late Dean Hawkes, 
who said, “Stamp collecting increased the interest of our students in Columbia's 
courses in economies, science, history, and many other subjects.” 

As a matter of fact, Columbia University, at the present time has a course 
in philately as part of its inservice training for teachers. Similarly, Harvard 
University has conducted lectures on philately. 

The whole program for the organization of stamp clubs in the publie grade and 
junior high schools has been praised by Dr. Ruth G. Chisholm, noted edueator. 
Her article is reprinted here and marked “Exhibit F.” 

These cheap stamps are one of the main agencies used in the veterans rehabili- 
tation centers for our disabled veterans. Dr. William C. Menninger, when Colo- 
nel in Chief of the Neuropsychiatric Division of the Office of the Surgeon General 
of the United States, has written in detail concerning the use of stamps by him 
in his sanitaria for the restoration of the health of mental patients. 

It is reported that in New York City 1 out of every 4 of the schoolchildren is 
an active member of a stamp club under the supervision of the Board of Educa- 
tion—one of the defenses against juvenile delinquency. 

The stamps used by these institutions are the cheap ones provided through the 
approval dealers, frequently in packet form, similar to the packets attached here- 
to on the following page and marked “Exhibit G.” 

The maintenance of the present minimum wage as applied to these women 
should be continued, for it is necessary if these groups are to be served in the 
future. 

CONCLUSION 


On behalf of the approval dealers, their employees, and all those of the public 
who benefit by their industry, the American Stamp Dealers’ Association, Inc., 
opposes an increase of the minimum wage as now set forth in the Fair Labor 
Standards Act. In view of the small margin of profit the industry cannot absorb 
the higher costs of an increase in the minimum wage. To increase the costs 
will mean that the product, the inexpensive stamp itself, now a source of 
education, pleasure, and health to millions of our citizens, will no longer be 
available to them. 

In the opinion of the association this request is logical and reasonable. The 
work is elemeniary. It requires no specialized knowledge. It is sedentary and 
done under comfortable physical conditions. It is regular, not seasonal. It 
requires no degree of physical stamina. It lends itself to part-time employment 
and a pleasant means of augmenting the family income. The small margin of 
profit will carry no further strain. The association requests, for the above 
reasons, there be no increase in the minimum-wage rate. 


(The exhibits referred to were filed with the committee, but are not 
printed. ) 


Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1955. 
Hon. GRAHAM A, BARDEN, 
Chairman, Education and Labor Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. Barpen: In your committee’s current consideration of proposed 
legislation to amend the Fair Labor Standards Act, the Department of the 
Interior wishes to draw attention to the need for special consideration of the 
minimum-wage situation in American Samoa. 

The Department of the Interior favors the objectives set forth in the proposed 
amendments to the Fair Labor Standards Act which would protect the wages and 
hours of work of territorial employees when such protection is warranted. How- 
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ever, with respect to Samoa it should be pointed out that conditions are quite 
different from those in other areas affected by the proposed legislation. In yjey, 
of this difference, the case for the amendments as applied to American Samog 
may not be completely understood if the justification for them is in terms Which 
reflect conditions in other territories, such as Guam. 

In American Samoa there are no military installations and few statesiders 
The Samoans have clung to their ancient ways of life and their traditiona] forms 
of economic and social organization. The presence of industrial activity and the 
prospects for future economic development, would, of course, make appropriate 
a modified application of the Fair Labor Standards Act, just as it would be 
necessary in other territorial areas. However, because the economic and social 
structure is so different from other areas, any justification for protective labor 
legislation in American Samoa should be cast in entirely different terms. 

This condition stands in contrast to other territorial areas, such as Guam 
where the existence of a large military establishment and the presence of main. 
land residents has produced a pattern of prices, wages, and business operations 
which is similar in many important respects to the United States mainland areas 

The Department of the Interior would favor eliminating American Samoa 
from the provisions of proposed minimum-wage legislation and would recommend 
instead that legislation be enacted which would authorize the Secretary of Labor 
when he finds that economic conditions warrant, to establish minimum wages 
for workers in American Samoa. In the absence of a determination by the 
Secretary of Labor, the existing statutory minimum wage would not apply. The 
Secretary of Labor would also be authorized to make reasonable variations and 
exemptions from the maximum-hour and child-labor provisions of the act. 

This Department reported to the Bureau of the Budget on a bill submitteq by 
po agg of Defense which would accomplish the above objective set 
orth. 

Sincerely yours, 
OrME LeEwIs, 
Assistant Secretary of the Interior. 


MAkcH 18, 1955. 
Hon. GRAHAM A, BARDEN, 


Chairman, Education and Labor Committee 
of the House of Representatives, Washington, D. C. 

Deak CONGRESSMAN BARDEN: We are addessing you with reference to amend- 
ments to the Fair Labor Standards Act of 1938, as amended. It is our opinion, 
as outlined herein, that the island of American Samoa should be exempt from 
the provisions of that act. We would appreciate, and hereby request, the oppor- 
tunity to be heard by your committee when hearings are held on the proposed 
amendments now pending in Congress. 

The fono, or the legislature, of the island of American Samoa, in a special 
session, held from June 28 to July 1, 1954, passed a resolution, a copy of which 
is attached, requesting the Governor, through the Department of the Interior, “t) 
negotiate for exemption of American Samoa from the Wage and Hour Act by 
virtue of the relatively lower living costs in Samoa.” It was the consensus of 
opinion of the legislature that only by so doing could the island become attractive 
to industry for location there, and that some advancements in this regard are 
essential to the building of an economy there which in turn will lessen the burden 
of the American taxpayer. It is our understanding from Governor Lowe that 
this will be presented to you or your committee through official channels. 

As you no doubt know, American Samoa has been a possession of the United 
States since about 1900. Its affairs are administered through the Office of Terri- 
tories, Department of the Interior. That Department has been endeavoring for 
some time to interest American concerns in locating there, that the people on 
the island may learn trades and business, and may become self-supporting. \: 
industries or businesses are now located there, to provide employment for more 
than a few hundred people. Due to the background of the natives on the island, 
their lack of opportunity and experience, workers cannot be expected to earn 
wages comparable to those paid continental United States or stateside workers. 
The Government has established a pay scale to meet standards that exist in that 
part of the world, particularly in neighboring islands, such as Western Samoa, 
Tonga, and other Pacific territories under the jurisdiction of other nationalities. 

This company, at the behest of the Department of Interior, has gone to Pago 
Pago for the purpose of endeayoring to establish a fishery and a fish processing 
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and canning plant. It is on a trial basis. In the first 12 months of our experi- 
ment, it has been found that the American Samoans are adaptable to catching, 
cleaning, and processing fish and seafood, but it takes 3 to 5 people to do and 
perform what one American laborer or worker in the States can do. 

Consequently, we believe that if your committee studies the situation that 
exists there, @ realistic approach, for the time being, in relation to the local 
economy and living conditions will be made and result in a fair law to assist 
these peoples in helping themselves. If the United States or stateside standard 
of wages and hours are continued to be made applicable to local conditions in 
American Samoa, there will be no incentive for American concerns to move in 
and build up the island. 

During the 88d Congress, several proposals were made for legislation. Two 
pills (S. 3831 and H. R. 10181) had the clearance of the Bureau of the Budget, 
which meant the approval of the Interior Department, the State Department, 
the Defense Department and the Labor Department. 

There are now pending many bills for amendment to the Fair Labor Standards 
Act. Some of these propose a law applicable to American Samoa as now applies 
to Puerto Rico and the Virgin Islands. In those territorial possessions, the 
Secretary of Labor, after public hearings on recommendations of an advisory 
committee, may promulgate wages and hours which must be followed. We 
believe you would agree with us that the economy and industrial development 
in those islands far surpasses that of American Samoa. If the recommendation 
of Fono is accepted for a limited time and then reviewed by the Congress, such 
a procedure would then be expedient. 

We have discussed this matter with Governor Lowe of American Samoa, and 
with officials of the Interior Department. We believe they heartily concur in 
these views. We are convinced that both the Labor Department and organized 
labor likewise want a fair law for the Islands peoples. 

If there is any information we can obtain for you, we will be glad to do so. 
Will you please notify our attorney, Mr. Linton M. Collins, 1100 Tower Building, 
Washington 5, D. C., of any scheduled hearings, and us in due time, so that we 
may appear and testify. 

Most respectfully submitted. 

W. D. Moore, Jr., 
Foreign Production Manager. 


GOVERN MENT OF AMERICAN SAMOA 
LEGISLATIVE BRANCH 
Tutuila, American Samoa 
Fono REsoivution C (JR: Res. 3) 


The Legislature of American Samoa in Joint Session assembled, ackowledges, 
with great pleasure, the opening address of His Excellency the Governor to the 
Fono on the 28th of June 1954. 

The Fono is fully aware that the Governor possesses the sole power to enact 
laws in American Samoa. Therefore, respecting his authority, the Fono asks 
that the recommendations contained herein be looked upon as outlines of policy 
which the Governor may or may not wish to enact into law. The Fono feels that 
it is in the best interests of Samoa to follow these policies until an adequate 
Corporation Code has been enacted, at which time the Fono will resume a more 
passive role in advising on matters concerning legislation. 

(1) That amendments to the Code be made, as may be necessary, to induce 
industry to locate in American Samoa; and that amendments for incentive pur- 
poses be made effective for a limited period of time. 

(2) That His Excellency the Governor requests the Department of Interior 
to negotiate for exemption of American Samoa from the Wage and Hour Act by 
virtue of the relatively lower living costs in Samoa. Such exemption will undoubt- 
edly prove itself a desirable measure as well as an attractive industrial incentive. 
And further, such exemption if necessary may be made for a limited period of 
time. 

(8) That new industries be enfranchised individually and for a specific pur- 
pose so as to preclude monopoly and economic control by any one group. 
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(4) That laws pertaining to taxes and Licenses for new industries be mayo 
And that His Excellency the Governor, assess, evaluate, and estimate the amounts 
thereof ; and award exemptions as may be necessary for a limited period of time 

(5) That His Excellency the Governor, for the present, take all measures to 
ensure the protection of the lands, customs and culture of the Samoans as prac. 
ticed by the United States for the past 54 years while the Industrial incentives 
are being developed and until the Corporation Code and the Constitution of 
American Samoa are completed. 

M. T. TUIASOSOPo, 

President, 

S. P. AUMOEUVALOGO, 
Speaker. 

DEPARTMENT OF THE Navy, 

OFFICE OF THE JUDGE ADVOCATE GENERAL. 

Washington, D. C., June 6, 1955. 
Hon. GRAHAM A, BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: There is enclosed a copy of a letter from the Secretary 
of the Navy to the Speaker of the House of Representatives transmitting to him 
and recommending enactment of proposed legislation to amend the Fair Labor 
Standards Act of 1938, as amended. 

This proposal is a part of the Department of Defense legislative program 
for 1955. 

Sincerely yours, 
J. R. CARNES, 
Captain, USN, 
Director, Legislative Division. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1955. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives, 
House of Representatives, Washington, D. C. 

My Dear Mr. SPEAKER: There is forwarded herewith a draft of legislation to 
amend the Fair Labor Standards Act of 1988, as amended. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Navy has been designated as the representative of the De- 
partment of Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This proposal would amend the Fair Labor Standards Act of 1938 (29 U.S. ¢. 
201) to provide that its principal provisions shall not apply to employees whose 
services are performed in a foreign country or within United States territory 
other than a State of the United States, the District of Columbia, Alaska, Hawaii, 
Puerto Rico, the Virgin Islands, outer Continental Shelf lands, Guam, American 
Samoa, and Wake Island. With respect to Guam, American Samoa, and Wake 
Island, this proposal provides that the Secretary of Labor after a public hearing 
may determine the minimum wage appropriate for the geographical area or 
particular work performed, not in excess of the minimum rate applicable within 
the continental United States. 

The proposal also provides that no employer shall be subject to any liability 
under the Fair Labor Standards Act or the Portal-to-Portal Act for work per- 
formed outside the areas named above, or for work performed on Guam, American 
Samoa, or Wake Island prior to the effective date of a minimum wage fixed hy 
the Secretary of Labor. 

The Fair Labor Standards Act covers employees engaged in commerce or the 
production of goods for commerce. The geographic coverage of the act turns upon 
the definition of “State” as “any State of the United States or the District of 
Columbia or any Territory or possession of the United States.” As a result of 
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this broad definition, the act may be interpreted as applicable not only to em- 
ployees in the United States and its Territories but also to employees upon any 
I nited States base anywhere in the world. 

This broad interpretation of coverage is supported by the decision of the Su- 
preme Court of the United States in Vermilya-Brown Co., Ine., v. Connell (335 
[. 8. 377 (1948) ). This case held that the Fair Labor Standards Act, if other- 
wise applicable, covered employees of United States contractors engaged in con- 
struction of a military base for the United States on land in Bermuda acquired 
from Great Britain under the destroyer-lease agreement. The court held that 
the “facts indicate an intention on the part of Congress in its use of the word 
possession’ to have the act apply to employer-employee relationships on foreign 
territory under lease for bases.” 

The full effect of the Vermilya-Brown decision was not immediately felt by 
the Department of Defense because the Department was not then engaged in a 
mobilization effort which involved extensive overseas construction in areas covy- 
ered by this decision. However, the expansion of military operations at home 
and abroad since the Korean incident has precipitated serious problems relating 
to the applicability of the Fair Labor Standards Act to the various overseas pos- 
seSSIONS. 

The Fair Labor Standard Act imposes a minimum wage of 75 cents per hour 
and requires that overtime compensation at time and one-half for all hours 
worked beyond 40 in a workweek be paid to all employees covered by the act. 
On bases or establishments in foreign areas where the act may presently be held 
applicable and where native workers are utilized, labor standards for areas con- 
tiguous to the base or establishment are under the jurisdiction of foreign govern- 
ments and are established at levels consistent with the prevailing local economy. 
Applying the conditions of the Fair Labor Standards Act to work performed 
within the base or establishment would require, in most instances, wage pay- 
ments on the part of contractors performing work for the Department of Defense 
to be made at higher wage scales than those generally prevailing in the area. 
Such wage payments would obviously distort the local economy and, in some 
instances, objections have been received from foreign governments. In addition, 
such payments would result in higher costs to the United States. 

With respect to areas, other than those designated in section 3 of the proposal, 
upon which the United States may have defense bases or other establishments, 
the proposal expressly provides that the minimum wage, overtime, records keep- 
ing, and child labor provisions of the Fair Labor Standards Act do not apply. 
With respect to Guam, American Samoa, and Wake Island, the proposal would 
authorize the Secretary of Labor to determine minimum-wage rates not in ex- 
cess of the generally applicable minimum, now 75 cents per hour, taking into 
consideration the fact that the labor standards in these areas are unlike those 
in the United States. In addition, where such minimum-wage rates are estab- 
lished, the Secretary of Labor may make rules and regulations providing varia- 
tions and exemptions from any of the provisions of section 7 (overtime payments) 
and section 12 (child labor) if he shall find that economic conditions warrant such 
action. 

The principal problem now arises upon Guam where Department of Defense 
contractors have been engaged in a major expansion program for improving 
defense facilities. There have not been sufficient local resident workers to ac- 
complish this program. The remoteness of the island, its climate, and the more 
favorable economic conditions in the United States have prevented the attrac- 
tion of sufficient United States workers, particularly in the laboring and semi- 
skilled classifications. As a consequence, a large number of the required work- 
ers were recruited under contract from the Philippines. These workers had to 
be taught new skills and techniques, and their usefulness and productivity suf- 
fered from inability to. understand English. They have been paid hourly wages 
and been provided with lodging, board, and medical care. The compensation 
ind the conditions of employment had the approval of the Philippine Govern- 
ment. The total of such compensation and benefits has been commensurate with 
their productive efficiency. Although for the less skilled workers the total com- 
pensation and benefits have not amounted to the 75-cent minimum prescribed by 
the Fair Labor Standards Act, the compensation has been substantial and has 
been much greater than they would have earned in the Philippines. 

The Department of Defense believes that the employment of native workers 
in foreign areas as well as the employment of Filipinos on Guam has been advan- 
lageous to the workers and to their countries. The program has been adminis- 
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tered fairly, without exploitation, to produce substantial savings for the Uniteq 
States and to promote good international relations. To remove any technica) 
doubt as to the legality of this employment, the Department of Defense Proposes 
the exemptions from the Fair Labor Standards Act as set forth in the attached 
draft of legislation. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress as a part of the Department 
of Defense Legislative Program for 1954 and was introduced in the form of 
H. R. 10181 and 8. 3831. No further action was taken on the bills. 


COST AND BUDGET DATA 


This proposal would forestall claims that could amount to several million 
dollars from foreign workers on defense bases who have been paid less thay 
the 75 cent minimum wage. It will also make unnecessary, increases in the 
wage scales for foreign workers on such bases to pay all employees who may be 
covered by the Fair Labor Standards Act not less than this minimum and to 
maintain established wage differentials above this minimum. These claims anq 
these increased wages would be reflected in higher costs to the United States 
for its contract work. For example, if the Fair Labor Standards Act is enforced 
on Guam, the Department of Defense is faced with a potential cost of more than 
$3 million for retroactive wage payments; in addition, annual costs would 
increase by a minimum of $1,500,000, which figure would be greatly increase 
if existing wage differentials between occupational categories are maintained, 

Sincerely yours, 


C. S. THomas. 


A BILL To amend the Fair Labor Standards Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Overseas Fair Labor Standards Amendments of 1955.” 

Sec. 2 Section 6 of the Fair Labor Standards Act of 1938, as amended, is 
amended by striking out the period at the end of paragraph (2) in subsection 
(a), and inserting in lieu thereof a semicolon and the following new paragraph: 

“(3) if such employee is employed in Guam, American Samoa, or Wake 
Island, not less than the applicable rate established by the Secretary of 
Labor as herein provided. The provisions of paragraph (1) of this sub- 
section shall not apply to any employee specified in this paragraph (3), 
but when the Secretary of Labor finds that economic conditions in such 
possession, in a specific area or areas thereof, or in relation to particular 
work to be performed therein warrant, he shall determine and promulgate, 
following a public hearing on the matter, the minimum-wage rate which 
he shall find appropriate for such geographical area or particular work in 
conformity with, the policy of this Act. In making such a determination, 
the Secretary shall take into account the level of the economy of the area 
and its capacity to sustain the rate without causing substantial curtailment 
of employment, substantial hardship to business enterprise, or other dis- 
ruptive effects; and he shall also take into account the reasonable rela 
tionship of such rate to wage rates paid in neighboring economies on which 
such area draws substantially for its labor supply. The minimum-wage 
rate thus established by the Secretary shall not exceed the rate prescribed 
in paragraph (1) of this subsection.” 

Sec. 3. Section 13 of such Act is amended by adding at the end thereof the 
following new subsections (e) and (f) : 

*“(e) The provisions of sections 6, 7, 11, and 12 shall not apply with respect 
to any employes whose services during the workweek are performend in a 
work place within a foreign country or within territory under the jurisdic- 
tion of the United States other than the following: A State of the United 
States; the District of Columbia; Alaska; Hawaii; Puerto Rico; the Virgin 
Islands ; outer Continental Shelf lands defined in the Outer Continental Shelf 
ee Act (ch. 345, 67 Stat. 462); and the possessions named in section 

(a) (3). 

“(f) The provisions of section 7 and section 12 shall not apply with respect 
to employees for whom the Secretary of Labor is authorized to establish 
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minimum-wage rates as provided in section 6 (a) (3), except with respect 
to employees for whom such rates are in effect; and with respect to such 
employees the Secretary may make rules and regulations providing reason- 
able limitations and allowing reasonable variations, tolerances, and exemp- 
tions to and from any or all of the provisions of sections 7 and 12 if he shall 
tind, after a public hearing on the matter, and taking into account the factors 
set forth in section 6 (a) (3), that economic conditions warrant such 
action.’ 

Sec. 4. Section 16 of such Act is amended by adding at the end thereof the 

following new subsection (d) : 

“(d) In any action or proceeding commenced prior to, on, or after the 
date of enactment of this subsection, no employer shall be subject to any 
liability or punishment under this Act or the Portal-to-Portal Act of 1947 
on account of his failure to comply with any provision or provisions of such 
Acts with respect to work performed in a work place to which the exemption 
in section 13 (e) is applicable, or with respect to work performed in a 
possession named in section 6 (a) (3) at any time prior to the establish- 
ment by the Secretary, as provided therein, of a minimum-wage rate appli- 
cable to such work.” 

sec. 5. Section 17 of such Act is amended by striking the word “and” after the 
words “Canal Zone”, and inserting the words “and the District Court of Guam” 
after the words “Virgin Islands”. 


STATEMENT SUBMITTED BY NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBOR- 
HOOD CENTERS 


The National Federation of Settlements and Neighborhood Centers has 259 
member houses in 31 States and 91 cities. 

For over 70 years the settlements and neighborhood centers of the United 
States have been working with low-income families. We have worked for an 
improvement in the minimum wages of employed persons since the days of Jane 
Addams and Florence Kelly. At the annual delegate meeting of the national 
federation held in San Francisco, May 29, 1955, the following resolution was 
adopted: “We urge Congress to support a basic minimum wage of $1.25 per hour 
with expanded coverage to include all employed persons.” 

In 1951 the National Federal of Settlements participated along with several 
other national social welfare agencies in a study of how low-income families get 
along on less than $2,000 per year. We found that there have been unmistakable 
gains Iaade in the edueation of today’s children as against the education of the 
grandparents. We found, too, that there had been some improvement in living 
standards. There has been some improvement in diet. However, the unmet 
health needs of all of the families that we studied stood out in glaring detail. 
We were appalled at the few new clothing which it was possible for these families 
to purchase. By and large, they lived on hand-me-downs and used clothing given 
then by some welfare agency or purchased in the used clothing market. A third 
deficiency was that of housing. Except for those families who had been fortunate 
enough to secure space in public housing, most of the other families had to con- 
tinue to live in the squallor of the slums. 

There is in addition the economic problem which strikes very hard at our low- 
income families of seasonal labor. Far too many of them must still live on an 
income earned in certain times of the year without the benefit of regular wages on 
a full vearly basis, 

Another factor which we would call to your attention is that a very high num- 
ber of our low-income families are in the aged bracket or have women as head 
of households. 

Traditionally, the National Federation of Settlements has held the position that 
un adequate Wage was not only necessary to maintain the minimum necessities 
for good family living, but that it was also necessary to maintain the necessary 
buying power for a sound healthy economy. We still maintain this position and 
this was reiterated in the resolution which passed our annual meeting already 
referred to, 

“Our economy depends for its success on the expansion of the means of produc- 
tion commensurate with population growth and depends also on stable purechas- 
ing power resulting from such productivity.” 

We are further impressed by the fact that the Bureau of Labor Statistics indi- 
cates that today’s worker needs $1.90 per hour wages if he is to obtain the neces- 
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sities of life for a minimum standard of living. Therefore, we urge this oy. 
mittee to adopt an amendment to the Fair Labor Standards law which wou), 


- 


provide for a $1.25-per-hour minimum wage. 


STATEMENT OF T. E. MCMILLAN, BREWTON, ALA. 


My name is Thomas E. McMillan. I am the owner of McMillan Mill @o, , 
small portable sawmill operation near Brewton, Ala., and I am also a director ang 
secretary of the T. R. Miller Mill Co., Inc., of Brewton, Ala. The latter is a large 
sawmill operation that has been operating continuously for over 83 years, 

I want to testify to the effects on the lumber industry and timberland owype,. 
ships that the minimum wage laws are having and will have on their economy. 
and on the economy of the timber-producing area. ; 

As a small mill operator, my individual company will be forced to cease operg- 
tions if the Congress fixes the minimum wage at $1 per hour. And furthermore, 
if a $0.90 minimum had been in effect during the first half of 1954, I would haye 
been forced to cease operations or operate at a substantial loss. 

As a director and secretary of the T. R. Miller Mill Co., Inc., T can state tha; 
if we had operated the first 20 weeks of this year, 1955, on the basis of $1-per- 
hour minimum, our statement would have shown a loss of $35,300; or if extended 
for the full 52 weeks, the loss would have been $85,380. 

My individual employees are appoximately 75 people, and the T. R. Miller Mij| 
Co., Inc. employs approximately 800 people. 

Prior to 1950, when the minimum wage was increased to $0.75, there were &5 
small mills in our producing area from whom T. R. Miller Mill Co., Inc. purchased 
lumber. Today there are but 4 of these mills operating. In the State of 
Alabama in 1949, there were in excess of 2,500 small mills operating. Today 
there are considerably less. A $0.90 minimum will put a large percentage of 
these small mills out of business. A $1 minimum will get almost all of them. in 
my opinion. 

There is no chance to pass the increased cost to the customer since great inroads 
have already been made in our southern pine market, not only by west coast 
and foreign lumber, but by substitutes such as concrete, steel, aluminum, plywood, 
etc. Today in Alabama every sizable city in the State is already stocking and 
selling west coast lumber. 

What effect is the minimum wage law having and will have if the minimum is 
raised on timberland ownership? Already there have been numbers of sales of 
timberlands by sawmill operators to large paper mills, because it is no longer as 
profitable to sawmill the timber at high labor cost, as can be realized by selling 
timber holdings to paper mills. Employment, in number, is possible as high as 
20 times when sawmilling a given area by small mills as against converting its 
production into pulp by the paper mills. To my knowledge, besides many small 
tracts, several large tracts in this area have already been sold, or are in the 
process of being sold to paper mills, such as the Vredenburgh Sawmill Co. of 
Vredenburgh, Ala., consisting of over 75,000 acres; the Swift-Hunter Lumber (Co. 
of Atmore, Ala., consisting of approximately 30,000 acres ; and the Jackson Lumber 
Co. of Lockheart, Ala., consisting of 90,000 acres. There are many other large 
tracts of timberlands now owned by sawmill operators that will be sold to paper 
companies if the minimum wage is again raised—such as 1 tract of over 200,000 
acres, another of 140,000 acres ; and still another of 165,000 acres. 

This trend of selling timberland to large paper mills is even more prevalent 
among small owners. In our State over 75 percent of all lands are owned by 
small landowners (1,000 acres, more or less). The lumber industry is the third 
largest industry in Alabama, employing 52,600 people. It is apparent that with 
the loss of this great lumber industry, the affects will be disastrous on employ- 
ment. Where are these people to find jobs? Unlike the paper industry, 75 per- 
cent of the employment in the lumber industry is unskilled. Since there is al- 
ready a surplus of this type of labor in Alabama, this additional force will be 
without means of obtaining employment until such time as additional industry 
and the individual has had opportunity to become qualified as skilled workers. 
Please bear in mind that practically all of the small sawmill workers who wil! 
be thrown out of work live in rural areas, while the vast majority of the em- 
ployees of the few large paper mills live in cities. 

It is the desire of this committee to aid and abet the large corporations at 
the expense of small-business men who are, as you know, the backbone of our 
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democratic way of life? Is it also your desire to cause vast unemployment to 
rural unskilled labor who will be without opportunity to find other gainful 
employment ? 
From the above factual information, it is my sincere hope that this com- 
mittee will not recommend at this time any increase in the minimum wage. 
Thank you for permitting my statement to be presented to you. 


STATEMENT SUBMITTED By NATIONAL CoAT AND Suit Inpustry Recovery BoarRD 


This statement is submitted in behalf of the National Coat and Suit Industry 
Recovery Board, representing about 1,700 firms employing 60,000 manufacturing 
workers in the women’s coat and suit industry located in the following markets 
throughout the United States: New York, Boston, Philadelphia, Baltimore, 
Cleveland, Chicago, St. Louis, Los Angeles, San Francisco, Seattle, and Port- 
land, Oreg. 

Over a year ago, in January 1954, our organization, at its annual meeting at 
which representatives of all the markets of our industry were present, 
unanimously adopted a resolution favoring an amendment to the Fair Labor 
Standards Act increasing the hourly minimum wage from 75 cents to $1. We 
believe that the reasons which prompted the adoption of that resolution are 
even more compelling today than a year ago. 

The collective agreements between the employers and the International Ladies’ 
Garment Workers’ Union, which have existed in our industry for many years, 
provide for decent wage standards and the 35-hour workweek, as well as health, 
vacation, and retirement benefits. Impartial machinery for settlement of dif- 
ferences have successfully fostered industrial peace and stability. These en- 
lightened standards of industrial decency, however, are not synonomous with 
economic health or prosperity. During recent years the industry’s volume of 
business has declined from over a billion dollars a year to about $800 million. 

To a considerable extent, our industry has suffered encroachment from other 
apparel industries that have comparatively lower wage standards. Although 
the women’s apparel industry has separate branches producing different types 
of garments, such as coats and suits, house dresses, rayon dresses, sportswear, 
etc., the lines of demarcation are not always sharp. Similarity of machinery and 
skills renders it possible for a firm in one branch to produce garments made in 
another branch of the industry. This is also true as between the women's ap- 
parel and men’s clothing industry. A major incentive for such overlapping is the 
existence of wage differentials. 

According to the Bureau of Labor Statistics, the average hourly earning of 
production workers in the women’s coat and suit industry was $1.97 in January 
1955. In the largest market, New York City, where over half of the workers are 
concentrated, it was $2.58. On the other hand, in other apparel trades the 
range was from 94 cents to $1.54. 

Aside from the difficulties resulting from the cost advantage enjoyed by over- 
lapping apparel trades, our industry is also concerned about the unfair competi- 
tion of a minority of employers within the industry who undercut established 
labor standards to the detriment of the legitimate employers who live up to their 
obligation to pay decent wages. 

Even if the present minimum is increased to $1 an hour, the differentials above 
that minimum will remain and producers maintaining low wage standards will 
continue, in varying degrees, to enjoy a wage cost advantage. Nevertheless, 
by gradually reducing the size of that advantage such unfair competition can be 
Steadily reduced to a minimum. 

A minimum of $1 an hour would not burden the apparel industries. As far 
as the women’s coat and suit industry is concerned, a BLS study in September 
1951 shows that only 2.3 percent of all plant workers earned less than $1 an hour. 
In view of the upward trend in wage levels during the past 344 years, the per- 
centage of workers receiving less than $1 per hour today is undoubtedly even 
smaller and confined to those performing unskilled tasks or to handicapped or 
aged workers, 

As for nonmanufacturing workers such as office employees, shipping clerks, etc., 
who comprise about one-fifth of the industry’s employees, the great majority 

receive over a dollar an hour. This is partly substantiated by studies of earnings 
of office workers conducted by the Bureau of Labor Statistics. It is also cor- 
roborated by the fact that the collective agreement covering shipping clerks in 
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the New York coat and suit market provides for a minimum wage of $41 for a 
35-hour week (except for certain workers earning $37) and over 90 percey; earn 
above the minimum. 

The slight increase in the women’s coat and suit industry’s payroll necessitate, 
by a $1 minimum would be more than compensated for by the positive gain result- 
ing from the narrowing of the wage differentials between the legitimate tip; 
upholding established standards, and the minority of substandard firms jy, tho 
industry as well as producers in competitive low wage apparel industries. 

There is evidence indicating, moreover, that American industry generally ¢q, 
take a $1 minimum in its stride. Average hourly earnings of production workers 
in the United States are over 50 percent above the proposed minimum. Only 
1,282,000 production workers or 10.2 percent of the total in the country earn jes. 
than $1 an hour. It is estimated that the payrolls of covered industries woy\q 
be increased only six-tenths of 1 percent by reason of an increase in the minimyn 
wage to $1 per hour. 

It is clear, from these facts, that the estimated rise in payrolls due to th 
higher minimum will be very small and can be absorbed without hardshj) 
especially under current generally favorable conditions in most industries, |; 
is not likely to have an inflationary effect on consumer prices or to have 4) 
adverse impact on employment. Such dire results were predicted when the 40. 
cent minimum was raised to 75 cents but, as indicated by a Labor Departmey: 
study issued last year, the rise had only “very minor determinable effects oy 
employment.” 

Far from having any unfavorable repercussions, the rise in the minimum to 
$1 an hour will, in fact, exert a wholesome effect on the economy of the country. 
It will raise the buying power of the low-income group of our population and 
stimulate consumer demand for various products including apparel. 

Studies by the Bureau of Labor Statistics show that “expenditures for eloth- 
ing not only increase in amount, they also claim an increasingly large propor- 
tion of total family spending, as income increases.” For example, in Detroit 
in 1948 families of 2 or more persons with annual incomes of $2,000 to $3.00 
spent $330 a year for clothing; those with incomes of $3,000 to $4,000 spent 
$408 ; those with incomes from $4,000 to $5,000 spent $561. 

To certain industries such as women’s coats and suits that have been in 4 
relatively depressed condition during recent years, the rise in purchasing power 
and demand for apparel that will undoubtedly result from a higher minimun 
wage would be a greatly needed booster shot. It would open up not only to the 
apparel industry but to others as well a large potential market for products ani 
services, promoting higher living standards and levels of consumption, pro- 
duction, and employment and the bealth and well being of the economy gen- 
erally. 

To sum up our contentions: 

1. A $1 Federal minimum wage will protect the women’s coat and suit in- 
dustry from the unfair competition of producers maintaining lower wage stand- 
ards. 

2. It will not unduly burden the various apparel industries or American in- 
dustry generally. 

3. It will not cause inflation or reduce employment. 

4. By stimulating purchasing power and consumer demand, it will revitalize 
industries such as ours that are still in the grip of a recession in business. 

5. It will strengthen an important pillar of the system of built-in controls 
which is our best hope for avoiding an economic depression and will, in fact, 
have a healthy cumulative impact on the entire economy of the country. 


STATEMENT OF MAx RITTENRAUM,. PRESIDENT, THE SANITARY INSTITUTE OF 
AmerIcA, CHICAGO, ILL. 


Honorable chairman and committee members, I greatly appreciate your cou- 
sideration in providing time to appear before you to present the position of the 
Sanitary Institute of America concerning possible amendments to the Fair Labor 
Standards Act. I should like to make clear that the testimony I shall give reflects 
the views not only of my own firm, Rittenbaum Bros., of Atlanta, Ga., but also 
of 112 firms engaged in the laundering and processing of industrial wiping cloths 
who are members of the Sanitary Institute of America. 
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The wiping cloths produced by these firms are sold both in intrastate commerce 
and in interstate commerce to trade, industry, and Government agencies. In 
addition to the 112 members of our association, there are approximately 200 
other firms engaged in the same activity which are not members of our associa- 
tion. Both association members and nonmembers, however, are governed by the 
provisions of sections 6 and 7 of the Fair Labor Standards Act. Each of these 
firms, therefore, must pay the minimum wage of 75 cents per hour and an addi- 
tional 50 percent for hours in excess of 40 hours worked in any 1 week. 

During recent months a number of bills have been introduced into both the 
senate and House of Representatives, the purpose of which is to increase the 
present minimum wage under the Fair Labor Standards Act, or to increase the 
coverage of that act. I refer to bills such as 8S. 662, Lehman; S. 770, Murray ; 
s 18, Potter; 8. 247, Smith of Maine; H. R. 64, Bailey; H. R. 215, Wier; H. R. 
539, Kelley of Pennsylvania ; H. R. 572, Powell; H. R. 31438, Udall. 

The purpose of my appearance before your committee today is to make known 
the position of the Sanitary Institute of America and of the industrial wiping 
cloth industry with particular reference to coverage provided by the Fair Labor 
Standards Act. Members of our association and of the industry strongly endorse 
those provisions of S. 662 which would extend coverage to employees of employers 
who are engaged in any activity affecting commerce as well as restore coverage 
to employees employed in any process or occupation necessary to production of 
gor dis for commerce. 

More specifically, we strongly protest continuance of the present qualified 
exemption granted to certain laundries under the act as amended in 1949 and 
emphasize that such exemption creates exceedingly unfair conditions of com- 
jetition for members of this association, all of whom are subject to the minimum 
wage and overtime provisions of the Fair Labor Standards Act. 

The wiping cloth laundries or processors for whom I speak are, under the 
present Fair Labor Standards Act as amended in 1949, faced with competition 
from other laundries such as family laundries, linen supply laundries, or indus- 
trial laundries who have been granted a special exemption from sections 6 and 7 
of the act provided that their operations conform to certain standards. These 
laundries are granted exemption provided that “more than 50 percent of the 
establishment’s annual dollar volume of sales of such services is made within 
the State in which the establishment is located and provided that 75 percent of 
such establishment’s annual dollar volume of sales of such services is made to 
customers Who are not engaged in a mining, manufacturing, transportation, or 
communications business.” (Par. 154, sec. 13, F. L. S. A.) 

As a result of the exemption granted laundries meeting the above requirements, 
it is obviously now possible for any laundry which does 51 percent of its busi- 
ness within the State and which makes 75 percent of its sales to customers who 
are not engaged in mining, manufacturing, transportation, or communications 
business, still to do 25 percent of its annual volume of business through the sale 
of industrial wiping cloths either within or without the State in which the 
establishment is located without being required to conform to sections 6 and 7 
of the act. Since these laundries are not required by law to pay the 75-cent 
minimum or overtime wages, they, of course, have a significant advantage in 
competing with wiping-cloth laundries who are compelled under the law to 
conform with sections 6 and 7 of the act. Laundries engaged in this practice 
are family laundries, linen-supply laundries, and industrial laundries, many of 
whom wash or rewash reclaimed rags for use as wiping materials or industrial 
towels. 

It is the firm conviction of members of our association and of the wiping- 
cloth industry that the wage-hour law was not intended to create discriminatory 
conditions of competition in any industry. We are entirely in sympathy with 
the philosophy of minimum wages and maximum hours. We believe, however, 
that if we are to be bound by the wage and hour provisions of the act, that our 
competitors should also be so bound. 

As you will recall, prior to the amendment of the Fair Labor Standards Act 
in 1949, the Wage and Hour Administrator held that industrial laundries or 
linen supply laundries did not come within, the scope of the exemption provided 
retail and service trades. The following is quoted from interpretative bulletin 
No. 6 issued by the Wage and Hour Administrator on December 7, 1938 ; revised 
and reissued June 16, 1941 : 

“Another example of an establishment which would not be a service establish- 
ment for the same reason is an industrial laundry or linen supply company 
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which cleans or supplies coats, covers, towels, sheets, etc., for railroads, hote). 
restaurants, beauty parlors, barber shops, stores, hospitals, and other industria} 
or business customers. Such an industrial laundry or linen-supply company 
unlike the home laundry which serves private individuals, does not stand jy , 
position similar to that occupied by the retailer. It possesses attributes similar 
to those of the ordinary wholesaler (e. g., with respect to price, quantity on 
type of customer) and may not be considered as a service establishment { 

purposes of the exemption.” “4 

Members of the wiping cloth industry feel strongly that the interpretation 
of the Administrator quoted directly above is sound and accurately reflects th, 
intention of Congress. It has the additional virtue that it does not create an 
arbitrary preferential or discriminatory status for any segment of the laundry 
industry. In view of the amendments of 1949, which create a special exemption 
for laundries meeting certain conditions, it appears now that the only means 
of securing relief for our members and of restorfng them to a position of 
equality in competing with their exempt competitors is through an amendment 
to the act. We urgently recommend that in the interests of fair play, the Py; 
Labor Standards Act be amended so that exemption from the wage-and-hoyr 
provisions shall not extend to any laundry which competes with industria) 
wiping cloth laundries which are without exception covered. 

The present unfair and discriminatory exemption available to those laundries 
meeting the requirements of paragraph 154, section 13, creates a competitive 
handicap for wiping cloth laundries which it is almost impossible to overcon 
in the open market. This unfair and discriminatory exemption should phe 
eliminated from the Fair Labor Standards Act. Toward that end, we strongly 
recommend the adoption of those provisions of S. 662 which would exten 
coverage to all employees of employers who are engaged in any activity affect. 
ing commerce as well as restore coverage to employees employed in any process 
or occupation necessary to production of goods for commerce. 

Our prime concern is the elimination of the exemption now granted to those 
laundries above described and we are not committed to the particular language 
contained in 8S. 662 above quoted. Any other amendment resulting in the same 
goal will equally meet with our approval. 


UNITED STATES SENATE, 
COMMITTEE ON LABOR AND Pusric WELFARE, 
May 23, 1955. 
Mr. MAx RITTENBAUM, 
Rittenbaum Bros., 
Atlanta, Ga. 

Dear Mr. RitTeENBAUM: In the course of your testimony before the Subcom- 
mittee on Labor of the Senate Committee on Labor and Public Welfare on May 4, 
you suggested the inclusion of industrial type laundering in coverage under the 
Fair Labor Standards Act. You indicated iz your testimony that you are not 
committed to the particular language contained in S. 662. When questioned 
whether you could prepare an alternative amendment, you indicated your willing- 
ness and your interest in doing so. I informed you then that your suggestions 
would be printed at the conclusion of your testimony. 

The transcripts of the hearings are already in process of being printed. | 
would, therefore, appreciate it if you would send us your suggestions as soon as 
possible. Thank you for your cooperation in this manner. 

Faithfully yours, 
Paut H. DOUGLAS, 
Chairman, Subcommittee on Labor. 


RItTTENBAUM BRos., 
Atlanta, Ga., May 31, 1955. 
Hon. Paur. H. Dovuetas, 
Chairman, Subcommittee on Amendments to Fair Labor Standards Act 
United States Senate, Washington, D.C. 

Dear SENATOR Dovetas: Thank you for your letter of May 23, which has been 
forwarded to me by Mr. Ed Szold, executive secretary of the Sanitary Institute 
of America. In a letter addressed to you of May 5, Mr. Szold furnished a pro 
posed amendment concerning the services against whom we compete that are now 
securing an unfair exemption to the Fair Labor Standards Act. Actually, I think 
the simpler this is stated, the better results we would all obtain. 
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such a paragraph might be: “Laundries or linen supply companies who sup- 
ply materials for wiping and cleaning purposes to customers engaged in mining, 
manufacturing, transportation, or communication business shall be considered 
engaged in interstate commerce ; provided that 10 percent of the total Sales volume 
in rags and wiping cloth Services, furnished for mining, manufacturing, trans- 
portation and communication business or employees of such firms, engaged in 
interstate commerce, 
As you can appreciate, not having a legal background, I have not stated this 
in accordance with the legal terms which shall be desired. Yet, what I and mem- 
pers of our industry are desirous of seeing accomplished, is that any laundry or 
jinen Supply company which services or supplies wiping cloths or materials that 
are used for wiping cloth purposes, through firms in interstate commerce, shall 
he considered as coming under the provisions of the Fair Labor Standards Act. 
| do hope that between Mr. Szold’s letter and this information, we have been 
able to clarify this point of view. Thanks again for your splendid cooperation. 

Max RITTENBAUM, 
President, Sanitary Institute of America. 


STATEMENT OF GEORGE J. EARL ON BEHALF OF THE NATIONAL MeTaL TRADES 
ASSOCIATION 


The National Metal Trades Association is an organization of employers en- 
caged in manufacturing, principally in the metal working industry, and consists 
iargely of small and medium sized businesses. Our national offices are located 
in Chicago. 

It should be noted at the outset that our members fully recognize—as do em- 
ployers in general—that the payment of the highest wages consistent with sound 
business management is not only desirable as a matter of national economics 
it is essential to efficient business operations. It is our view, however, that the 
proposed increases in minimum wages, if enacted by Congress, would result in 
serious impacts and effects in various industries and on the economy. 

We ubmit that the pending bills would not merely assist minimum-wage em- 
ployees—they would order an abritrary wage increase for all covered employees 
receiving less than the amounts proposed the effect of which would be to provide 
a basis for general wage increases throughout the economy. We are concerned, 
therefore, with the inevitable inflationary effect of such a wage increase upon 
wages and prices in our industry and in all industries within as well as outside 
of the coverage of the law. We are opposed, as a matter of policy, to Govern- 
ment-dictated wage increases at any level. 

An increase in the minimum wage immediately raises the following questions: 

1. Whether to grant a wage increase to subminimum employees only, or a gen- 
eral wage raise to eliminate the resulting inequities all the way up the pay scale? 

2. Whether increases, either limited or general, can be granted without a cor- 
responding increase in prices? 

3. In the ease of above minimum employers, whether the line can be held 
against wage demands once the wage-price spiral begins to spread. 

Let us first consider, very briefly, the question of inequities. Perhaps the most 
common union argument for wage increases is that they are necessary to elimi- 
nate wage inequities between employees. The existence of inequities was an 
established basis for increases allowed by the Wage Stabilization Board. It is 
now generally conceded, in fact, the administration admits, that the pending 
bills would cause both direct and indirect wage increases. Such a result can be 
very simply demonstrated : 

Certain unskilled or low-production employees in a given company work 45 
hours per week at the FLSA minimum of $35.63. Let us also assume that certain 
somewhat better qualified or more productive employees in the next bracket are 
paid $42.75 per week for the same working time. Despite such a differential based 
on skill or production, an increase to 90 cents would put both men on exactly the 
same wage level. In such cases would the purpose of these bills—to create “fair” 
labor standards—be accomplished? Since the Senate bill would provide substan- 
tial wage increases for the lower-bracket employee would not an increase be in 
order for his more productive or higher skilled fellow worker and on up through- 
out the wage scale? What, then would be the inevitable effect on those who now 
pay above minimum wages when increases under the Smith bill spiral and spread 
through important segments of the economy? 
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The administration’s justification for a Government-ordered wage increas 
provides an interesting insight into the basic policy involved. The President's 
1955 Economic Report to Congress states that if the Congress should grant i 
increase that would cause generally higher prices it “would make the £ains ot 
covered workers illusory, and they would lower the standard of living of 
uncovered low-wage workers.” 

We agree. But unles the proposed increases are reflected in price advances 
who is going to pay this cost? The answer is the key to the administration’. 
minimum-wage program. “Although these increases would add appreciably to 
the costs of certain industries,” the President’s Economic Report says, the gop. 
eral expansion of economic activity now underway “should” increase demand 
and lead to economies “thus enabling them to absorb a part or all of the Wage 
increases.” ; 

There are at least two considerations involved in this theory. First, the pro- 
posed increases are not based on present business conditions, but on an expan- 
sion “now underway” which “should” increase demand, etc. The administra. 
tion itself has provided the answer to this argument. The President’s Heonomic 
Report contains the following warning: 

“* * * At this juncture of our economic life, when confidence is running espe- 
cially high, it is well, however, to keep in mind the sobering fact that there jg 
no way of lifting more than a corner of the veil that separates the present from 
the future. How long the current phase of expansion will continue before new 
international trouble or a cyclical reversal of business occurs, or how far the 
expansion will carry, it is impossible to say with great assurance * * *.” 

Secondly, the administration calls on business to absorb all or a part of the 
increased cost which in certain industries would admittedly be “appreciable.” 
It is recognized, therefore, that at least “a part” of such increases must be 
passed along to the public in the form of higher prices. 

The success of the administration’s program, then, depends upon a policy of 
wage increases without corresponding price increases. A glance at the profit 
margin data submitted to your committee is sufficient to indicate that in many 
industries such a happy result is merely wishful thinking. The fact is that 
prices would have to be increased in many industries, in which event, as the 
President has said, wage increases may well become illusory. 

We agree with the administration that “minimum-wage laws do not deal with 
the fundamental causes of low incomes or poverty.” We also concur in the view 
that the basic causes of low incomes “include lack of education or skill, poor 
health, old age, or prolonged unemployment.” We do not agree, however, that 
an exception to the administration’s nonintervention policy can be justified on 
the theory that it would merely affect a “comparatively small number of workers 
who are at the fringes of competitive labor markets.” 

To summarize our position briefly: We are opposed to wage increases under 
Government auspices whether accomplished by taking sides in private labor 
disputes or by statutes. The proposed increases, both direct and indirect, would 
be purely arbitrary. They would not reward skill or effort. They would not 
result from free collective bargaining. Moreover, we believe that such increases 
would create many inequitable situations and tend to undo such dollar stabiliza- 
tion as has thus far been accomplished. In short, we respectfully oppose the 
pending bills because we are confident that they will not provide a practical 
solution to the problem at which they are directed, and because they would be 
incompatible with our free-enterprise system. 


TEXTILE WoRKERS UNION OF AMERICA, 
New York 8, N. Y., June 17, 1955. 
Hon. GRAHAM A. BARDEN, 
House Office Building, Washington, D. C. 


My Dear CONGRESSMAN BARDEN: One of the industries which the Bureau of 
Labor Statistics estimated would be substantially affected by an increase in the 
minimum wage is the furniture and fixture group, particularly household furti- 
ture. In a submission of the Department to the Senate hearings, they estimated 
(p. 1630, Record of Hearings) that 14.6 percent of the employees in the industry 
in April 1954 were earning less than $1 per hour and 35 percent were earning 
less than $1.25. In the household-furniture industry, the percentages were 17.’ 
and 39.6, 

In view of the fact that the proportion in the Southern branches of these in- 
dustries which are likely to be affected by a dollar minimum would be 40.2 per- 
cent and by $1.25, 74.4 percent, it is significant for me to submit the enclosed 
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newspaper clippings, which relate to a current wage movement in the Southern 
furniture industry. It is obvious that a wage movement of broad scope is now 
ynderway which will increase wages from 5 cents to 5 percent per hour. 

The average straight time hourly earnings in early 1954 were $1.08 per hour, 
exclusive of shift differentials. The current wage increase of 5 cents to 5 percent 

er hour will drastically reduce the impact of the legislation which you now 
have under consideration. This is another indication of the degree to which the 
estimates of the Bureau of Labor Statistics on the effect of the minimum wage 
exaggerate the impact of such legislation. Wage movements in many industries 
currently being advanced are strikingly increasing earnings thereby lifting the 
yage levels and leaving fewer persons in the lower wage brackets. 

We hope that your early action will help to eliminate the inequalities now pre- 
vailing from the failure of hundreds of thousands of workers now covered by the 
act to share in this general improvement. 

Yours very truly, 
Soromon BarkIn. 
Chairman, CIO Fair Labor Standards Committee. 


p. 8. I should appreciate your including this communication and the enclosure 
in the record of the hearings. 


{From the Retailing Daily, June 17, 1955] 
FURNITURE PAY Boosts SPREAD 


High Point, June 16.—Two more furniture manufacturing firms in this area 
have made substantial inereases in the wages of their hourly production 
employes. 

Thomasville Chair Co., Thomasville, has increased the wages of its more than 
1,700 employes a straight 5 percent across the board. 

A company spokesman said the workers will benefit more under a straight 
percentage plan than under a 5 cent per hour increase plan, since the average 
hourly wage already is well above $1. 

Heritage Furniture, Inc., said a “general upward adjustment” is being made 
in the wages of its 500 production employes here and in Mocksville, N. C. The 
company’s upholstery plant is located here, and so far as is known, is the first 
upholstery operation to be included in the current round of wage boosts. The 
company’s table plant is located in Mocksville. 

While Heritage officials did not make known the extent of the wage increase, 
which will become effective with the payroll period starting June 27, the increase 
is believed to be in keeping with the current wage trend. 


CONTRIBUTE TO FUND 


A company spokesman said that the company has made maximum allowable 
contributions to the employe’s profit-sharing fund for the fiscal year ending 
April 30. Through this fund, the employees are owners of stocks and bonds in 
many major corporations and of United States Government bonds. 

In January of this year the trustees of the profit-sharing fund bought a large 
number of Heritage preferred and common B stock. The fund now owns approxi- 
mately 75 percent of the outstanding 5 percent preferred stock and 11 percent of 
the firm’s common B'stock. This transaction represented a transfer of existing 
stock and did not serve as a method of increasing the capitalization of the 
company. 

At Thomasville Furniture Co., the plants are operating 45 hours per week and 
have been on this overtime schedule for months. The percentage wage increase 
Will boost the annual payroll more than $250,000. 


CAROLINA PANEL INCREASES WAGES 


_ Lexington, N. C., June 16.—Employees at Carolina Panel Co. will receive a pay 
increase effective at the next pay period. 

C. H. Hargrave, general manager, said that all employees paid on an hourly 
basis will be covered. However, he pointed out that the boosts will not be made 
ata flat rate, and will be larger in some cases than in others. 

He indicated that the general increase will average about the same as that 
made last week by Dixie, United, Lexington Chair, and Link-Taylor Furniture 
companies, All of these plants made a flat 5 cent per hour hike. 

rhe Carolina Panel Co. notified its employees of the raise on Friday, the same 
day that notices were placed in the four other plants. 
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STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


I appear on behalf of the Southern States Industrial Council, the headquarter, 
of which are in the Stahlman Building in Nashville, Tenn. My address is 917 
15th Street, here in Washington. 

The council was established in 1933. Its membership is comprised of indy. 
trial and business concerns in the 16 Southern States from Maryland to Texas 
including West Virginia, Missouri, and Oklahoma. This membership includes all 
lines of manufacturing and processing, mining, transportation, and related indyg. 
tries and accounts for very substantial employment throughout the region. 

The council believes that the entire concept of Government intervention jy 
the field of wage and price fixing is wrong in principle and hence won't work jy 
practice. It opposed the original FLSA, which become effective in 1938 and whic, 
provided that the minimum should be raised to 40 cents over a 5-year period. | 
opposed raising this minimum to 75 cents in 1950 and it opposes all suggestions 
for increasing this minimum now. 

We take this position because we do not believe that the statutory minimyy 
wage is a cure—or even a palliative—for poverty. If it were, there could je 
no earthly justification for holding the minimum to 75 cents, 90 cents, or even 
$1.25. 

We believe—and have long argued—so far unsuccessfully—that the only rea) 
guarantee behind a wage in free society is the productivity of the person who 
receives that wage. Or as the Presidient put it in his Economic Report to 
Congress on January 28, 1954: 


“A minimum wage program is an expedient of limited value for dealing with 
low incomes. The best help for the lowest earner is to enhance his usefulness 
as a worker and to improve his knowledge and mobility.” 

But not only is a minimum wage program an expedient of limited value in 
dealing with low incomes, it hurts the very people it is ostensibly designed to 
help—those workers in the very lowest income bracket. The FLSA does not 
compel an employer to employ anyone. Its only effect is to force upon employers 
in covered industries the choice of paying a worker the fixed minimum or not 
hiring him. Thus, as Paul Poirot points out in an article in the April Freeman 
entitled the “Inhumanity of the Minimum Wage”: 

“The law says in effect, ‘If you are not worth the legal minimum wage, you 
are not worth anything. * * * Denying a man the right to offer his services 
by fixing a minmum wage at more than his services are worth, is to deprive him 
of a market for the only thing in the world he could have justified as his own.” 

Of course the proponents of a 90-cent minimum will say—as Secretary of Labor 
Mitchell has said—that a satisfactory adjustment to the 75 cents was made in 
1950 and that a satisfactory adjustment 90 cents can be made now. In other 
words, Mr. Mitchell assumes that, by proper timing and by not setting the 
minimum at too high a level, an upward adjustment can be made without 
substantially curtailing employment or earning power. 

We suggest that this assumption is not based upon any known facts or experi- 
ence. In the very first paragraph of the foreword to the Labor Department's 
study entitled “Results of the Minimum Wage Increase of 1950,” dated August 
1954, the statement is made: 


“The effects of minimum-wage legislation on such business variables as wages, 
employment, prices, technological change, and profits are of interest to legisla- 
tors, administrators, and others concerned with economic affairs and labor 
standards. Yet little research on these effects in this country has ever been 
attempted.” 


And again, the writer of this Forward freely admits that it— 


‘Was limited in intent in that it did not aim to examine the minimum-wage 
impact on total business activity; that is, on national aggregates of income, 
employment, or production, or on overall price and earnings levels.” 


And that— 


“The purposes of the program were frustrated to some extent by the course 
of political events during 1950. The invasion of South Korea and the consequent 
United Nations action took place only 5 months after the 75-cent rate went into 
effect, and the economic impulses generated by these international developments 
overshadowed the new minimum and obscured any assessment of its longer-rul 
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influences. AS a result, only the more immediate, short-run effects of the 75- 
cent rate—those occurring during the comparatively stable economic climate of 
frst half 1950—are determinable with any degree of clarity.” 

We all know that since before the first wage order was scheduled to go into 
effect in 1989, we have been living in a World War, postwar, Korean-War and 
cold-war boom unprecedented in our national history. To assume that, in the 
absence of a state of permanent or near war, the economy wil! continue to func- 
tion at these high levels is to fly in the face of all past experience. 

The truth is that Secretary Mitchell, without any adequate facts or experi- 
ence to go on, has bulled his way to what Mr. Arthur A. Smith, economist for 
the First National Bank of Dallas calls “an arbitrary trial-and-error decision.” 

We recognize, of course, that this proposal to raise the minimum wage is 
aimed primarily at the South. This is apparent from the Department of Labor 
study mentioned earlier in which the effect of the 75 cents was discussed in 
terms of five of the South’s important—they called them “low-wage”—industries, 
namely, southern sawmilling, fertilizer, men’s dress shirt and nightwear, seam- 
less hosiery, and wood furniture industries. It was also in effect stated in 
secretary Mitchell's testimony before you on April 14. 

By now I suppose we should have become accustomed to legislation, Execu- 
tive action, and Supreme Court decisions directed at changing or curbing one 
or another aspect of our southern economy, life, and civilization. Perhaps we 
should even be flattered by this special attention from all three branches of 
our National Government. In any event, I should like to call to this committee’s 
attention two facts which, as we see it, merit consideration before this fla- 
grantly antisouthern legislation is passed. 

The first is that, little as is known about the overall effects of minimum- 
wage legislation, it is undisputably true that wage differentials do exist in 
most industries and that raising the minimum of the lowest paid workers 
results in a demand on the part of their higher paid fellow workers to restore 
the preexisting differential. 

Thus, when Secretary Mitchell tells you that a 90-cent minimum would 
require wage increases for about 500,000 production workers in manufacturing 
industries in the South—or about one-fifth of all such workers—he leaves 
totally out of account increases which will be required to preserve existing 
differentials. 

Furthermore, such increases in both the higher and lower wage brackets 
would not be compensated for by any increase in production and hence would 
be inflationary. 

The second fact which this committee might well ponder before reaching a 
decision on this matter is that Congress has approved the extension of the 
trade agreements program for 3 years, with authorization to the President 
to reduce existing tariffs by 15 percent over this period. 

Southern industries upon which a 90-cent minimum would produce a significant 
impact and which are already suffering severely from low-wage foreign com- 
petition include especially cotton textiles, ceramics and glassware, lugzage 
locks, and plywood. I happen to know of a small plywood manufacturer in 
my own State of North Carolina—in fact, he operates in the district repre- 
sented by the distinguished chairman of this committee—who has barely been 
able to keep going in the face of low-wage foreign imports. Obviously, his 
difficulties will multiply if he is faced with a further reduction in tarifis and 
a further increase in his labor costs. 

We also respectfully suggest that you consider making whatever minimum 
is established under the Fair Labor Standards Act the minimum for employees 
engaged in work for the Government. There would seem to be no justification 
whatever for the complexities arising from the existence of what amounts to 
a double standard under FLSA and Walsh-Healey. 

In conclusion, may I say that, while our arguments appear to have fallen upon 
deaf ears in the past, this is a subject on which we feel very strongly. It has not 
been so long as history measures time since our part of the country was ravaged 
and laid waste. The South was in even worse shape from 1865 to 1900 than 
Europe following the last war. Yet there was no foreign-aid program or point 4 
to which we could turn for help. We started from scratch because there was no 
other place from which to start. There was no freedom from want—or even, 
(during the black days of Reconstruction, any freedom from fear. 
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But there was freedom of another sort without which the South would ja,, 
remained a festering poorhouse poisoning the whole Nation. This was freedon 
to work—to work however long and hard might be necessary to rebuild going 
ecnomy. 

We all recall with varying degrees of shame and guilt the infamous and 
vindictive Morgenthau plan for making Germany into an agrarian nation. 

There is of covrse no way of proving this, but it is my own firmly held oop. 
viction that a great proportion of the industries we have in the South today never 
could have got started at all had the present FLSA, with its minimum wage and 
overtime provisions, been in effect. 

Thank you. 


OL, CHEMICAL AND ATOMIC WORKERS INTERNATIONAL UNIOn, CIO, 
Washington 1, D. C., June 30, 1955 
Hon. GRAHAM A. BARDEN, 
Chairman, Education and Labor Committee, 

House of Representatives, Washington 25, D. C. 
Dear CONGRESSMAN BakDEN: The Oil, Chemical and Atomic Workers Interna. 
tional Union, CIO, is hoping that the present hearings on increasing the Feder) 
minimum wage will be concluded very shortly. 

In order not to unnecessarily prolong the hearings, our union is not requesting 
time to appear in person, but herewith respectfully submits its position on this 
vitally important subject now before the Education and Labor Committee. 

First, I would like to introduce myself. My name is Jack Curran. I am q 
vice president of the Oil, Chemical and Atomic Workers International Union, 
CIO. 

The Oil, Chemical and Atomic Workers International Union, CIO, is the new 
name for the recently merged United Gas, Coke and Chemical Workers Union, 
CIO, and the Oil Workers International Union, CIO. 

Prior to my election as vice president of the new union, I had been privileged 
to serve in the capacity as international union executive board member ani 
director of the UGCCWA’s District 3. This region comprised the areas of eastern 
and lower New York State. Part of my duties as director brought me to the 
collective bargaining table during negotiations for a contract with the various 
employers whose employees were members of our union. During. the negotia- 
tions, the subject matter of wage increases for the employees would be proposed 
by the union committee, with arguments to substantiate this request. I can 
recall in a number of such situations the company’s plea to reconsider our de- 
mand for more money, not because the company opposed giving any increase but 
because they were faced with cutthroat competition from employers who chiseled 
on wages. 

The union committee would receive the information contained in a company 
survey which pointed out the low wages being paid by some competing companies. 
In many cases, these rates did not go far above the $0.75 per hour required by 
law. Our committee would be sympathetic to the company faced with this prob- 
lem of cut-throat competition and join with them in deploring the wage chiseler. 
A $1.25 per hour minimum wage would go a long way in eliminating this kind 
of malpractice. 

One of our locals in New York is located in the Nassau-Suffolk Counties area 
on Long Island. During the slack season, a substantial number of female 
employees are laid off and immediately they apply at the unemployment insur- 
ance office for work or compensation. 

These girls would normally be making between $1.25 per hour and $1.47 
for general factory work in this cosmetic plant. 

They would be requested to take “comparable jobs” according to the standards 
of the unemployment insurance agents for $0.85 an hour, and in some cases for 
the minimum $0.75 per hour. Failure to take the job led to disqualification for 
unemployment compensation unless one could prove unusual extenuating circum. 
stances for refusing the job. 

Our members forced to take jobs at the substandard rates found it most diff- 
cult to maintain a decent standard of living in a community whose average 
earnings are listed at close to the $2 per hour mark. Incidentally, there are 
located in the Nassau-Suffolk Counties many plants engaged in the vital airplane 
manufacturing and electrical industries. This has a decided effect on the average 
earnings in the area. 
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Amending the Fair Labor Standards Act to provide for a $1.25 per hour min- 
jmum wage would correct the plight of our laid-off employees being forced to 
take jobs at substandard rates of pay. 

Generally speaking, the bulk of our membership in the oil, chemical, and 
atomic industries is receiving wages much higher than $1.25 per hour. 

We wish, however, to add our voice to that of the CIO and our sister inter- 
national unions in requesting that the Fair Labor Standards Act be amended to 
raise the Federal minimum wage to $1.25. 

It is in the best interest of the Nation as a whole that those unfortunate 
workers lacking effective bargaining power be granted an adequate increase 
in wages. 

We feel that a higher minimum wage would give considerable assistance to 
the low-income groups in helping them attain a higher standard of living. 

American workers operating their family budgets on a def-cit basis would be 
given a much-needed lift in helping them reach minimum health and decency 
standards. 

We respectfully request that your committee favorably report out a bill sup- 
porting the $1.25 per hour minimum wage as soon as possible. 

Very truly yours, 
JacK CurrAN, Vice President. 


O 
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